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AGANCY FOR INTERNATIONAL DEVILOPILIT
UNITZD STATZS A.I.D. MISSION TO BRAZIL
Office of the Controller

Juno 28, 1967

TO The Director of Miassion
Minister Stuart H. Van Dyke

This report relates to an examination made by the USAID
Controller's Office of Flementary and Basic Iducation in the Brazil-
ian Northeast - State of Bahia - for tho period July 27, 1963 through
December 8, 1966,

This report represonts the oighth and final roport on education
projects in the Brazilian Northeast.

4 local currenoy loan of NCr$10.8 million was ontored into on
May 3, 1963 and by subsoquent amondmonts increased to NCr$17.2 mil-
lion., Additional financing has beon provided by SUDRVZ,

The Bahia projoct agreemont broadly provides for construction
and training programs in ordor to improve tno Stato's basic and
clementary oducational systom.

Although more than two years have olapsod since construction
bogan, only 11.5 por cout of tho projectod number of classrooms have
boon startoed and only 2 nor cont have boen completed. Howevor, 55
por cent of tho budgotod funds have boon disbursod (p. 7).

Howovor, tho quality of tho work dono to dato appears good and
as a rosult funds woro reloasod to tho State for spocific purposos
in Docomber 1966 (p. 5).

Tho Stato of Bahia, liko all provious roports on the subjoct of
northoast oducation projocts, suffors from many of tho samo probloms
of tho othor statos, fovortholoas, our impression is that tho Stato
of Bahia copod with i%s difficultios in a moro offootive mannor than
tho othor statos. Tho Tollowing factors influociicod this conclusion
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Tho Stato's docision, aftor its unsatisfactory initial ox-

porionco with privato contractors, to award tho construction

work to the mayors. Tho mayors appoar to bo doing a good job(pp.8-9)
The continually good suporvision by the Stato {p. 10).

The construction quality appoars to be good (p. 10),

The roport contains throe rocommondationss

Roquoest for dotailod, definitivo construciion budgots (p. 12).
Roquost that tho Consulting Enginocering firm approve budgotod
amounts prior to award of contracts and also approve road just-
monts to contract amounts. Tho rosidont onginoor informed us
that ho is not boing kopt closoly informod, rogarding construc-
tion budgots or rosdjustmonts to contrasts (p. 14).

USAID/B detormino what mcasures tho Stato i3 taking concorning
tho wse of kitchon oguipmont (p. 15).
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Thomas R. Stuman

Acting <ontrollor



AGENCY FOK INTZRNATIONAL DIVELCPMENT
UNITED STATES A.I.D, MISSION TO DRAZIL

REPORT ON EXAMINATION
OF
SLEMENTARY AND BASIC EDUCATICN IN THE BRAZILIAN NCRTHZAST
STATE OF BAHIA
PROJECT AGREZIMENT No. 512-21-64C=C37

SECTION I - GZNZRAL

A. SC02% AND PURPOS:
We have examined thoe project "Ilementary and Basic Zducation
in the Bragilian Northoast - State of Bahia". This is the initial
ramination of the project and covered the period from July 27, 1963
shrough December &, 1966,

The principal objectives of our examination were to review and

evaluate the effectivenoss of program implementation as compared with
tho objectives outlined in the project agreement and to determine the
quality and effectiveness of financial and administrative management.

Our examination wes made in accordance with generally accepted
auditing standards and included such tests of financial records, ins-
pections, and discussions with USAID/B und State officials as we con-
sidered necessary unde: the circumstances. Tho audit was conducted
jointly with SUDINT auditors who are issuing their own report.

Before finalization, this report was reviewad with appropriate
USAID/B officials in the Northeast Area Office (IT3A0) who expressed
their general agreement with its contents.

B. BACKGROUND
On May 3, 1963, USAID/3 extunded a NCr$19,5600,000,00 1local
currency loan (512-0=012) to the Superintonddncia do Desenvolvimomto
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do Nordosto (SUDANE) for tho improvomont and oxpansion of basic
oducation in tho Northoast. Tho amount of this loan was incroasod
lator by two soparato amondmonts to NCr$17,280,592.00. Tho lean
funds woro genoratod from tho Second Salos Agroamont undor Public
Law 480, Title 1,

On Junc 18, 1963, USAID/B, SUDENE, tho Brazilian Mnistry of
Bducation (MEC), and tho Stato of Bahia simed Projoct Agroomont No.
512-=21-640~139 undor which SUDENZ agroed to mako available to tho
Stato, as a grant, tho amount of NCr$3,007,402,C0, from USAID/B loan
procoods (a part of lcan 512-G-012 notod above). Soven othor North—
cast Brausil Statos zlso ontorod into similar projoct agroomonts. Tho
Bahia projoct agroomont broadly providod for construction and train-
ing programs in ordor to improvo tho Stato's basic and olomontary
educational asystom. 10 program is administerod by an organization
spocifically formed for this purposo, tho Comissfio lxocutora dv one
vinio SUDEN3Z/USAID/I(3/stado da 3ahim. A throo yoar timo poriod
was originally ostablishod to accomplish tho program's objoctives.
Tho torminal dato for disburscmonts undor tho loan, originally sot
for Docomber 31, 1966, was oxtcndod by 31 days to January 31, 1967.
Final contribution deto undor tho projoct agroomont has boon oxtond-
od to April 30, 1967.

Ce  CURRENT SITUATION

Duo to unsatisfaciory implcmontation of tho Northoast achool con-

struction program, tho Il'i.V formod a "Task Foirco" in March, 1966 to
dofino problom aroas and initiato corroctive action. On Docambor 9,
1965, a joint USAID-SUDilNi. "Task Forco" nogotiatod guidolinos for tho
amondmont of tho loan agroomont. The guidolinoc roquirc, as conditions
procodont, a corroctivo cction program including snocifioc proceduros
Tor corroction of porformanco doficioncion to dato and a rovisod odu-~
cation program including spocific implomontntion procoduros for futuro
activition undor tho loon. Tho atatos woro noiifiod of the roquirod
aotion in a mooting hold on Docombor 15, 1966, In nddition, tho ro-
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prosontativos of tho §tato woro notifiod not to spend any of thc un-
usod program funds in thoir pessossion oxcaopt for oxisting obligations.
NiZAO roloasos of USAID/B funds woro suspendod,

In tho caso of tho Steto of Bahia, an oxcoption was mado bocauso
it was tho opinion of USAID/B/NEAO officials that projoct implomontation
gonorally was satisfeciory. Therofore, in ordor not to ponalisec Bahic,
funds for cortain spouific purposos woro roloasod to tho Stato in Do
comvor, 1966,

This is tho oighth and final audit roport on oducation projocts
in tho Brasilian Northoast, and it contains rocommondations applicablo
to tho Bahia progrem, with particular omphasis on tho procoduros boing
usod to implomont that portion of tho program financod with tho Dccome
bor 1966 fund roloaso.

S30TICN II -~ FINDINGS AND RiCOIN[ZDATICNS

A.  FUNDING
1. Gonorsl
4 total of ¥.133,949,867.00 wns plodgoc by tho signatorios
to accomplish tho objoctivos of this program ¢ tho Stato of Bahia,
Through Docembor 8, 1966 tho State rocorded rocoipts and disbursomonts

es follows:

PLIDGID 220VIDED BALANCE
SUN'NE ~ From USAID :
Loan iir63,007.40  Nord2,074432 Hir$ 933,08
Stato of 2ahia 600, 6U3an . -
SUDZNE -~ Othor Sourcos 2C0, 0 207, (! -
CONTAP . 142.46 - 142.46
TOT.L NiZ¥da040.86,, NCr§2,374.32.  _ N.r$1,019.54

Tho funds providod woro dopositod in soperate accounts at tho
Banco do iatado da Bahia S.A. “ash dalancos as of Docombor 8, 1966
woro as followa:


http:1iir,3,G/(.40
http:4,,r33,949,867.QO

PROJSCT FUNDS INTERIST JARNED TOTAL

SUDENZ - From USAID

Loan NGr$216,061.00 NCr$s5,378.0C Ner$221,439,00
Stato of Bahia 184,167.00 1,185.C0 185, 352,00
SUDZNE - Othor Sourcos .. 142,458.00 279,00 142,737.0.
TOTAL ir$242,686.00, NCr86,842,0C  Nir$s49,526,00

Obligations for construction oxpondituros to bo appliod against
tho USAID/B and tho Stato balances amount to Hir(400,688.10,

2. Additional Fund Roeloaso
On Docombor 19, 1966, an additional NC1r3706,260.11 was
roloasod under locn 512-G-(12 by USAID/B. Thoso funds woro budgotoed
for tho following spocific purpesos:

To comploto cortzin schools undor construction:

2nd Quartor Schools NCr§ 65,00C,0C

3rd Quartor Schools - 1st Phaso 123,813.56
To inspeoct school tcnstruction 18,516.94
To purchaso toaching matorials 11,756.72
To construct 15 now schoola

3rd Quartor S .hocls - 2nd Phaso 481,172.79
TOTAL N%r$706,260.¢1

As a rogult only N.»r%226,820.99 aro prosontly cvailable f:om
USAID/D loan funds to financo project activitiaes.

3. PROJECT PI0GR.23S
l. Gonoral

Through Docomhor £, 1966, tho State hac oxpondod NOr$...
2,323,925.98 on tho following activition:

SUDLRE o SUDdV s
USAID LO.it STAT OTAT SCURCIS TOTAL
N4 Nurg 1od Noré
sonatruction 1,426,031.,0C 73,814,00 - 1,499,845.u0
Rooconstructinn 87,37 «tL 807.c0 - 88,257.3C
Jquipmont 208,522.00 17,7170.00 T4036,0C 313, 326 0
Training & Adult
Litorncy 4y 470400 8,118.,0C  55,16.LL 62,702, ..,
Cthor gj,Q)4 CO 253 540 UC 490 00 22.[24 QU
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2. Construotion and Roconstruction

a. Construction
Tho following summary comparos tho actual construction
progrosn with tho progran odbjoctivoss

PROGRAl ACTUAL
Humbor Amount Numbor Amount
Ulagsrooms:
Complotod 60
Not complotad 262

Total Classrooms 2,800 NCr$2,748,800,00 322 NGr$1,487,067.00
Industrial Arts Work-

shops 20 128,800,00 1 11,998,C0
nogional Suporvisory

sontors 1) 181,200,00 - 315.C0
Toachor Training

Centors 6 110'400000 - 465.0()
Curriculum and Suporv,

sontor 1 50,000,00 - -
TOTAL N.r$3,219,200.00 N2rd11492,842.48

«xhibit 4 prosontis a dotailod broakdowm showing construction and
uso of classrooms comhlotod or undor construoction.

In tho moro than “wo yoars that havo olapsod sinco construction
bogan, only 11.5 por cont of tho projoctod mumbor of classrooms havo
boon startod and only 2 por cont havo boon comblotod. Howovor, 5%
par cont of tho budgotod funds havo boon disburcod. Asguning that
tho schools undorway and tho 51 now classrooms »lannod aro complotod,
&8 prosontly budgotod, ihou construction prograus will achiovo only 13}
por oont of 1ta goal., Thothor this gool will Yo r.conplishod i somo=
what doubtful in viow o tho projoct hiatory te dato. Cthor construce
tion goals also appoar to bo doubtful of ncccomhlishmont for tho namd
roason. Only ono of tho twonty Industrial Arts loirkeshopu will bo
built. Nono of tro thirtoon Nogionnl Suporvinc.ey “ontorn or tho six
Toachor Training Lontours will bo bullt., A Currdculum and Suporvinion
Vontor alno will not “o ucnntructod,
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Some of the reasons the project is not fulfilling its building
goals are due to the following: _

l. First and foremost ia the inflation which has been harmful
to 3razil during the last few years. This is roflected in the con-
struction index for the State of Guanabara vhich increased nearly
six-fold from 747 in 1962 to 4,249 in 1965. Tais increase is borne
out by the Comissado's exherience with its budgats. At the beginning
of the program the consiruction cost per classroom was estimated at
NCr32,020.00. The mosi recent budget estimates tho cost per class-—
room at approximately N.r$11.5 thousand. However, wo understand that
a current estimate would be even higher. From this wo may gain an
understanding of inflation's impact.

The reports of the Daly Co. gave early indication that the
program would not achiove its goals. In its July, 1964 report the
Daly Co. stated that only 35 per cent of the nrojoct's construction
goals could be mot uncer the funding plan. Subsoquent events have
showm even this estimcte to ho optimistic,

2. Howevor, inflation alono is not the cauce of not reaching
the objectives of tho program. In rotrospect, it is apparent that
the program's construction goals were beyond tio capabilities of the
iomisedo and the contraciors of tho Stato. And as construction pPro-
gress laggod tho impact of inflation was accentuatod,

Tho Comissao tool: a long timo to boecome onorational. Al though
tho prcjoct agreemeni wog signod in June, 1963 and tho first roquest
for funds was mado in Jobruary, 1964, the Lomissho was not roady to
bogin construction whon tho funds finally woero roloasod by the rovioy-
ing and approving agoncios in July, 1964. Tho Tirst construction con-
tracts woro signod in Jontombor, 1964,

Originally, tho Stato intondod to acoomplish tho work by awarding
contracts to low=biddin:s contractors. Threo »ict opondngs woro held.
Tho first two woro not satisfactory duo to Hid irrogularitios, ap-
paront collusion, and lack of biddors. At tho vhird bid oponing, somo

oontracts for now conttiruction and ropair work woro awardoed, In othox
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cases, tho State rofusod to award contracts bocauso the bid amounts
woro twico tho amount of tho estimatos. Jvontunlly, tho Stato decidod
to nogotiato contracts with tho mayors of the citios in which tho
schools wero to be located.

Onco construction bogan other difficultios bogan to hindor pro-
gross. It bocamo apparent that the Comissio's porsonnel woro inox-
porioncoed and that tho size of tho program was boyond their capabil-
itics. Thoro was a lack of leadorship in the architoctural and
onginooring departmonts. Thus, construction nlans sufforod and
propor oporating procodures had not beon institutod as statod in tho
consulting enginoors roports. In addition thoro woro shortages of
matorial, particularly comont, which dolayod construction by months
and a lack of skillod craftsmen, It was obvious that tho schodulod
consiruction poriod of “hroo months ber school was unroalistic. In
June, 1965, only ono school had boon complotod within 5 months, and
tho majority roquirod ton to oloven months to comploto.

Throughout tho »roject's existonce thoro anpoars to havc hoen
difficultios in synchronizing tho roles of USAID/n, SUDENZ, the Co-
missdo, and tho Jaly .o, This is ovidoncod by tho deolays that woro
encountorod in roselviny tho probloms which confronted tho projoct.

Tho forogoing briofly summarizos tho difficultios which havo
efflictod tho construction portion of tho projeci. To a cortain
oxtont thoy aro tho samo as thoso which tho othor status havo on-
cocuntorod, Novortholos:i, our improspion is thot the Stcto of Dahia
copod with its difficultios in a woro offoctive nanner than tho othor
atatos. Tho followin; Tactors influoncod this conclusions

1. Tho Stato's docision, nftor itn unsatisfacicry initinl axporionco,
with privato contractors, to award tho construction work to tho mayoin,
Basod on tho Dely <o, roporta, tho conatruction woul. porformod by tho
mayors has boon sunorior to that porformod by .oalrnctors. Contractn
for oightnow achooln woro awardod to contractornes Throo of thosu worao

conoollod for non-porfoinanco and tho worl wan talion ovor by tho mayorn
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of tho localitics. On tho romaining fivo schocls tho quality of tho
work was not particularly satisfactory and thoir cost was moro than
thoso built by tho mayors. Taking all factors into conasidoration,

it appoars that tho mayors in tho Stato of Bahia cen administor tho
tochnical aspocts of school construction. Howovor, funding admin-
istration is a problom as statcd on pagos (pp.7-8)., Tho municipalitics
havo accoss to matoricls end, sinco ovon tho smallost has a public
works program, workmon and a foroman usually aro availablo. Also,

many of tho mayors consider thoy havo a political obligation to con-
struct schools for thoir c¢ommunitios. Naturally, tho quality of tho
construction work porformod by tho meyors varios as noted in itom 3
bolewe. Tho Daly Co. roports indicated that in communitios which had

8 noat, woll-carod for oppeoaranco tho quality of tho schools construce
tod was bottor than in communitios which lookocl decropit and run-down.
In genoral, this imorossion was confirmod durin-; our fiold trip.

2. A factor which roflocts favorably on Behin's »rogram is the
continuing suporvision tant is boing givon to construction in Progrosde.
Wo woro ablo to obsorvo that both tho Jomins~o's ongincoring ataff and
tho Daly vo. onginoors aro socking and idontifying probloms and thon
taldng tho nction to romody them. It should o notod in this cornoc-
tion that, as in tho pact, tho Comissfo is nhort of fiold inspoctors,
Adoquato inspoction ol the constructiona iu hWoins ~rccomplipghod, how-
ovor, through tho atrcnuous offorts of tho .omisifio and Daly Co. pornon-
nol.

3. Anothor facto- wiich faverahly improsscd w. was tho construction
qurlity of tho now ochools, uring a fLold tri wo visitod olght
achools that woro oithoyp wumplotod or under ceantiuction. Uur obgore-
vations indicatod that thono complotad wora Yhoti: nnods  Wo did not
notico any obvious cenutruction dafoots. In novurnl instancon tho
muniocipnlition had built ntonu wnlln around tho seicoln and mado othoxr
improvomonts, includin: ccditional clranrooms, which woro paid from

tholr own fundn. Tho nchooln wory woll-patnininod and rangod from



throo to oight classrooms in sizo. Thoso schools aro improssivo
buildings and aro a dofinito assot to tho communitios in which thoy
ero locatod. MNovortholoss, thoro woro 12 casos of sorious construc-
tion doficioncios. Wo woro informod by tho Daly Go. rosidont onginooc
that measuros havo boon and are boing takon to corroct tho dofocts.

Tho Daly Co. roporiod to us that tho cost por classroom is loss
in 3ahia than in tho othor ctatos.

Included in the Doccmbor 1966 fund rolozso is NCr$189 thousand
to comploto tho 262 classiooms undorway and NJr8407 thousand to con-
stract 51 classrooms in tho socond rhaso »f tho 3rd Quartor.

A total of 26 schools lack a wator supply for drinking and sani-
tory purposos. A sudstantial portion of thcso funds will bo usod to
solve this problom. “his will roquiro digging wolls, oxtonding pino
systoms, or making othor arrangoments for saniinry facilities and
drinking wator. A comorohonaivo survoy of tho wrator situation for
all the schools has boon mado by tho Jaly Co. and a nrogram of action
is being ovolvod by tho Stato.

It is not likcly that tho 51 claussrooms will %o constructod ot
tho budgotod cout of 113487 thousand. Dr. Ilhnsur, Loordinator of
tho Comiasldo, informod USAID that, duo to a subsinntial roduction in
tho mnyora' “Sudgots tho nayors would no longor Ho ablo to contributo
funds, lahor, nor mntoric] for conatruction of +ho school buildings,
Bocouao of this  udpo. Jeublon tho financial nsLocts for comploting
this projoct aro furiho. nogmificds At tho ond ol January, 1967, Dr.
Mangur, Coordunador o the Cominsfio, indicatol that ho would roquosgt
USAIL/D and SUDIIS to app:s0va tho radustion ol {ho numbor of clasa-
rocns to 4C and to incioany tho funding %y Nori;25 thousand, Alno, o
dotrilod budgot for tho I r$l160 thounand to camploie 2nd and 3rd
Qnrtor Schools had not “oon proparod at tho tinu of our audit,

It 1o cur opinion llat dofinitivo conotrucilon bhuwlpotn for tho
fundo roloanod in Docomhor 1956 should ho pronsarod, iy notting cone
atruction gonln now, a noanurdo of oentrnl ovor conntruction pregroon
oan bo obtainnd,
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RECOMMENDATION o, 1

That USAID/B NZEIN roquiro tho Comissfo to propare dotailod,
dofinitivo construction budgots for (1) tho NCr$189 thousand
for tho complotion of schools in progross, (2) tho NCr$487

thousand for construction of now schools.

During our oxamination wo loarnod that wovl has boon haltod on
sovon 3rd Quartor schools in Ibirataia, Itabuna, Itoror6, Florosta
Azul, and Senta Cruz da Vitéria. Wo woro not ablo to ascortain tho
roesons for tho stoppagos. Although tho USAID/B/NBAO probadly would
loarn of this situation in tho courso of ovonts, wo considor it worth-

whilo to montion.

bs Roconstruction

Actunl roconstruction o comparod to that urogramod is

prosontod bolow:

) PRUGHAM 40 TUAL
Humbor Anount Humbor Amount
slassrooms:
CJomplotod 94
Not comnloted 25
Total 1,000 Nir$63,650,00 119 Ndr$68,595,00
Normal Schocls 2 20,00,00 1 19,662.00
TOTAL 1Sr$83,629.49 HOrg88,227.09

Tho samo factors that hindorod now conatruction also sausod thip
part of tho progran to Toll short of its gcalss  Although tho oxe
pondituros wors classifio’ ag roconstruction, tlioy woro moro in tho
noturo of ropairs to rocis, oloctrical and panitor; oystoma, ote., o
woro informod by the Daly Lo. rocidont onginocor thet those oxpondituros
mado it possiblo to continuo using aschoeis which otheriso would havo
boon unusablo.

Tho Stato docidol %4c discontinuo aschool 1roconstruction bocnuno
this mothod has showm itnolf to bo an unoconcmicol way of providing
additional clansroons.
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During our fiold trip wo visited somo schools whoro roconstruce
tion work had boon porformod. According to tho Daly Co. ficld ongli-
neor tho work at two locations in Foira do Santana, Lscola Maria
Quitéria and Escola Jolo Floréncio, was not satisfactory. Both jobs
had boon dono by contractors.

Wo concluded that tho decision not to roconstruct any moro

schools appoars sound.

c. Clontracting Procoduros

The Stato criginally intonded to porform all construc-
tion work by awarding contracts to low-biddors, Throo bid oponings
woro hold. Tho first was cencollod bocause of hHid irrogularitics
and apparcnt collusion. Tho sccond wasg considered unsatisfactory
bocauso only ono biddor rospondod. On tho basis of tho third bid
oponing somo contracts for now schools wero awardod. vontracts for
roconstruction also woro awarded, ovon though it was obvious that
collusion was prosont sinco tho diddors obtainoc, tho contracts ep-
parontly on a preodotermined basis. In the caso of now conatruction,
howevor, it was notod that tho low bid amounts woro %wico tho amount
of tho ostimetos, sonsoquently, tho Stato resolved to award tho worl:
tc tho mayors of tho municipalitios whero the schools aro locatod.

Tho Comissfio cntorel into 9V construction and roconstruction
contracts with mayors and 15 with contractors. Tho total amount of
thoso contracts originclly was Nor$l,705,747.5¢ for construction and
N2r$381,797.61 for roconsiructions Subscquontl;, tho contract amounts
wore roadjustod, and an additional Nur3133,302.0 was advancod for
cunstruction. From o practical stondpeint tho cdjustmonts probably
hed o bo made to avoid o comploto halt in conscrusticens  Hewovor,
thoro woro no provisions in tho centreocts previcing for thoso road juste
monts, nor woro wo ablo %c¢ dotormino the basis on which tho roadjust-
monto woro mado. Bacod on our oxamination it cppoared that tho Daly
Soe han not porformod any functicns in pottins oithor tho original

oontract amounts or tho read justmonts mado subsoquontly, Furthormoro,
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tho Daly Co. rosidont onginoor informod us thot ho is not boing kopt
closoly informod rogarding tho construction budgots presontly boing
proparod. It is our ovinion that tho Daly Co. rosidont onginoor
should bo closoly involved in budgot proparation and should have tho
authority for approval of tho contract amount. This also conforms

to tho roquiromonts of tho Daly Co. contract.

RECOMMENDATION lo, 2
That USAID/B UNEIN roquiro tho Comissio to obteain tho ap-
proval of tho Loo A. Daly Co. rosidont ongincor for tho

budgotod amount «f oach school boforo tho contrects arc
gsignod with tho municipalitios and fox cny futuro road just-

ments of tho contract amounts.

Rocommondations llo. 1 and No. 2 do not ain ot provonting futuro
road justmonts, if warrantod by conditions. Hovover, thoy do nim at
imposing budgotary control ovor construction to ho undortekon in tho
futuro.

Cur oxaminaticn rovozlod that, in meny instencos, the ontiro
contract amounts woro »aid to tho meyors, although tho schocls had
not boon cortifiod os comploto by tho Daly 2o. In most casos thoso
schocls wore 97 tc 90 nor sont comploto. Genorelly, this mocns thet
tho schocls lackoed oithor plaquos, wator, or olcctricity, or that
minor construction dolfocts nooded corroction.

Ono of tho ccnditicns procodont in tho Jesemvor, 1966 fund ro-
loago 1a that tho 3%ato ogroo to obtain apprcvel cf tho Daly Co. bo=

foro making final paynonic,

3, lMaintonanco c¢f Schoolsn

At prosont tho Stato has noithor a rosular maintonanco proe
@ran nor tho funds tc inutituto ono. Tho Stnto han signod contracts
with tho municipalivion tc¢ provido schonln naintonanco. Tho "Tank
Forco" considors tho lowlz of uschoolo maintencn.o to %o a norious pro-

blom in Bahic and io initiating corroctivo action,
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4 . ﬂm ui Eont
Tho Stato dishwursod NCr$376,029.04 o projoct funds on tho

folliwing itoms:

SUDENE I'RCM SUDENE
USAID LOAN OTHiR SOURCIES STATR TOTAL
NCr§ NCr$ Cr$ NCxr$
Jlassroom
Kitchon Equip- '
mont 21,530,00 7,036.00 86.00 28,652,300
Training Contor
Bquipmont - - 2,206.00 2,208.00
Suporvisory Contor
Bquipmont 4,916:00 - 3,302.00 8,218.00
Iffico Bquipmont 3,474;00 - 7,234,00 10,708,00
Vehicles 48,259, 00 - _12,218,00 60,477.00
TOTAL 288,922,00, ____74936.00___ ___ 17,770.00__373,328.3_

dxcopt for part of tho classroom furniturc, compotitivo bidding
was not adoptod fcr tho purchaso of furnituro, oquipmont, ond vchicles.
Howovor, wo found no indications that oxcossivo pricos woro paid. lost
of tho pur. .as05 woro mndo diroctly frem manufacturors. Excopt for
two thet woro in major aceidonts, all vohiclos woro woll-maintainod
end oporating. Minor rovairs and maintonance oro porformod promptly.
Tho oquipmont purchascd for school kitchons, most of which has
boon distributed, is not boing utilizod to its full oxtont bocause
tho State has not institutod a school lunch progirens  Tho Stato ap—

parontly doos not havo o woll-dofinod plan in <his aroa.
RECOMMCNDATICH lo, 3
That the USAID/B NiHR dotormino vhat nocsuros tho Stato in-

tonds to toko rogarding tho uso of school kitchon cquipmont,

Adoquato invontory rocords worc kont for oquipnont, vohiclos, and
furnituro purchasod with projoct fundu. No instaoncos of unauthorizod
uso wore notod. All oquipmont and furniturc which wo inspoctod during
our fiold trip was woll-mcintainod,
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5. Iraining
As of December 3, 1966, the State had snent NCr$62,701.69

of program funds on training activitiea. This is compared below with
program objectives:

PROGRAM ACTUAL
Number Amount Humber Amount
Lay Teacher Training 3,000  NCr$55,95C,00 248 Ncr$21.696,.CC
Technical Personnel 1/

Training 130 24,495%5,00 19 3,362.C0
Training Center Teachars - 6,000,09 - - ol/
Supervisory Training 100 29,900,C0 572 3,039.¢C
Adult Literacy Training - 165,227.00 3,49 34,6054 50
TOTAL or$201,272,02 Nor$62,102.00

1/ Punds expendod are for mat--ials. Training of 57
supervisors was financed from other gsowrrces,

Includes training of 142 instructors.

re

Participant training financed through PIO/Ps.

The program also hes lagged in achieving its training goals, the
reason being that the S'ate has refused to put a higher priority on
training. This is borne out by the relatively small amount of budgeted
funds spent on training, The problem in this arca seems to be a lack
of coordination between the Comissdao and the 3tate ducation Depart-—
ment. According to tho Secretary of Zducation adult literacy will be
given low priority in tho future. According to tho "Task Force"
teacher training has not beon given high priority and there is no
coordination botween tho construction and teachoar training program.
In addition, there is under-utiligation of high~level porsonnel who
have receoived trainin: in the United States as participants, Howover,
there is apparently no undor-uti{lization of schools duo to a lack of
qualified toachors.

Je A 3PORTING, ACCOUNITIIG, AND SUDMT: AUDITING 2500 DURIES
1, Regorting

According to tho projoct agroomont tho Stato was roquired

to submit quarterly o::ponditure reporta; this has not beon done.
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This accentuated the lack of financial control over the project.

The Leo Daly Jo. rondered monthly reports until January 1966,
when due to slow progress of construction thoy wore changed to bi-
monthly progross reports, We found all reports to bo goenerally ace
curato and informativo, As we have pointed out in our other audit
roports, we foel that morc effoctive use could have booen mado of tho

consultant's roports.,

2, Accounting

Soparate accounting records were kopt for the project. Ye
oxamined and ovaluatod tho records and found thom to be in accordanco
vith generally acceptablo accounting principleos and practices. Ins-
tances of incorrect oxvense classification wero noctod and dbrought
to tho attention of tho accountant for correction.,

3. SUDAND Auditingz Proceduros
SUDANE performs mainly "desk audits" of the Stato's oxpendi-

ture reports. In our ovinion, SUDZINZ has not »orformed adoquately in
the audit nor tochni:al inspoctions of school construction, both of

which are important and tho responsibility of SUDII,

D.  PUBLICITY AND MARKINC

Wo found tho projoct had recoived favorabdlo press covorage and

USAID/B contribution was rocognizeod,

The schools which wo visited all had pormanont plaques, if come
plotoe, or signs, if undor construction. Daly Co. doos not cortify a
school as comploto if i+t lacks plaquos.

Nol.thor plaquos alono nor initial publicaiion of a projoct roally
givos any lasting impact or wido covorago to tho ooplo of Brazil cone
corning tho Allianco for Progross. It is suggoniod that mothods bo
dovolopod to continuously covor projoctsfrom incoptiion to projoots
conclusion.
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EXHIBIT A
CONSTRUCTICON — ‘NEW SCHOOLS

IN USZ NOT IN US: TOTALS
Build- Class~ Builde Class- Build- Classe

ings rooms ings rooms ings rooms

2nd teor
Completed 12 60 12 60
Not Completed:
No additional funding l/
required 12 53 1 3 13 56
4Additional funding 2/
required 11 47 11 40 22 817
Sub-Total 35 160 12 43 47 203
rd rter
Not Completed 32 119 32 2/119

COMMSNTS

By definition of the Daly vo., schools are considered not completed if
they lack electricity, a water supply for sanitary and drinking purposes,
plaques, or if they have minor construction defects which require cor-
rection. 4s shown above many of these schools aro in use.

;/ The 12 second quarter schools not completed, but in use, which do not
require additional finencing are 97 to 99 per cent complete. These
lack either water or olectricity, both bveing readily available, or
plaques.

g/ Tho total of 22 second quarter schools which roquire additional fund-
ing range in complotion from 43 to 99 por ceni. loven are over 98
per cont complote, threo are over 90 por cent complete, fivo are ovor
8C por cent complota, and two aro 43 por cent and 48 por cent comploto.
Tho majority of the schools in tho higher rangos of complotion lack a
roadily available wator supply. Genorally in thoso casos, eishor
wolls must bo dug, oxtonded pipo systoms laid, or othor arrangemont
for sanitary facilitios mado. The cost of com»blotion theso mocond
quarter gohools is budgotod a% Nir$65 thousand,

j/ Schools includod in tho third quartor rango from 15 to 85 por cont
comploto and thoir cost of complotion is budgotod at NUr$124 thousand.
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Numbor

SUMMARY OF RZZSOMMENDATIONS

IXAIBIT 3

That USAID/3 NiZIN require the Comissdo to prepare
dotailed, dofinitivo construction budgets for (1)
the NCr$189 thousend for the complotion of schools
in progross, (2) tho NCr$487 thousand for construce

tion of now schools.

That USAID/B NIEIN require tho uomissao to obtain
the approval of the Leo A, Daly Co. resident ongi-

neor for tho budgotod amount of each school bofore

the contracts aro signed with the municipalities

and for any futuro readjustmonts of the coniract

anounts.

That USAID/3 NH! ceiermine what moasuros tho

State intendn to ialo roegarding the uso of school

kitchon oquipmont.
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DISTRIDUTION OF
IPOLT ON IAMINATION

No. 32/67
COFY No,

Ministor Stuart H. Van Dyko, Dircotor, Unitod Statos Agoncy

for International Dovolopmont to Brazil 1
Mr, William A. 311is, Doputy Diroctor (DDOM) -« USAID/B 2
Mr. Shopard J. Hollandor, Assooiato Diroctor (17SAD) -

USAID/B/NEAO 3
Stato Dopartmont ~ Tho Honorablo J.K. Manafiold, Inspoctor

Gonoral of Foroign Assistanco (IGA) 4
AID/Y - ixocutivo Diroctor (ALA-LA/MGT/K) 5 -6
AID/W - Offico of tho Controllor, Audit Divisien (C/AUD) 7
Amorican Lmbassy, io do Janoiro - lir, Frank ., Uarlucci,

Sxooutivo Officor (:ITiC)
USAID/B - Offico of Toshnical Cooporation (ADD:) 9
USAID/3 . Offico of ‘Tochnical Jooporation (DD¢.) 10
USAID/B - Offico of !nnajomont (ADMG/MGEX/IGIA) n
USAID/B - Offico of .aniial Dovolopmont and Incustry (ADCD) 12
USAID/B/N3A0 - Capital Zovolopmont Gffico (N.3:7) 13
USAID/3 - NMuman Jdosowrcos Uffico (HRC) 14
USAID/B/NEAO - Humaniomourcos Division (NZHR) 1% ~ 16

USAID/B - “nginocoring and Natural Ronourcon Offico @ - 110} 17

USAID/B/N3AO - nginooring, Induntry, and Natural Remourcos
Division (NZZIN 16 - 19

USAID/B/NEAO = Progran Staff (NiDS) 2t
USAID/B - Offico of S,o0.ial Ansintant for Svaluation (DSAZ) 21
USAID/B =~ Gffico of Saocinl Ammintant for Informaiion (DsAY) 22

USAID/B - Offico of tho ontrollor (< ONT) 2}
USAID/M/NZAO = Offico o tho Yontroller (NILL) 24
USAID/B = Official Filo .opy 29
USAID/S = Audit Diviaion (LOAD) 26 = 30

NU'3s  All audit work papors are attachod to .ony No. 26 which im on
filo in tho Offico of t'io ‘ontrollor, Audit Divioion (Scab), USAID/B,
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