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UNITED STATES A.I.D, MES610& TO BR~AZIL 
Officoo of tho Controllor 

1,y 18, 1966 

TO 	Ministor Stuart H. Van Dyko, Dirootor of laosion, and
 
Mr. Donor M, Lion, Assooate Dirootor, Northoast Aroa Offioo
 

The Offioo of tho USAZD Controllor has complotod an oxamination
 
of tho "Pornabuco Houcing" projoot, undor Projoot Aaroomont No.
 
512-11-630-134# for tho poriod Ootobor 51 1962 through Docombor 31,
 

1965.
 
In Ootobar 1962# with tho oonou rcnoo of tho Coordinating 

Oommiosion for tho Allianco for Progres (COCAP), USAID/# agzood 
to contributo 0020 milli to tho Stato of Pornamboo, ropro­
aontod by tho Stato Houoing Agonoy (SC1) for tho construotion o_ 

700 housing units in tho Alto do Jord~o and Ibui'a districts noar 
Rooifo. Under tho terms of tho a'oozont thoo houco voro to bo 

sold to akillod labor and 3ow nalariod offoa workors and tho pro­
coods of tho siloo usod for additional housing oonatruction. This 
projoct was aupplonentary to othor lai'gor-oalo housoing and roha­
bilitation projocts finanood by tho Stato and by tho Intor.-Aortean 
Dovolopnnnt Bank. USAXD' contribution was ftrom P,,. 400P ?.tl-: Z 
Cruoiro Orant Fun4o. Wo voro not ablo to ountbligh tho oot niount 
dinburnod uf an additional Cr358,6 millions plodgod to tho projot 
by vArtous Dratillan ocxoouting agon io ; hoovor, wo oonoltido:L from 
our axazination that on tho vholo, lccAt aupport obligattt:is yore 
fulfilled. 

rn most oanonti" roopoots tho pd'ojao@t has Loonanti*fotorily 

carriad out. AotuAl norutrtiction totAlIM 690 hounoop 10 lariw then 
the 700 tho prjoot oontonpln ed; howver# in additional 44 unit* 

vore aubsnoqontly coatwraotodl with rwoouzdti olbt~snod fron thi anolos 
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i~4niatar Stuart H,. Van 3)yko, D~irector of k4is,~io an,d 
Mr. Donor M4.Lion, Anooointo Director, NcwthOaut Aroa Office
 

of tho oriainal hounou. The principal faotor4 londing to the ga..
 
tiafactory aocoplialnont of project obJotivos woro, (I)' the
 
oxorciso of 8oo4 local manasomont control on tho part of 88014
 
(2) roalistic planning, and (3) offootivo coordination in the em­
ploymont of USAID funds. 

The report contains rooom ondationa for corrective action Uhioh
 
principally concorn nocounting and other adminictrativo typo probloma;
 
wo .ro 
rooomonding that intoroat earned on tho USAXD contribution bo
 
roturnod to the U.S. Troaoury no requirod, that a mall balance of
 
unusod USAID fundo likowiso bo returned and that final accounting
 
information be obtalnod. 
Anothor recommondation calla attontion to
 
the lack~ at proper si~na identifying the project with the' Allianoo
 
for Prograum
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AGQ"-OY FOR~ T1ThRWA!T'O.NaL D~LOP~I= _T 

UNITED STATES A.I.D. UfXS8XOU1 TO BUMZLJ 

REPORTD ON EXAMIN~ATION1 

HOUSINO - RNMC 
UNDER 

PROJIEQ? AGIREZ4MfIT go# 512-.11-830-134 
(FoRNMaY 512-AA..83.AH1 5) 

FOR THE PM110OT 
OCTQDZM 51 1962, THROUOH DEOBDWZR 31, 1965 

I 

A*.0 PROSI
 

Tho puzpoo of this audit wait to z'oviov and ovaiwito tho, z'o.
 
ouits oohiovod widor this proaoot no 


Rh)C~tIO1- ITRODUOTION 

ompard to tho obaootivos sot 
forth in tho projoot agoomontl to dotowalgno tho oxtont of ocupLanoo
with AID rogulationvi and to dotorino that tho various ai~natorlos
 
to tho Apooumont had tulfillod, thoir obliptiona tow 
oontribuations 
an agrood.
 

This is the, initicl audit of Pornombto llouning and covors the 
poriod, troza its inooption on Oatobar 59 1962 through Thconbor 31p 1965. 

110 oXiP0n4. thn accounting rooowda AMd rein to4 tilca in tho 
U&S1?)/3/93 Offiaoos of the Austtatani Coaitrol1ox, and the lthaan !tosoiwo 
DivioLon, Vlbin Davolo~colit DrAnoh; mootinge anld jtacuaciono waro, hold 
ith tho di.weotors and offioials of 0o~'jq. o,$oojl Contra o,iRoama 

(MCO) rAnthoir portinont rordo roiote. 
A~~'iol~~ipjpugdo to the housiing aima on :Anuawr' 13, 1965t 

~AM~ PhYSical obmvtAtiona of th* houa and oomwitioo vare nedo, 
And intovova hold vith forty (40) hone ounors. 

1h@ ailii Ma WOd in Anurdanca with applicable iAnual Ordert* 

http:512-AA..83


o ir oativo ana gcr'=11Y aoooptod auditine yrooodure3 whioh 
wo considorod approp'iato intho oircumetoon,
 

Tho roport was 
 rovlowod by tho Chiot of tho USAID/a/lD Uuan 
Rooourooo Diviedon and Urban Dovolomont Branoh who nra in aooord
 
with it* contonto. 

SPCION OE
 

Tho 1960 oonous rovoalod that Roolto; tho capital of Pornwmbuoo, 
had 4pproxiatolY 800,000 inhabitanto. It was indio~tod that two 
thivdo of thio ur~ban population voro living in 120MO) aub.-otandard 
houoing units. Tho aituation was doaoribod an gowving moro couto 
vith tho convorgine uhift oa popula4 4un Cron tho rural aromo to tho 
urban contor and tho riuing domographlo trond. Tho otatistios 
furthor roflootod that Jocifo had ono of tho highout population 
dontatloosin Ltin Amorloa with 5,411#7 inhabitanto po aquaro kilo.. 
motor# 

In tho poriod 1944-48 oach inhabitant of Itooifo ocouplod an 
vorAo housing opaoo of 3.80 n2 whilo in tho period 1954-18 this 

apaoo had doolinod to 1.23 Q2 per pornon. 
Tho tifuroa aitod bolow show that am tho population had Are. 

aroanodl now housing contruction had diinishod drastioally# 

HOUSMA POPULATIONI AV?*A03 HOUSUIO M0A 
~~SA~o" JOW2D4Ug~~L (a2)P2KP3180 

1944-1948 23,96 0,130 3#80 
1954-1958 11,55 142,559 1.23 

Yn 1945 the $ta*o of Vornin1to oroate4 tha 0tto Houhing Agonco
(03o4) to aot thin oahllanal%4 problan. 1poOtof ald hovore lit­
nito4 theo bility ot 88C1' to nlaokan tho rapid groth of loeitol 
aluvn aoan, In 1960 3801. epare4 gotal plann for tho oonatruotion 
of 0,500 houaoo on itnto laMpt. Thai, proeamrn w to be fiaanood by
tti* Stato, 1120H and tho Intor..AaricAn I volarrnst DMnk, The plan*
ellood for three projoatnt 1) Alto do JordZo, rlo.~fa - 2jooo houses; 

9+ 
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* 	 Rogifo 4,000 comi-fiiahod houcos. 
On 0otobor'5t 1962, Projoct Agroomont 312-AA-833mA.jU-5 

onitorod into botwoon tho Stcito of Pornumbuco, Brazils roprooontod 
by WON14 tho Ooor4nating Cormision for thio Allianoo for Proeroon 
(COCAP), and thio Agonoy for Intornational Dovolopmnoat Brazil (USAID/B), 
This projoot ngroomont was to supplonont thio gonora1 program dovol.. 
opod by $B0OX, Tho 4groomant oallod for thio conctruction of 700 ad.. 
ditionl housing units within thio Alto do Jordao projoct with U8AWD/D 
fwida and tho irbniiation ofthiQ -co~unity, with tho inuitallation vf 
strootst olootricoity, uater eyistonp atorn aovoraq coptJic tah)ku, 
two 
dohoolol 4 church, and a commorcial centor. Tho urbanization vAni~to 
be aftotod through Stato nooncioa under thio coordination ot 88011. 

USAID/3 aeread to contributo Cr$200,000,000 to thio projoct from 
funds Sonoratod undor the Gocond Ualoo Agroomcnt - P.L. 480, JTtWO I, 
Bootion 104 (o) Orusoiro Crant Punds 

Ifl.p.SnI0!In FUJitIs AID- RECOMfLNmTIONS 

As n1 2ILMOLS 

IWo oboorvod 	diwing our fiold trip to the communities that 
WoN cub-divided thio project Into two cowuitionp Alto do Joralo 

(Vile lonnody) and 1bura (Vila AlianqA)* goe vwo informad that thin 
was noconsitatod by the disoovory or a granite nine in Alto do Jordlo 
vhich hA4 conoidorablo ocononia valie. OoneoequntlY 450 houaos vore 
noitruot44 in Alto do Jordi*%o And 240 houson In 1tho noighboring 4rea 
of Thiwa, a tot't ot 690 hostoon, An addition4l 44 houdes sv~vo Nab. 
Anfel~antly 'Wilt in Tburn with tho prooo4a cltinod through2 the *ale 
at tho original houses. 

Disytirme prqvntwj ona obsoryoid in the tnoiit of the 00n-. 
-tuni ties. Tho dofiacncies notably doaorving o~nint voro tho follow. 

1I 	 A 1ator nyatm a not inat~liod in thio Xburn co.-mnit? Altbotigh 
63CH( hd providod tho noaonmv~y ptpina, tho inutallntkon van hold 



q4m 

11ator & 8owago rogarding tho paymont of 0818 million in labor
 
* costs;
 

2, 	Dirt atrooto, whioh a o nornal for tho ocrnunitioo, waro.atjc­
ularly erodod in Alto do Jordao, This hindorod movomont by vo. 
hilo and detraotod froa tho appoaranoo of tho oowunityl
 

3. Inaacoquato offorto worn mado to provido conmmity facilitios
 

and 	a commorolial cantor. The Stato organiz~ation reoponeiblo
 
for 	thoso aoto~iti'oo wars doolarod illogal and diacontinuod its
 
oporations boforo any oiinfioant progrone vao aoompliohod.
 
Ito oraniX4tO1 h58ainon boon croatod to fulfill thoso 
obli­

gationo.
 

Our oxanination rovoalod tat no construotion contracts 
wore aunrdod 88014 arohitooto And onginoors plannod and ouporvLaod 
tho' 	oi-cionotruotion activity# All matorialo woro purohAod by 
8804 at prices whioh worn ontablihod nnd conaidorod fair by tho 
StAto and building aooociationo. Construction labor tar hirod b7 
8034 and paid in acoordanoo with tho ratos otablishod by tho Byn­
dicato of Contraoto;s for Pornabuoo.
 

Vo found that 540 houcoo voro built by 850ff nt a coot of
 
0rS160,946,41l. This ropronantod a poar unit coot of Cr8298,O49.
 
Tho 	ro ainin5 150 houso wor oonatruotod at i cost of 0r836,918,613 
by tho 8tato filitary Polio. Tho por unit cost of thoso lattor
 
heuoon vnn C0r246f125$1 hovovor, wa hs 
vo boon unablo to obtain any

inforc tion from th'.o 
igenoy rogardtlig tho oxpondittro of thosG funds. 
For this ronon vo hivo not inoluda4 A diotribution of oxponvo for 
thOn* 150 houno in&hibit r. 

The houcas onlnod and oonttruo ted for this progvnx aro heall 
atwaotivo brick bunCalow. Tho total living aro in oach unit in 
about 47 ON. This iopartitioned into A living room# three bedrooms, 
a kitchen, and a bath. Rich unit is located an n lot approxitately 
10 z 20 cators. 



HOwavor, in tho Alto do Jorddo 4roa w;o roooivod n fai Complailnto
 
about crooks in walls uhich appoarod to bo attribiltablo to tho fro. 
quont nud alidoo during tho rainy soaaon. Throa Yoa'o aftor oon. 
stz-otion and uoo, ir0 found tho houaos to bo gonorally attractive 
and withatanding tho olononto roaoonably wall. 

3. 	 8oleOtong f_ OAt. Ongpi 
. ho proOjct oGroOcont statod that pooplo u3th tmily Inooomo 

botwoon, tVo and four tioa tho local ninimn waco and Aho aro in tho 
olGo Of okillod labor and low aalaz'iod ofttico vorkors wore to bona. 
fit 	undor thin progpom.
 

Our 	oxnmination rovealod that ob jctivo aolection prooodure 
wor oril0vlly ostabliahod, In prAotioot hovoer, thoa prooodurce 

not followod until rooently. Vo woro intoraod byvora 	
tho Dirootors 

of 580H that during tho poriod from Anuary 1963 to 11*ioh l964oap-I
plicationG woro procexosd on tho baoo of political affiliationa. 
8olectivo Intoarviou with home ounors in tho comunity indicatod, 
howovor, that tho avorao status of tho prosnt ooUpAnts wns within 
tho Suidolinon otablishod by tho projoct Agroccont, 

Our discusalon; with hoQo ounows indioatod overalthat houses 
had boon purchnaod by individual@ for Invotaotnt purpoase o neado 
a uolootivo uampling of forty housoo and found that oiht woreo ontod. 
Subsoquent ozinAtion Indicatol that tho onrs of thoso housoO woe 

/oithor akillod or lovor zJAid gsalarjod worko o. Wo dicuoo this 
t'ttuftion vith th* Virootord of 30t0H uho inf'oA uo 'hat tboy yaor
Avaro that Sono hcIos hol boon raoted ut thorao %m nothina they 
00064 do about it. 

A total Of Or055816121300 wwa Plodjd by the niamtorion to
aocoAPl10h the objootivos or thin projout# Our orrnimtIon revealad
that ax 4C DwOOfbar 31, 196 0035,g61,300 var disburned to 5501 As
 

* ~Ptssoed boloe.
 



4 8401 49.100.000 . 

TOTIA 0550pk12p300 Cr3521,612,300 

'J y aonont, USAID/B cont0buto C4r2000000,000 to thic
 

S projoot,
 

Our cunination ravonlod tho following roloanon of f~m4s had
booo offectod to
t 0! prior to tho final contbution dte of Do6o0bo0 

- 31o 1963t
 

Ootobor 18s 1962 0r8140 000t000 
Y Ti1963 ","M60_,04,00 

A c 8,612 2$ 00s00 


Tho projoat agroaonnt statod that all intoroat onn od on USUID/ 
funds dopositod in tho Banco do Nordoato do ALmoil should bo utulisod 
for tho purpoao of tho projoot, fowovor# a xubsoquent U,8.Oontrollor
Conoral doosycn taoto that all Intorost oarn20by tho on00etooo 
TWI 80otion 104 (0)Oantlbotoon tho tno of raonofor amduth­
bosaton of th t houl
t for piooot pupooo t 1bo datornod to tho 

Tr'oasuer Xisoolacos,looolpts Acout@t Tho doati/on outlinod in

AIMO 20 datod July1965 (Ar Ro do :noiro) oquosted roftint 
of tho pntwata nt f ntowtnot, AItD Anicmdoo todifth all 

of ot.-%ogIbr o~juont AID/W for wavor au joutrications Thin r ttoritoliainodic upo h hiotp O/D/92 15mn Dbvs8oinl forvthettwpootpuooshouldthO bo. returnedNooamoooato theD/8
 

Our im'otlon theclo hat SthpfatolvifIntot imaI/ oar d
 
an~sAP/ anivoof
Oo Win ofis tdh rou71allntewt1icto.oU fo ion t by the hne~tett ownodaste.... 



P.nd hnlf 1962 CO4,9
let " 1963 329s243 
2nd " 1963 168,574
let 1964 30570
2nd " 1964 14,38
lot ' 1965 82,581
2nd' 1965_1.0 

TOTAL CrO883,412 

ThatthoMUNNHumnR08ourooa Division, Urban Dovolop. 
cont Branoh 
vith tho cooperation of tho Controllart. Offica, 

\roouoot S8CM to roturn all oarno Intoerot, 

3. 	 StoAt of ponegoo 
Tho Stato of Pornubuco pladgod fund" ogtintod at CrS,,, 

102p912,300 to thin projoot. 
VIo wero urAblo to make a opooltio accounting of the Statos als. 

bueoomont to thin projeOt ninoo no opa to ccounting records voro 
maintained for Ito contributions. Rowovor eo infornod by $$ONwo 

Directors that tho 
 tato had fulfilled its oblijtion. On tfuthjr 
xaination we found that the stato so atwonsly supporting 88014 prom. 
oo... th its financial rourooo. Our attention vaw directed to a 
1964 State constitutional oaondmont which increased the shwo df 
8801. $tat* tax rovonues from 1.4 pOr cent to 2 per cant. Vo wore 
informed tht.8802'o Oharo of tax rOvonuOs In 1965 wa O1AI45l#O0,000 
and 4r81jG5000,000 tor FT 1966, 

4.
 

! SSU pl*JlV tbh cquivAlcat of At leaut Cr049,700,0 inurbanmton f4ilitton,
 

Our rxminfttL n reveal tint 88011 h dLrootl, exponded
 
0013,40),240 foe tuiAwngation Zn
oilititoo, "4ition 0tate a
 
"mncipal Age0 
 oie4 supplied. en bahllf of 0311 nonidonlitiAblo amconts 
In kind uohan pornonnel, oquipmont, mg supplies. It laour opinion# 
hvOver, Wt 8801 Wufilled its obligation to the projaot agtemon*. 
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Tho Soolal Promotion Poundation agrood to contributo tho
 
S Cr0206,000,000 in poroonnolp
ouivalont of oquipnont, sorvioo., nod 
oupplioo in continuous support of tho public ooznnity faoilitio,, 

We wero not able to ancertain the contribution effectod by this 
tteagonco. For a short tin* Itoperated *o school and a health 

contor but ouboquently van absorbod into tho "Rovinonto do Oultura 
ropular" vhioh collpood ,attor tho April 1964 Rovolution. 

Tho ASgecont statod that ll funds recoivod freca tho olao of 
proportiong rentals, wopaynontog A othor incoma sourcoc croatod by
tho dovolopmont of this projoot would be useod for dditional hourIng 
eonstruction puposoo, 

Our exaination discloood that a soparato acount was ostablirhod 
for tho conoy zoooivod from houses built with USAD/B funds. iowevor, 
those funds were not deposited in a aopawato banc koount. DurLne
 
1964 those funds ampunted to Cr$54,405,6512 
 in 1965 those undo amount­
o4 to 048824701492, The nooount refloots that 02454405461 was ox­
odod in 1965 for theo enstnution of 44 houso. 

Our o ination revoalod that 550K had oponod a soerato ao­
count for USAID/D fundn at tho ]knce do fIor4osto do Draill, hovover, 
we foun no separAto Accounting or U04TD/O funi4, The Anr.4a dic­
hurvac fra tho UnVD/B Ancount, hovoyoar ouov doouzznta4 and thin 
4omowntation vas oroaa-ohookod for voriftttIon. Vo found tho di-
Uwsononte 'far* in arder.
 

Our conparison of the JanuarY 7t 1966, ba ik talanoo with tho
 
rdibarnon of UMAID/D fUnds rovoalod ounoyporcd tunda of 02#l34p9O4 

portaintntt to the, URAZD/D con~pributions Vo weora intormd that thare 
&tono comituants aNatnst thao undo. 



That tho USAXD/D/HB Human Rooouroou Divicioi, Urban Dovolop.
 
* 	 imont Brainch i.n cooporatlon with tho USAXD3,'Controi1orlo 

0tfico Inotruot SOCII to rotuz'n tl1Q Cr32,134,904 to 
ID no thio projoot agroosnont torinnrtod on Doombor 31l
 

1964.
 

Our owinination divoloood tha~t COCA? 414 not dosignato a 
Brazilian roproomtativo to ouporvico tho Menal wtttozs of tho pros..
 

cotl approvo roquonto for funds rAado by 88CR; and approvo tho roports
 
which vovo to bo oubnlittod to COCA? And USAXD/D.
 

Our roviow of tho Asaistant Controllorlo fib.,t Ioolfol rovoebod 
tbAt 88011 did not provido ooimplato dloburnomont dotailo on USAID/B 
funds and that additional z'oporting rolAting to it.ospandituro of 
Ozr$78,610,946 isstill roquirod# no indicatod bolova 

Contribution 	 Cr0200,000,000
 
Loon dlobaroconto ronportod 	 1am12 

Disbuisoxonto not roportod 	 024780618046 

Th-at U6o UShAhD/tIU2 M~um Rosouroos Division, Urban Dovolosom 
coat Branch, obtain nooseary diabursocont,dotails ftom 880K 
in ordor that USAID//tU1 accounting roooz'o may bo oaplotode 

floolfa, Ato 	providod vaulwth intrrntion thut thto projoat Nid boon 
4AtonsiVoly pibltoiao.4 In tho proad nn4 tho vai4loo A ravlou of NWCR 
M1oit inilantod that thoy hod nboo reao aonvtdaorblo offowtj to ptib9. 
aiso tho projooto Outr oxnaination ravoabo4 no untnvorAblo jmb)ioity. 

Our fiold trip to thi aomunitica ravoanle no makorn or vistiu 
to Indianto thin wAo an activity Of th) AlL4'40 fow Ptodrasu. Va vera 



±ilo'r.moi that two uignu liad boon orootod during tho oonatruotion 
-poriod-but-woro au*bao tfoiflY ri'pod "dowi -and ioYlbor itnod by 
povorSiohod pooplo livini n tho noighborig axon1e 

RE W11MTXON No.4(That
im-.
 

tho U$AID/3/NE2 Uw~c Rosourgou DivSioion, Urbani Dovolop. 
aont Brauoh dotorin1o tho foasibility of or'ooting niow s.i 
at tho projoot vito inlight of provious oxporionoo and that, 

itho pz'oporh couz'oo or acti1on bo takon bao on thooo findinge. 



PI-NAL1UO0 HOUSINO 
APPLICATXON-O UST//IE S77 

(In02?uzoiro) 

Tilae & buioks 46,1o0662 28.6
 
0omont 1. 14,542640 9,0
,..."Hytdraulion, oanitation . 
&soVorLago l1,802j697 73
 
31ootrioa1 3,797338 
 2.4

Xronwiro 1,625,400 1.0

Lwabo' 1O0,,25 6;7
Door & windowo 2,857,680 i8
Ouavol 946,148 0.6

Sundry 
 1107IL 

uonry 36413588 26
lootrioal 4,502,047 
 2,8
JHydula, canitation
 
& .owo. 8,144,828 5P1
Oarpontry 3,561,022 
 22
 

Paintins 6414V560 40
 

Travolling 100,000 
 0.1

Pilloa'tions 229403 0.1 ca Utins 000 0 

TOTAL SUNDRY EXPEN1DITURES 52,0 

Orin4 Sub-T~otal
 

Poliola )lUta*r PH# 
Ox'an1 Total Ixponds

4i 

Total UMAD/D/ItR con-. 

'Unopondod Balanoo 

I + i
 

" " ­* .. : ": + ' ' # ' . : " : : " " ; ' + ' . .. J J -+ r ; - ; : + 


