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AGWCY POR INTerNATIONAL DXVIMOPHWT 

UNITED STATES A.I.D. MISSION TO BRAZIL 

Office of the Controller
 

January 25, 1967
 

TO The Director of H.ssion
 

Minister Stuart H. Van Dyke
 

In response to your request to audit the "Mementary and
 

Basic Education in the Brazilian Northeast" program as carried
 

out in the four remaining Northeast status, we have completed an
 

examination of the project in the State of Piaui. Our report
 

covers the period July 30, 1963 through November 30, 1966.
 

Pursuant to a loan agreement with SUDZY2, USAID obligated
 

Cr317.2 billion of Public Law 480 Title I funds for a program of
 

school construction in 8 states of the Northeast. Out of these
 

loan funds, SUDWE made a grant to the State of Piaui in the amount
 

of Cr$2,254 million to assist in the State's education program. To
 

date, Cr$1,808 million of USAID/B funds have been transferred to
 

this project.
 

The Piaui project agTooment provided for tho construction of
 

1,000 classrooms, 4 normal schools, 3 ouperviso-y centers, 10 in

dustrial workshops, and 10 medical-dontal units. It provided also
 

for the "reconstruction" of 230 classrooms and 1 normal school, as
 

well as for the procuromont of equipment and educational materials,
 

plus teacher training. The program was administorod by the State
 

organization, "Sorvigo Oooporativo do Educaggo do Piaui" (SECEP).
 

An in the case of the other 5 state programs, implementation
 
of this projoct has boon unsatisfactory. Significant doficioncies
 

found in the program arc cited below.
 

1. During the more than 3 years that havo elapsed since the
 
inception of the projoctp only 121 out of tho plannod 1,000 class



rooas havo boon complotod while 64 are partially complotod. Ono 

normal school has boon completed while other goals have not boon 

mot at all. In percentage terms, only 18 per cant of the programod 

classrooms have boon started while 70 per cent of funds available 

from all sources have boon expended (pp. 6-8). 

2. Inflation seriously affectod the success of the program, 

but it is doubtful if objoctivos would have boon mot ovon had prices 

ramainod stable. SECEP appoared unable to utilize the funds made 

available; further, SECEP was nover staffed to carry out a program 

of the magnitude called for in the project agroomont. A shortage 

of contractors and building materials in the State of Piauf was 

cited (pp. 8-9).
 

3. No bids wore solicited for the school construction. Po

litical motives appear to have governed contractor selection in 

that the former State Secretary of Education made all of the awards 

by direct selection. Twonty-six of the 48 contracts wozo awarded 

to town mayors. Twenty of the 48 contracts awardod were subsoquontly 

adjusted upward without the approval of SUDM-U or USAID. Ponalty 

clauses wore not enforced (pp. 10-11). 

4. No maintenance program has boon formally established by the 

State although most of the completed schools are already in need of
 

maintenance. The auditors noted leaking roods, inoperative plumbing,
 

broken floor tiles 9.nd blackboards, fading paint, cracked walls and
 

foundations (p. 11). 

5. SECEP did not maintain adequate inventory procedures for 

classroom furniture procured. Broken furniture was usually not re

paired, and there was no maintenance program for school furniture 

(pp. 12-13). 

6. Eleven vehicles wore purchased with program funds, the 

first of those having boon an Aoro-Willys passenger sedan which 
was bought for the exclusive use of the Socrotary of Education 
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7, Tho systom of supervisory control and training has not 

funotionod properly; tho systom lacks woll dofinod procoduros and 

policios. Suporvisors woro not doing tho jobs assignod to thom 

in that thoy woro working as toachors at spocific schools or wore 

working only in the contral citios and not in tho rogions (pp.13-14). 

8. Reporting by SECEP on financial and physical progross of 

tho projoct was gonorally inadoquato, and SUDZU had not offoctivoly 

oxocutod its responsibilities for providing tochnical assistanco and 

ozorcising projoct control (p. 14). 

As you know, bocauso of tho unsatisfactory imploontation of 

this ontiro program, tho USAID formod a "Task Fores" which on Do

of tho loancombor 9, 1966 nogotiatod guidolinos for amondnont 

agreement. Tho guidolines roquiro a corroctivo action program 

including spocific stops for corroction of porformnnco doficioncios 

and for rovisod and moro offoctivo procoduros. All 8 Statos woro 

notified of tho actions roquirod and woro furthor notifiod not to 

spond any of tho unusod program funds oxcopt for oxisting obligations.
 

NZ&0 roloasos of USAID/B funds aro boing withhold (PP.5- 6 ). In viow 

of the Task Force actions, we aro making no spocific rocommondations 

in this roport for corroctivo action. 

Norman Olniok 
Controllor 
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AGWCY POR INTENATIONAL DEVAIOPHMT
 

UNITiM STATES A.I.D. MISSION TO BRAZIL
 

Offioe of the Controller
 

January 25, 1967
 

TO The Director of Mesion
 

Minister Stuart H. Van Dyke
 

In response to your request to audit the "Mementary and
 
Basic Education in the Brazilian Northeast" program as carried
 

out in the four remaining Northeast states, we have completed an
 
examination of the project in the State of Piaui. 
 Our report 
covers the period July 30, 1963 through November 30, 1966.
 

Pursuant to a loan agreement with SUD&f,USAID obligated 
Cr$17.2 billion of Public Law 480 Title I funds for a program of
 

school construction in 8 states of the Northeast. 
Out of these
 
loan funds, SUDAW3 made a grant to the State of Piaui in the amount
 
of Cr12,254 million to assist in the State's education program. To
 
date, Cr$1,808 million of USAID/B funds have boon transferred to
 

this project.
 

The Piaui project agroment providod for the construction of
 

1,000 classrooms, 4 normal schools, 3 supervisory centers, 10 in
dustrial workshopu, and 10 medical-dontal units. It provided also
 
for the "reconstruction" of 230 classrooms and I normal school, as
 
well as for the procurement of equipment and oducational materials,
 

plus teacher training. The program was adminictorod by the State
 

organization, "Sorvigo ;ooporativo do Educagbo do Piauf" (SECSP).
 

An in the case of the other 5 state program, implementation 

of this projoct has boon unsatisfactory. Significant deficiencies 

found in the program are cited below. 

1. During the more than 3 years that have olapod since the 
inception of tho project, only 121 out of tho plannod 1,000 class
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rooms have boon complotod whilo 64 aro partially coiplotod. Ono
 

normal school has boon complotod whilo othor goals havo not boon
 

mot at all. In porcontago torms, only 18 por cont of tho programod
 

classrooms havo boon startod while 
'0 por cont of funds availablo
 

from all sourcos have boon oxpondod (pp. 6-8).
 

2. Inflation soriously affoctod tho success of tho program# 
but it is doubtful if objoctivos would havo boon mot oven had pricos 
romainod stablo. SECEP appoarod unable to utilizo the funds made 
availablo; furthor, SECEP was novor staffod to carry out a program 
of tho magnitudo callod for in tho projoct agroomont. A shortago
 
of contractors and building matorials in tho State of Piauf was
 

citod (pp. 8-9).
 

3. 
No bids woro solicitod for tho school construction. Po
litical motivos appca! to have govornod contractor solection in
 

that tho formor State Socrotary of Education made all of tho awards
 
by direct soloction. Twonty-six of tho 48 contracts woro awardod
 

to town mayors. 
Twonty of tho 48 contracts awardod wore subsoquontly
 

adjustod upward without tho approval of SUDWE or USAID. Ponalty
 

clauses were not onforcod (pp. 10-11).
 

4. No mairntonanco program has boon formally ostablishod by tho
 
State although most of tho complotod schools are alroady in nood of
 

maintonanco. Tho auditors notod loaking roods, inoporativo plumbing,
 

brekon floor tilos qnd blackboards, fading paint, crackod walls and
 

foundations (p. 11).
 

5. SECEP did not maintain adoquato invontory procoduros for 

classroom furnituro procurod. Brokon furnituro was usually not ro
pairodp and thoro was no maintonanco program for school furnituro 

(pp. 12-13).
 

6. Elovon vohiolos woro purchasod with program funds, tho 

first of thoso having boon an Aoro-Willys pansongor sodan which 

was bougnt for tho oxolusivo uso of tho Soorotary of Education 

(p. 13). 
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7. Tho systm of suporvisory control and training has not 
functionod properly; tho system lacks woll dofinod procoduros and 
policies. Suporvisors woro not doing the jobs assignod to thum 
in that they woro working an toachors at specific schools or wore 
working only in tho contral ciAioo and not in tho regions (pp.13-14).
 

8. Roporting by SECEP on financial and physical progress of
 
tho projoct was generally inadoquwto, and SUD2 had not offoctivoly
 
oxocutod its responsibilitios for providing tochnical assistanco and
 
exorcising project control (p. 14).
 

As you know, because of tho unsatisfactory implementation of
 
this entire programp tho USAID formed a "Task Force" which on Do
comber 9, 1966 nogotiatod guidelines for amondmont of the loan
 
agreement. Tho guidelines require a corrective action program
 
including specific stops for correction of porfornanco dcficioncios
 
and for revised and nero effoctive procedures. All 8 States woro
 
notified of the actions required and wore furthor notified not to
 
spend any of tho unused program funds except for oTisting obligations.
 
NZAO releases of USAID/B funds are being withhold (PP.5- 6 ). In viow
 
of the Task Forco actions, we are making no specific rocommondations
 

in this report for corrective action.
 

Norman Olnick' 

Controller
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AGOCY FOR INTERNATIONAL DEVELOPMENT
 
UNIT1) STATES A.I.D. MISSION TO BRAZIL
 

REPORT ON KAMINATION 

oF 
ELEMTARY AND BASIC 2DUCATION IN THE BRAZILIAN NORTHEAST 

STATE OF PIAUI 

SECTION I - GENERAL 

A. SCOPE AND PURPOSE 
WO havo oxaminod tho projoct "Slonontary and Basic Education
 

in tho Brazilian Northoast - Stato of Piauf". 
This was tho initial
 
oxamination of tho projoct and covorod tho poriod from July 30,1963
 
through Novombor 30, 1966.
 

Tho principal objectivo of our oxaination woro to roviow and
 
ovluato tho offoctivonoso of program implomontation as comparod
 
with objoctivos outlinod in tho projoct agroonont and to dotormlino
 
tho quality and effoctivonos of financial and administrativo manago

mont.
 
Our oxamination wns mado in accordanco with gonorally accoptod
 

auditing standards and includod such toots of financial rocords,
 
inapoctions and discussions with USAID/B and govornnont officials
 
as wo considorod nocossary in tho circumstancou. Tho audit was con
ducted joirtly with SUDME auditors who aro issuing thoir own so
parato roport. 

Boforo finalization, thin roport was roviowod with tho appro
priato USAID/B officials in tho Northeast Aroa Offico (NEAO) who
 
oxprosood thoir gonorcl agreonont with its contonts.
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B. BACKGROUND 
On May 3, 1963, USID/B oxtondod a Cr810,800,00OOOO local 

curroncy loan (512-G-012) to tho Suporintondbncia do Dosonvolvi
monts do Nordosto (SUDENE) for tho improvomont and oxpansion of
 
basic oducation in tho Northoast. Tho amount of this loan was
 
lator incroasod by two soparato anondmonto to Cr$17,280,592,O00.
 
Thoso loan funds woro gonoratod from tho Socond Salos Agroonont
 
undor Public Law 480, Titlo I.
 

On July 30, 1963v SUDE, USAID/B, tho Brazilian MiniBtry of
 
Education and Culturp (MEC) and tho Stato of Piaud ontorod into
 
Projoct Agroomont No. 512-22-640-037 undor which SUDnIE agrood to 
mako availablo to tho Stato, as a grant, tho amount of Cr42,254,715PO0O
 
from USAID/B loan procoods. Sovon othor Northoast Brazil Statos also
 
ontorod into similar projoct agroononta. Tho Pinuf projoct agroonont
 
broadly providod for construction and training programs in ordor to
 
improvo tho Stato's basic and olomontary oducational systom. Tho
 
program is adminiotorod by tho Stats organization "Sor-Ago Coopora
tivo do Educagao do Piauf" (SECEP). A throo yoar tino poriod was 
originally ostablishod to accomplish tho objoctivos. Tho torminal
 
disbursomont dato of tho Loan, originally Doacoubor 31, 1966, was 
oxtondod 31 days to January 31p 1967. 
 Final contribution dato of
 
tho projoct agroonont has boon oxtondod to April 30, 1967.
 

C. CURRDIT SITUATION 

Bocauso ef tho unsatisfactory inplomontation of tho program,
 
tho NEAO formod a "Task Forco" in March, 1966 to doflino problom 
aroas and initiato corroctivo actions. On Doconbor 9, 1966 a jrint 
SUDIVE-USAID "Task Forco" nogotiatod guidolinos for auiondnont of tho 
loan agroornont. Tho guidolinos roquiro, as loan conditions proco
dont, a corroctivo aution program including opocific procoduron for 
corroction of porforunnoo doficioncios to dato ant. a roviaod odu
cation progran including spocific implonontation proooduron for 
futuro activitiou undor tho loan. 
 Tho Statoo woro notifiod of tho
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roquiro4 action in a mooting hold on Doconbor 15, 1966. In addition#
 
thoy woro notifiod not to apond any of tho unusd propran funds in 
thoir possossion oxoopt for oxisting obligations. NEO roloasos of
 
USAID/B funds arc also boing withhold.
 

This is tho sigth audi' roport on oducational projocts in tho
 
Brasilian Northoast. Bocauso tho prior roporto containod rocon

nondations for corrootivo action which aro gonorally applicablo to
 
all 	oducational projoctsp including tho Stato of Piaui, and in viow
 
of tho abovo "Joint Tank Forco" offorts, no furthor roconnondations 

aro 	containod in this roport. Tho status of tho trojoct as of No
vonbor 30, 1966 is roportod in tho following sootion.
 

SECTION II - FINDINGS tN RflCOJODATIONS 

A. FUNDING 

1. 	Gonoral
 

A total of Cr$2,779,933,000 was plodgod by tho signatorios
 
to a..somplieh tho objoctivos of this projoot. Through Novonbor 30,
 

1966 tho State rooordod rocoipte and disbursoronto an follows (000
 

omittod) a
 

PlodRod Providod IExDondod
 
USAID/B Cr2O254,715 C41,808,220 C41 ,353,015
 
Stato of Pioul 300,000 200,000 77,782
 
SVI)ENE 150,000 150,000 138,014

CUMTAP 72-1 .
 
Total 	 W2,779,533 C42,158,220 041,568,811 

OMMOMMO**ONu namm"Wmmn 
 ONWWMMOMMu
 

Tho funds provido. woro dopositod in eoparato accounts at tho 

Banco do Rstado do Piauf S.A, horoinaftor roforrod to as tho "IUSAID/B 

account", Cash balanoos an of Novanbor 30, 1966 woro (000 onittod)l 

ProJect -Fuda Intrest Total
 
US/JID/B (,r$455,205 Cr$19,807 Cr1475,012
 
Stato of fiauf 122,218 1,307 124,105
 
SUTMS3 1$980 
 1$3 	 11,17&
 
Total 	 Or$589,409 Cr323,080 Or8612P489 
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Obligations against tho USAID/B account total Cr$18,000,000 
and roprosont unpaid contract balanoos. 

Tho Stats of Piauf is CrS1O,000,000 in arroare in its contri
butions. Tho "Joint Task Forco" guidolinos provido that tho Stato 
oithor pay its arroaragos in full boforo ontoring into a rovisod 
projoct agroocont or, if tho Stato cannot pay in full, tho rovisod 
projoct agroonont will limit USAID disbursoonts basod on State/a 
USAID contribution schodulo. 
Tho Stats contribution can bo no loss 

than its total arroaragos. 

Tho Tochnical Cooporation Council of tho Allianco for Progroess
 

(CONTAP) plodgod Cr$75,218,O00 to tho projoct on July 1, 1966. 
No
 
disbursomonts hav 
boon mado to tho State.
 

2o 	 Pro~rammi0&-Fuda
 

Tho 
 Stats has not boon ablo to fully utilizo tho monios
 
uontributod. 
During tho throo and ono-half yoar projoct timo poriod,
 
tho Stato subuittod throo roquosto fcr funds. 
At tho tine of tho
 
sooond roquost, 53 por cent of tho funds rooivod 
undor tho first
 
roquont had not boon obligatod. 
At 	tho time of tho third roquost,
 
48 por cont of tho funds proviously rocoivod had not boon obligatoo.
 
Forty-two por cont of tho ono billion orusoiros rocoivod from USAID/B
 
in Soptombor, 1965 haa not boon obligatod as of Novombor 30, 1966.
 
Of tho 200 million cruzoiros contributod by tho Stato, 122 million
 
(61%) romains on doponic a of Novobor 30, 1966. Tho last doposit 
nade by tho State was Dooonbor 30, 1965. Inflation has, and io 
continuing to havo its nttonuating offoct on tho unutilixod fundo. 

Tho "Joint Task Foroo" nogotiatvd guidolinos provido that tho 
State nuot dovolop roalistic, dotailod plans for tho uoo of all 
balancos or tho balancom will bo withdrawn. SUDI4JE and USAID must 

approvo any plans. 

Do PROJECTFROOR358 

1. 	Ge0neral
 
Through NovQ.ibor 30, 1966, tho Stato had oxpondod 
Creo.o. 

lp568,8l1,O0O on tho follcwing cotivitios (000 onittod), 
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U8.AID SUESStato Total
 
Conhtruotion (1,143,452 
 0 -	 - C 1,143,452
Roconstruotion 32,009 
 - 21,150 53,159xuipoont 	 57,950 137,984 6,662 202,596Trallng 	 89,982Othor 	 - 10,663 100,645296-o 	 2,0 48.959
 
Total OS1,353,015 CP138,014 W77,782 LI,568,8i1 

UbWamummum XWOmmmm 
 mm iumm nm-mmmmmamm 

2. 	 Conetruotion and Roconstruction 

a. 	 onstruction 
Tho following sunmWy oomparos tho actual oonstruction 

progrosas with tho progrn.rod objoctivos (000 orittod), 

JunbQr nof urbor pwn
 
Clam roons a

Coplotod 
 121 Cr3 588,261
Not 	cooplotod
 
Total Classroons 1000 Cr$1,612,800 i*5
Normal Schools 	 r

4 126,800 1 -Suporviaory Contors 
 3 30,960  900
Industrial Workahops 
 10 197,100  _Modical-Dontal Units 
 30 .6-
Total 
 Cr82,033,360 
 Cr81,143,452
 

During tho throo and ono-half yoar poriod ainoo tho inooption 
of this projoct only 13 por oont of tho progrimod olasorcono havo 
boon startod and 70 par oont of tho applicablo funds havo boon apmt. 
Meoopt for Cr8900,OO0 spont ,n auporvioory oontor building doeigne, 
nono of tho othor progrcrod construction funmls mo usod. Tho Stato 
built ono of tho progr1.r.od nornml schools (P.ric.fba) with fodoral 
funds (MMS). Tho anount prcgranod for nodioal-Olontal units roprosonts 
construction and oquipnont itorw. In our visit to solicola, wo saw two 
portablo dontal units inetallod in claaarooms. Tho units and toch
nioians woro firanood by tho GOD Public Hoalth Sorvico. 

Inflation soriously affootod tho suooon of this progran. For
 
oxanplo, tho construotion indom fcr tho Stato of Guanabara, whioh
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can bo usod for illustrativo purposo, inoroasod noarly sixfold fion 

747 for 1962 to 4,249 for 1965. Original goals are, thoroforo, un
attainablo. Whilo inflation advorsoly affoctod classroom construc

tionp it is doubtful if objoctivos would have boon roachod had 
pricos rorninod stablo. As notod in tho funding soction of this
 

ropcrt, SECEP, basod on thoir own progranod goals, was unablo to 
uttlizo tho funds mado availablo. SfCEP was lats in organizing 
an administrativo vohiclo to carry out tho program and was novor 
adoquatoly staffod to carry out a program of tho magnitudo callod 
for in tho projoct agroomont. Construction starts woro slow and 
construction poriods of cvor ono yoar woro not uncommon. Two yoars 

aftor tho contract dato, son schools are still not complotod. SECSP 
statod that thoro is a groat shortago of qualifiod contractors and 

building matorials in tho State of Piauf, a fact borno out by tho 
doficioncy roports of tho Loo A. Daly Co., architoct/onginooring 

firm solootod by ,UD/Uto approvo and suporviso construction. In 

turn, tho Daly Co. was not oporational until tho end of 1964 and
 

was not ablo to provido tochnical assistanco and suporvision during
 

tho fornativo stags of tho program. SUDENB providod littlo toohnicrol 
assiotanoo or suporvision duo to a linitod onginooring staff. 

Tontativoly, futuro construction undor this program will bo
 

linitod to throo suporviscry contors and two normal schools. Tho
 

locations soloctod includo tho capital city and throo of tho largor
 

towns in tho State. Hopofully, this will oliminato tho contractor 
and building matorial shortagos. Howovor, bocauseo of SHCEP and tho 
Statos ovorall doficioncios in human and natorial rosourcos, SUDEd 
and tho NFAO are in agroonont that procoduros and controls must bo 
strongthonod for tho succossful conpletion of.tho proposod construc

tion. This topic is dineusod furthor in 2 o. "Contracting Prooe

durOs".
 

be Roconstruotion
 

Actual vorcus programod rooonstruction is comparod 

bolow (000 omittod):
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PROGRAM ~ 
Numb-o Amount Nuabor 

ACTUAL 
Anount 

Classrooms 
Normal Schools 

.230 
1 

Cr$134,500 
10,000 

67 Cr853,159 
- -

Total Cr$144,500 
mm.mmsmuau 

Cr853,159 
=mummno 

Sixty-two classrooms (14 schools) woro rohabilitatod using Cr$....
 
32,009,000 of USAID/D funds. Five classrooms (one school) wore ro
habilitatod using Cr821,l50,000 of Stats funds. All school reha
bilitation financod from USAID/B funds was done simultanoously with 
tho addition of now classrooms. We found that nopt of tho work 
porfornod not the dofinition of rohabilitation, i.o., to improve 
the safotyp sanitary or structural condition of tho achoole. (But
 
sos paragraph throe on Construotion/Mhintonanoo problems). 

c. Contracting Procedures 

No bids woro solicito for the schools constructod undor 

this program. Political notivos appoar to havo governed contractor 

selection. The fornor Stato Socrotry of Education, who is now a 
fodoral doputy, mado all of the awards by direct seloction. Twenty
six of the 48 contracts wore awardod to town mayors. SEEP's r.on 
for using the direct soloction basis was that provious bid proposals, 

submittod through public biddingp wore usually much higher than 
SHCEP's own basic ostinatoes. SWEP was unablq to furnish us with 
doounontary evidence in support of this clain. 

Of tho 48 contracts awardod based on diroot contractor so

loction, 20 wore subsequontly adjustod upward without the approval 
of SUD*RM or USAID. In Novombor 1966, SACHP requested pornission 
to adjust upward 17 additional contracts. 'qninSBCEP was unablo 

to furnish supporting docunontary evidence and pormission wos denied 
ns criginal contract prices wore dotorninod to be roasonablo for the 

applioblo contract periods. 

SHCP did not observe the paynont clause an4 did not enforce 

the ponalty clause of the construction contraots. Most of the 
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construction tino was in oxooG of that allowed by tho contracts.
 
Thi ponalty olauso was not oxoroisod. Tho payront clauso, oxcopt
 
for tho initial advancol was basod on various stagos of physical
 
complotion, 
A roviow of progross paynontg for tho unconplotod 
classrooms disolosod that all but throo of tho 16 contractors havo 
alroady rocoivod full payronto Construction on tho unconplotod 
schools is oithor stoppod or groatly roducod.
 

Tho "Joint Task Forco" guidolinos provido that tho projoot
 
agroonont anondnont will 
roquiro SUDMM and US.AID approval of all 
futuro contracts. 
Tho financing of construction costs will bo 1±
nitod to diroct roinbursomont for work conplotod and accoptod. In 
addition, tho aondnont will roquiro tho accoptablo conplotion of 
tho uncouplotod schools and corroction of all o isting construction 
doficioncios prior to tho roloaso of furthor USAID/B funds.
 

3. .&aint cnanco 
No 
maintonnco programn hae boon fornally ostablishod by tho
 

Stato. 
 In our ond-uso obsorvation of school construotion (wo visitod 
15 of tho 48 schools) wo found that most of tho coniplotod schools 
woro alroady in nood of 
aintonanco. Wo found loaking roofs,
 
inoporativo plumbingp brokon floor tilce, brokon blackboardsp fading
 
paint, orackod walls and foundations, and a groat abundanoo of
 
chippod plastor. 
Tho lattor givos tho offoct of gonoral doto
rioration. In January 1965, tho Loo 11. 
 Daly Co. roportods "Many

oxisting structuros roquiro rohabilitation bocauso of crodod founda
tiona, water danagod and 
 crackod walls, interior and oxtorior plastor 
which has sloughod off, and floors which havo dotorioratod boyond
 
uso. All of thoso aro nttributablo in ono way or anothor to tho
 
uso of clay rathor than conont. Schools which havo now boon built
 
with clay and liao nortars will in a vory fow yoars roquiro roha
bilitation ns tho oisting schools are now boin 
rohabilitatod throw. 
ing unnocosoary aintonanco costs on tho statoe which thoy can ill 
afford to boar. Clay which has boon uood for rny yoars is not an 
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ooonomioal construction matorial whon tho schools aust bo con
tinuallY robuilt". During ond-usoour chock, wo found that schools 
rohabilitatod undor this progran aro also in nood of raintonanoo. 
Sono of tho ropairs now noodod could bo dofinod as rohabilitationo
 

4. Fouiixwnt
 
SBOIP spont Cr822,596,000 of program funds on tho following
 

itone (000 omittod). 

USAID SUDENS Stto Total
 
Classroom furnituro 1,311 137,984 139,295
Classroom matorial 
 12,444 
 - 5 12,459
Suporvisory contor oquip. 2,954  2 2,956
Offico oquipmont 11,261 
 - 645 11,906Vohiclos 29,840 - 6,000 35,840

Kitchon oquipmont _ 140  140
 
Total 
 57,950 137,984 6,662 202,596
 

vmme minmmi 
 =mum 
 MNWUMim
 

Booauso of tho prop~ondoranco of procuronont with SUD1WE funds, 
their auditors oxaninod tho equipmont accounts and roviowod account
ing, proouromont and invontory procoduros. Thoy infcrnod us that
 
tho Stato gonorally adhorod to compotitivo bidding practicoo. 
It was
 
tho Stato's practico 
to solicit public bids for oquipmont purohaos
 
in oxooss of 33 nillion crusoiros. For purchasos of 3 to 33 million 
cruzoiros, non-public bids (a nininum of throo) woro solicitod and
 
proouronont awards woro publiehod. 
For purchasos undor 3 million 
orusoiros, tolophono roquosts woro solicitod from suppliors rogistorod
 

with SECP,. 
SDCXP did not maintain adoquato invontory procoduros for clnos

room furnituro. SUDEWits auditors infornod us that olansroon furni
turo purchaeod with 1VM funde wan ooninglod with program procurod 
furnituro. 
S 12P kopt no invontory rooords of 
 C finanood furnituro.
 

In addition to invontory proodural doficiencioo, SECHP did no
 
maintain an adoquato rocord of tho furnituro distributod to schools.
 
Consaquontly, wo woro unablo to porfrn ond-uo ohooke 
 Tho furnituro
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we observed in the classrooms appeared to be adequate for its intended
 

use. We noted, however, that furniture, once broken, was usually n9t
 
repaired. 
In some instances, repairs were made by the municipality. 

SECEP has no maintenance program for school furniture. 

Adequate accounting, inventory and distribution procedures were
 
maintained for supervisory center equipment, office oquipunt, and
 

vehicles.
 

Of the 11 vehicles purchased with program funds ton are assigned
 

to the capital city and one is assigned to the school lunch program.
 
Purchase of four additional vehiclos is proposed with CONTAP funds.
 

Baeod on the reduced rate of construction and the limited activitios
 

of the suporvisory centors, it is our opinion that a surplus of vo

hicles presently exists. 
We strongly urge that full utilization of
 

existing vehicles be considered in the projectod plans boforo pur

chasing additional vehicles.
 

Ton of the vehicles purchased wore "jeeps" or trucks tuitablo
 

for Piauf's difficult terrain. An oxcoption was an Aero-Willys pas

sengor sedan. 
This purchase was one of the first expenditures from 
USAID/B funds and the sedan was bought for the exclusive use of the 

Secretary of Education. 

5. Training 

An of November 30, 1966 SECEP spent CrSlOO,645,000 of pro

gram funds on training activitios. They are compared to programod
 

objoctivos as follows (000 omittod):
 

PROGPX1%D ACTUAL 
Persons Numbor Amount umbor Amount 

Peorgoncy toachor training 
Lay teacher training 
Suporvisors training 
Adult literacy 

1000 
1000 

50 
60,000 

Cr3200,200 
27,400 
5,750 
889 

381 
331 
-
-

CrS 89,982 
10,663 

- / 
:2 

Total Cr3319,240 Cr$100,645 
mmnuin mm inmmimmm 

I/ Training for 39 supervisorn was finanood from othor rouoarco.. 
g/ SECEP reports that an ndult literacy course financod by MEC was 

attondod by 7,124 porsono in 1964 and 11,645 poroona in 1965. 
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Tho Stato was dividod goographically into fivo roions for tho 
purposo of oestablishing suporvisory control and training. Tho syston 
has not functione{! proporly. Tho WFAO roports that tho Stato of Pj.
aufls ouporvisory systan lacks woll dofinod procoduros and policies. 
In addition, wo found that tho suporvisors in tho Parnafbn rogicn 
woro assignod as tonobors at spocific schools and woro not porforning
 
sup rvisory functions. Suporvisors in tho othor contors woro working
 
only in tho contor citios and not in tho rogions. As roportod in tho
 
construction and oquipmont soction of this roport, nono of tha supor
visory oontors was built and vohiclos woro not furnishod.
 

Construction of suporvisory conters and training of suporvisory
 

porsonnol aro priority itoms in tho proposod rmondnont to program
 

objootivos.
 

6. Othor 

Other oxponcas totalling Cr$68,959,000 woro chargad to tho 
programn Hxpondituros from USIJD/B funds wcro ooloctivoly roviowod 
and founa to bo in accordanco with projoct nToomont tore. 

C. 	 RPORTING 

Roporting by SWCJP on tho financial and )hysical progress of this 
jprojoct was gonorally inadoquato. Wo found that S3CEP accountod only 
for oxpondituros of projoct funds at tho tine when roquosts for ad
ditional funds woro submittod. SWEP roquostod additional funds in
 
4pril, 1964 and April, 1965. 
Tho NMA0 statos tut subsoquont to 
April 1965, SACEP was rcquostad to subnit quwrtrly roports. Through 
Novonbur 30, 19660 only twc roports had boon subnittod. Cc.ntrcl of 
financial and physical rcgross has boon stronGthoned by tho "Jcint 
Task Forco" action of Docombor 15, 1966 roquirinG prior SUDIEN/US1JD 
approval of dinbursononts and paymont on a diroot roinbursnomnt basis*
 

D, 	 SUD3B
 

SUDENE was rosponsiblo for providing tcohnionl assistanco 
for nnd
 
oxoroising control ovor tho projoct. Wo found that SUDUE did not of
footivoly exoouto its rooponnibilition. Corrootivo notion was initintod 
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undor a rooornondation of an oarlior audiz rox.crt anO. wo notod that 
"fiold trips" by SUD&IE had incroasod substantially during tho lattor 
-)art of 1966. 

M. 	 1IPBLICITY IND 1.Af.KING 
A roviow of USIS an. SECEP filos indicato th,-t tho projoct 

agroonont and Lho throo roloasos of funds woro publicizod. Nc advorso 
publicity was notod. 

Our ond-uso obsorvation of 15 schocla financod wit USAID/B funds 
rovoalod that only ono of tho schools cunplotod and -no f tho 
schools undor construction woro idontifiod with tho Allinnoo for 
Progross sign. 4s riarking doficioncios aro incluO.o' within tho 
dofinition of construction dofioioncios, thoy will bo corroctod by 
tho ponding action cutlinod in the "Joint Task 	Fcrco" Guidolinos. 
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l11iniator Stuairt K. Van Dyko, Diroctor, Unito'. Statos Agoncy

fcr Intornational Dovolopniont 1.aicn to Brnzil 1 

Itro William A* Mlis, Do-puty Dirocter (DDO11) - USMI/B 2 
Mr, Donor 141.Lion, lissociato Dirootor - USAID/B/IAQ 3
 
JLID/W 
 - Ebcocutivo Dirootcr (4RA-LA/1JGT/IM) 4 - 5 
AID/If - Offico of tho Controllor, 4udit Diviaion (O/AUD) 6
 
USAID/B - Offico of Toclunical Cooporation (ADTC) 
 7
 
USAID/B - Office of Tochuiical Cooporation (D.DTC) 8
 
USAID/B - Offico of llanc~n~omont (AIDI1f) 
 9 
USAID/B - Offico of Hnnagonent (IMM1) 10
 
USID/B - Offico of &1Lnc[gonont (1101M) 
 11
 
US.ID/B - Offioo of Cnvjital Dovolopnont & Industry (.DCD) 
 12
 
USAID/B/NEAO - Lcpitr.I Davolopriont Offico (N30D) 13 
USID/B - Hlumacn I1000urco Offico (11RO) 14
 
USAID/B/NE4O - 11unan iRoscurcoo Diviaeje.n (IlEHR) 15 - 16 
USAID/3 - -%ginoorin'; ruO 1Jitural flourcoo 'fioo (ENRO) 17 
SaIBNEA0 - 3nLnoorinc-s, Incluntry ,,nd Naitura~l Rooa'urcos
 
Diviojon (N1MIN~ 
 18 - 19 

U-SAID/B/N12140 - Pr,<,,r'j Staff (NZPS) 20
 
USI.ID/3 - Offio )f 3S)ocinl Arsintant f(.r Inf,-rnr.tion (DSAI) 21 
USAID/B - Offico .1' S--ocial 4usintant for J~v;'.uati'n (DS..f) 22 
USID/B - Ofjo of Vu~ Contrdlor (COZIT) 23 
US4JD/B/N1.O - Offico (,f tho Contro.Jlur (uc)24 
USiAID/B - Official F'ilo Copy 25
 
USAID/B - Awudt Diviaicon (,.0AD) 26 - 31 

NOT~s 4l1 audit w-rk :):orn nre attachoa tr 0r*')y 1k.* 26 which iB on 
filo in the -4Orfico tio Controllur (1NrO), U5.JD/3/zNAO. 
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