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AGENCY FOR INTERNATIONAL DEVELOPMENT
UNITED STATEZS A.I.D., MISSION TO BRAZIL
Office £ the Controller

Yoy 26, 1967

TO The Director of Mission
Minister Stuart H. Van Dyke

This report of awdit concerns the implementation o the program
"Elementary and Basic Zducation in the Brazilian Northeast" as it
relates to the State of Mnas Gerais,

Pursuant to a loan cgreement with SUDENE, USAID obligated
NCr$17.2 million (17.2 billion old cruzeiros) of Public Law 480,

Title I funds for a program of school construction in { siates of
the Northeast. (NOTE; Although project agreements were all origi-
nally written in terms of old cruzeiros, for purposes of this report
we are showing all sums in torms of new oruzeiros which are valued
at 1,000 old to one new), Out of these loan funds, SUDENE made a
grant to the State of Minas Gerais in the amount of 11Cr$462,994 to
assist in the State's education program. To date, 1ICr$186,596 of
USAID/B funds have been transforred to the project.

The Minas Gerais projoct agroement provided for the construction
and ronovation of 155 classrooms, the construction of a normal school
and 6 supervisory conters as woell as for the procuronont of equipment
and educational materials, »lus teacher training. Tho program was
administerod by tho State organization “omissao deo ZCucag8o na frea
Mineira do Polfgono das S8cas (CiPOL),

During the 32 months which have olapsod since tho incoption of
the project, only 13 out of tho plannod 355 classrooms have boen con-
structod. This reprosonts loss than 4 por oent of tho physical objoc-
tives, Additionally tho auditors found that construction of tho normal
school, which is only 30 por cont comploto, has bean stopped since Juno
1966 duo to lack of funds. At prosont, CEPOL ip insolvent and oannot
moot its curront bills, much loss complote tho normal aschool, and/br
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other aspocts of this program, unloss furthor funds aro forthcoming
(page 5).

The toacher training and adult cducational olomonts of the projoct
also failed to roach its statod objoctives., For oxamplo, only 342 non-
certifiod teachers wers trainod out of 1,000 originally programod.
Furthormore, there was no training of illiterates although this had
beon oxprossod as a goal under tho projoct agreomont (page 9).

The oxamination furthor rovoaled that somo classroom oquipmont
purchasod under this agrooment had not boon complotoly distributcd (pe9)e

CEPOL, which is rosponsiblo for administoring the program, is
geographically far romovod from tho location of its activitios. This
has resultod in a somowhat loss than dosirablo lovel of contact and
control of projoct activities (page 10).

In gonoral tho attachod roport is a rocounting of similar dofi-
cloncios citod in our provious reports on Elomontary and Basic Edu-
cation projocts in tho Norithoast. Whila inflation, which aivorsely
affoctod tho procuromont of wlannod facilitios was a major and porsis-
tont problom, it is doubtful if objoctivos would havo hoon roachod ovon
had pricos romainod stablo,

As you know, tho USAID formod a "Task Forco" which on Docombor 9,
1966 nogotiatod guidolinos for an amondmont to tho loan agroomont.,
Thoso guidolinos, which woro incorporatod into the omondmont as "Cone
ditions Procodont", roquiro a corroctivo action progirom including
cortain stops for corroction of porformanco doficioncios. Spocifio
amondmontis to tho oight projoct agroomonts furthor dolinoating corroc-

tivo moasuros aro now boing finalizod.

\ , QSE\:;X
e T
W «- Norman Ulnick

Controllor



AGENCY FOR INTERNATIONAL DEVILOPMENT
UNITZD STATES A,I.D. MISSION TO BRAZIL

REPORT ON EXAMINATION
OF
ALEMENTARY AND BASIC ZDUCATION IN THE BRAZILIAN NORTHEAST
STATZ) CF MINAS GIiRAIS

SXTICN I -~ GINERAL

A. SUOPE AND PURPOSZ

7o havo oxaminod tho »rojoct "Clomontary and Sasic Zducation in
tho Brazilian Northoast - Stato of Minas Gorais". This was tho initial
exami- tion of tho projoct cnd covorcd tho poriod from ipril 20, 1964

througn Docombor 31, 1956,

Tho principal objoctivos of our examination woro to roviow and
ovalunte tho offoctivonoss of program implomontation as conparod with
objoctivos outlinod in tho projoct agroomont and to dotorminc tho qua=
lity and offoctivonoss of finuncial and administrativo managomont. Our
oxamination wap mado in accordanco with gonorally accoptod auditing
standards and includod such %tostn of financial rocorde, inspoctions,
end discussionn with USAID/J and Stato govornmont officinls as wo con-
sidorod nocossary in tho circumstancos.

Boforo finalization, 4this roport was roviowod with tho appropriato
USAID/B officialo in tho Northoanst Aron Offico (NEAO) who oxprossod thoir
gonoral e~groomont with its contontas.,

B. BACILGROUND

on by 3, 1963, USAID/B oxtondod a NCr$10,800,000 (10,8 billion
old cruzoiros) local curroncy loan (512-3-012) to tho Suporintonddnoia
do Dogonvolvimonto do Nordosto (SUDIMI) for tho improvomont and oxpan-
sion of baoic oducntion in tho Northoast. Tho amount of this loan was
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later increased by two separate amendments to NCr$17,260,592; loan
funds were generated from the Secund Sales Agreement under Public Law
480, Title J. (NOT: Although project agreements wers all written in
terms of old ocrugzeiros, for purposes of this report, we are showing
all sums in terms of new cruzeiros, which were initiated in February
1967 and are valued at 1,000 0ld cruzeiros to one now cruzeiro).

On April 20, 1964, SUDEN:, USAID/B, the Braczilian Ministry of
Education and Culture (MZ2), and the State of Minas Gorais entered
into this project agrecment wheroby SUDRNE agreed to make available
to the State, as a grant, tho sum of NCr$462,944. Soven other states
in Northeast Brazil ontored into similar agrecments. The Minas Gorais
project agresmont provided or construction and training programs to
improve the basic clomontary educational systom in the north central
section of the stato. It was estimated (1960) that only 39.5 por cent
of tho school ago population was served by schools and that illitoracy
amounted to 78 per cont or greater. Tho program is administored by the
Stato organization "Jomissdo do Zducacio na froa !Minoira do Polfgono
das S8cas" (CEPOL). 4 throo year timo poriod was originally ostablish~
ed to accomplish tho objoctivos of this projcct. Tho <torminal date of
tho loan, originally Docombor 31, 1966, has boon oxtended on & montheto—
month basis, and is currently sct at March 31, 1967. Minal contribution
date undor tho projoct azroomont is April 19, 1967,

Ce SUZRINT SITUATION

Bocauso of tho unsatisactory implementation of tho ovorall pro-

gram in all 8 statos covored undor the umbrolla loan agroomont, USAID/B
has initiated corroctive measuros. Un Docombor 9, 1956, a joint SUDENE/
USATID "Task Forco" nogotiztod guidelines for amondmont of the loan 48T 00~
monte. Tho guidolinos requiro, as loan conditions Arocedoent, & corroctivo
action program including spocific procodurca for corrocting porformanco
doficioncios to dato and a rovisod oduce.tion program, including future
implemontation activitios undor tho loan. Tho statcs woro notifiod of
tho roquirod action in a mooiing hold on Docombor 15, 1966. In nddition,
tho statos woro notifiod not %o spond any unusod program funde in thoir
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possossion oxcopt to satisfy oxisting obligations. NRAO roloasos of
USAID/B funds aro also boing withhold.

4s in tho othor statos, wo found projoct implomontation unsatis-
factory, with accomplishmonts falling far short of highly ovorstatod
objectivos. Howovor, wo found no ovidonco of quostionablc contracting
or similar practicos concorning this projoct. COur nrior cducation audit
roporis contain rocommondations which aro genorally applicable to all
8 ocducational projects, thoroforo thoro ero only two rocommondations

containod in this roport.

SECTION IT -~ FINDINGS AND RICCMMENDAIICNS

A, PROJECT PROGRESS

1. Funding
A total of NCr§542,994 was plodgod by tho signatorics to ac—

complish project objoctivos. Through Docombor 31, 1¢66, tho Stato

rocordod rocoipts, disbursomcnts, and bank balancos s follows:

BALANCE

( #XCLUDING

INTEREST)

2L.DG.D PROVIDED EL201D00) 12/31/66
USAID/B °r$462,994 NCr$186,596  NCr§135,456  NCr§ 1,14C
Stato or M. Gorais 106,::CO 100,000 22,596 17,404
SUDEN:Z 30,060 80,00C 12,346 654

TULAL NCr8$642,094 NCr$366,596 NCr§277,396  NCr$79,198 m

# Doos rot inclu'c intorost oarncd of T.r8767.,.

Tho funds provided woro doponitod in soparatao Hanls accounts. USAID/3
funds woro dopositod in tho Jank of Arazil, horoinclior roforrod to as
tho "USAID/3 account". Inioiront of HCr$516 han buon onrned on USAID/B
fundas,

2. Conptruction

Tho original projo.. agroomont providod for tho conatruction,
roconstmicticn, and ropair of 359 school roomu, thu oquipping of %0
kitohonn, ontablishmont of modical/dontal honlth wnity in nchoolan,
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tho construction of a normal school and 6 suporvisory contors. In ad-
dition, tho agroement provided for procuring audio-visual oquipmont,
othor basic instructional matorials, and 9 vohiclos. Anothor objoctive
was training for 1,000 uncortifiod teachers, 40 suporviscrs,and 300
studonts, and litoracy classes for 50,000 adolosconts and adults (soe
also comments undor Training, Soction D). Of all tho objoctives sot
forth in thic agroomont only ono has boon attainod. That attainmont
was the purchaso of 9 vohicles, an objoctivo fulfilloed 1C0O por cont.
An original budgot wes properod in April 1964, but it bocamo ovi-

dont by October 1965 that original goals and ostinatos wero conplotoly
unroalistic. 4 rovisod nonotery budget was preparoed, ond construction
sitos woro narrowod down to 3 lccalitios. Tho following tablo shows a

conmparison of actuel progran prcgrose with objoctivos:

TRUGRAMED L ACIUAL
Anount
Hunbvor rov. 1C/65 Hunbor Anount
Classroons:
¢ 22,163 ¥
enstruction 13 NCr8422,163
Roconstruction 3155 NCr$512,531 -
Repair -
Nernmal scheol 2/ 1 1
Suporvisory contors 6 -
Bquipnonts
Kitchons 50 13
Madical/Dentnl & 15,763 - 50,528
Offico oquipuont, dosks Iled, Hedte
BOOkB N.Ao L
Audic=visual Ledve -
Vohicles o 59,312 ) 54,368
Contingoncioy (ndminintrnticn) — 2 620
TOTAL NCrgs86, 030 NCr$527,769

Training (soc Soction D fop

dotailn) 04,964 41,792

GRAND TUTAL NCr§§42‘22Q NCrSQéz&Qél

N Lol X X}

l/ Inoludos urf282,143 of ncoounts payablo,
2/ 30h cenplotod,
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As with all othor oducation programs in tho Northoast, inflation
soriously affoctod tho amount of construction work accomplishod, It is
novortholoss apparont that planned goals would not have boon mot ovon
if prices had roemainod stablo, Although construction goals woro not
attainod, tho quality of construction ohsorved at 2 school sitos was
vory good. Construction was porformod by CARRPE,a stato-ownod company
spociclizing in building, ropair, and rostoration of schools.

No maintonanco program has boon establishod as such undor this
program. Howovor, we obsorvod during owr visit to Pirapora (4 com-
plotod classrooms) that adoquato maintonance was ovidont. Sinco cone
siruction was not complotod at tho 2 othor program sitos, wo woro unablo
tc dotormino tho adoquacy of maintonanco, howover, o woro assurod by
rosronsivblo porsonnol that satisfactory maintonnnco will bo providod
as soon ags construction is torminatod.

Tho normal school shown in tho abovo tablo, locatod 4in tho city of
Portoirinha, originally was %o havo boon constructod rith J buildings,
tho first of which was to nrovido liviang quartors Tovr 120 tonchors in
training, including adminisirotivo officon, library, and a cafotoria.
A socond building was to contain 6 classrooms whilo tho third wano to
havo anothor 4 clagsrooms, comploto with lavatory facilitios. Plans to
conatruct the third building have boen abandoned. Howovor, ovon undor
tho roducod plan, conatruction is utill only 30 por cont comploto and
han boon ntoppod vincn Juno 1966, duo to lack of fund:,

At pronant, CEPOL {u innolvont and will not bo ehlo to mout itn
curront bhilln, nmuch loms comdlote tho nornal school, unluus furthor
fundn cro forthooming., In ordor to moot currcrt bills and comploto
tho nornal nohool, nn untinetod NCr&78,567 aro nuodod, ni shown by tho

following nummary of u.SYUL's caoh nnd oirtimntod enah ponition,



Cash on hand, 12/31/66 NCr$ 179,198

USAID/B prledgos NCr$462,994

Reloasod 186,596

Unroloasod 276,398
Total funds availabdlo NCr§355,596
Amount owod to CARRPE 282,163
Bstimated cash on hand aftor raying CARRPE 73,433
dst. anount noodod to comploto normal school 152,000
Indicatod cash shortago =§2£§1§&§§1

Tho cash shortago is probably moro sorious than tho abovo tablo
indicatos sinco 15 months timo will bo roquirod to finish tho normal
school, and inflation will oxact its inovitablo toll so that a sun in
oxcess of NCr$78,567 will bo noodod to comploto tho building.

Although wo must nocosscrily doploro tho inofficiont planning and
failuro to achiovo ovon nminimal goals undor this program, we novortholoss
rocognizo that a normal school is vital to tho conduct of any oducational
progroms Wo thorotoro fool ithat ovory offort shoulcd vo nado to conmploto
tho normal school, with tho Stato of Mnas Goreis, SUDENG, tho GOB Mi-
nistry of Education, or any combination thoronf, to »rovido noodod ad-

1itional funds to bo progremod. in connoction with USAID/D rolcasgos,

RAVOMMENDATION Mo, 1
That the USAID/3/MNZ.0 roloase tho ronaining USAID/B plodgod

funds only aftor ..J°CL obtains tho nocosnery fincncing to

comploto tho conutruction of tho normcl school at Portoirinha,

B, CONTKACTING PROZZDURLS

No bids woro solicitod Tor tho achool construction undor this
progrrm sinco C3POL had on Sontembor 6, 1964, ontorol into an 08T 00
mont with CARR?E, a ntnto ovmod oonpany npocinlizing in and rosponsiblo
for tho conntruction and roconritruction of nchool Luildingn and school
rooms within tho Statu of !dnes Gurnig,

Tho finanocing of consiru.tion conty i limitod to diroect reinburpo-
ucnt agnlnot vouchoru of oxpondituros incurrod. A3 of Ducombor 31, 1966,
CZPOL had roimbursod CAXRPZ in tho anount of Nerfl4C,000,
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C.  IZQUIPMENT

Wo oxaminod school oquipnont valuod at NCr16,000 at tho local
supplior!s warohouso in 3olo Horizonto, oquipmont purchasod for tho
Montos Claros, Jenufria, and Mirabola schools originally plannod. Duo
to inflationary conditions, tho lontos Claros and Mirabola sitos wore
cancollods CEPOL has boon maintaining tho oquipment in stock sinco
May 1966,

Yo oxaminod C8P0L's bidding systom and found it odoquato, including
that for tho purchaso of vohicles, and clso in accordonco with gonofally
accoptoed practicos. CHAPOL ncintains & curront log book for ~ll oquip-

mont purchased undor this progran,
LZCOMMENDATION No, 2

That tho NEAO Zducntion Branch roquost C32(L to rodistributo
tho school oquipniont originally purchasod for tho llontos Cla-

ros and Miravola sitos to othor aros in tho Folygon of Drought.
D. TRAINING
As of Decombor 31, 1966, (4POL had eoxpondod N.r341,792 of progran
funds for training activitios., Programs conparod tc achiovononts aro

givon bolow,

PROGRAMED ACTUAL
Typo of Training Numbhor Anount Hunbor Anoun+
Non-cortifiod toachor 1,000 Ncr843,942 342 IiCr§32,648
dnorgoncy toachor 300 9,450 20 7,497
Suporvisors 40 1,572 12 1,647
Adult/adoloscont 1li torocy 5C, 000 - - -
TOTAL Nor#Rd,264 Ner#41,792

Training activitios woro considorably roducod Tron thu initial
plan which was drawn up in April 1964. Tho originnl budget provided for
tho oxpondituros of NCr$l04,420 for training activition, an amount ro-
ducod to NCr$54,964 as snhowm abovo. Thoro wis no budgot for training
of {llitoraton although this had boon oxproosood an & gonl undor tho

projoct ngroonount,



It is significant that tho sun of NCUr$17,900 wns originclly hudgotod
for vohicles. Evontual cost of such vohiclos cmountod to NCr§s4,388,
nuch of which was at tho oxponso of training funds, Sinco thoro will
Yo nc furthor funds available for training activitios, wo must quostion
whothor tho Stato gainod as nmuch utility from tho purchaso of 9 vohiclos

as it would havo from thce <raining of additionrl toachors.

2

U.IPCL's training progren has fallon short of its goals, but for-
tunatoly other funds aro aveilablo to upgrade tho quolity of tcaching.
During Jonuary and Fobruary 19€7, tho Stato Ministry of Zducantion fi-
nencod o special T wocks! courso for 1,100 non~cortifiod toachors. Thoso
coursos woro conductod in vorious localitios in tho Drought Polygon at
a cost of NOr$l46,C00., Also, SUDINE has agrood to contributo the sun
of NUry48,000 to pay for tho training of 180 non-cortificd tocchors for
a poried of 8 nonths cech,

Fivo nenbers of tho L57CL organizotion had roceived training in
tho Unit~d Statos for poriods ranging from 2 to 12 months. Throo
perticipants had gono to Ue.d. univernitics for 12 nentihs Tor toacher
treining; ono unginoor had gono for 2 nonths undor o progran for scheol
construction, tho fifth troinoc, cocrdinator for v.’lLyhnd gono for 11
wooks.

Thio organization, chorgod with the adninistration of tho progran,
consistod of 10 porsons, including a divoctor and 4 profossional AUpPOT—=
visory toachors. All of tho caploysos were on tho payrolls of othor
3tato guvernnont organizaticas and woro sorving S220L cn a rotation
besis. lernal offico howrs woero frem ono to six o'clocl: daily.

190 notod that tho otafll in locntod in Bolo Horizonto rathor than
in tho Drought rolygon whoro thoy aro noodod, sono 3.0 nilon to tho
northe Thia obviounly rodusos thu offoctivonons of ucntrol, otc., which
is roquircd for a projoct of this nnturc,

Of tho 4 nuporvisory tocchorn, Lt weo plannod Lhet ono would bo
physicelly locntod in tho Deoucht Pelygon, with thoe othor throo romain-
ing in 3olo Horizonto but naliing froquont tripn norih. If tho GEPOL
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suporvisory toachors woro locatod in tho city of Montos Clarcs, for
oxenplo, which is at tho contor of tho aron boing soivod, travel would
bo considorably roducod, and moro froquont contacts with working olo-
nontary toachors would bo possibdlo. ILiving conditicns in Bolo Horizon-
to aro suporior to thoso oncountorod farthor north, and it is our strong
fooling that this factor may havo influoncod tho choico of Bole Horiszone
to as tho hoadquartors for I7°CL,

Inasmuch as thoro had beon no construction activity sinco Juno 1966,
wo quostionod why & largo Z.2CL organization was nocossary whon it was
oxorcising only corotaking vrosponsibdlitios. It is cur opinion that
tho naninistrativo activitios of CLPOL could havo boon handlcd by ono
diroctor and o part tino ty2ist. Othor UIPCL omployoos cculd bo roturne
od to tho organizations fron whonco thoy cano. Incosmuch as C3POL i3 a
Stato-Tinanced organisation, we aro naking nc rocommondations concorning

its oporetions.

SUDILE was assignod tho rosponnibility of uxor ising controla on
audi ting, preper usc of Tunds, checkingr plans, and inspocting and ovel-
ucting Hrcgross to onsuro nieper tochnicel standards., (ur reviow in-
dicatod that SUDINE had cennmlicd gonorally with its obligations. SUDRNE
cuditors have nrdo twe trins t¢ Bolo Horizonto and f{icld sitos. Wo woroe
infornod that, duo to SUD.ZI'y laxity in ~pproving vlens, cortein dolays
havo boen crusod in tha rojent construction schedulos  In Jenufrin, tho

4

construction work wns dolozod cvor 4 nenthe, and in Zortoirinha, 1t wao
stoppod fron Mirch 3 to July 20, 1965 nnd ~agein fren Juno 1966 to February
28, 19G67. 4t Portoirinha, no proviously connontod, thoro has also boen

o lack of fundo to conploto »lonned construction.

G, iL.OUNTING AND FINA 1AL REPORTING

do oxnninod UZPOM'g nevounting and financial copcrting inpofar ao
thoy rolatod to our nudit ond feund thon gonorally nxintainod in acoorde
anco with accoptablo pre.ecurus. Yo found no aigmificant accounting or

roporting dincropnincion,
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AKHIBIT A
LIST OF RXCOIMENDATIONS

Nunbor Pago

1 That tho USAID/B/IT3A0 roloaso tho roncining
USAID/B plodgod funds only aftor CEPOL obteins
tho nocessary financing to comploto tho cone

atruction of tho nornal school at Portoirinhc., 8

2 That the NEAO Zducaticn Branch requost CZPOL
to rodistributo tho school oquipnont originally
rurchosod for thu liontos “laros and Miraboln

sitos to othor aron in tho Polygon of Drought. 9
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