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AQENCY FOR INTERNATIONAL DEVELOPIINT
UNITED STATES A.I.D. MISSION TO BRAZIL
Office of the Controller

January 25, 1967

TO The Diractor of !Mission
Minister Stuart H. Van Dyke

In response to your request to audit the "Zlementary and
Basic Education in the Brazilian Northeast" program as carried
out in the four remaining Northeast status, we have completed an
examination of the projoct in the State of Piauf, Our report
covers the period July 30, 1963 through November 30, 1966.

Pursuant to a loan agreement with SUDENZ, USAID obligated
Cr$17.2 billion of Public Law 480 Title I funds for a program of
school construction in 8 states of tho Northeast, Out of these
loan funds, SUDENE made & grant to the Stato of Piauf 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 beon transferred to
this project.

The Piauf projoect agrooment provideod for tho construction of
1,000 classrooms, 4 normal schools, } supervisory cemntors, 10 in-
dustrial workshops, and 10 medical-dontal units. It provided also
for the "reconstruction" of 230 classrooms and 1 normal school, as
woll as for tho procuroment of equipmont and oducational materials,
Plus teacker training., Tho program was administored by the State
organization, "Sorvigo Cooporativo do Educagao do Piauf" (SECEP),

Ads in tho case of tho othor 5 state prograns, implemontation
of this projoct has boon unsatisfactory. Significant doficioncies
found in tho program aro citod bolow.

le During tho more than 3 yoars that havo olapsod sincc tho
inception of tho projoct, only 121 out of tho planned 1,000 class-
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rooms havo boon complotod while 64 aro partially complotod. Ono
normal school has boon complotod whilo othor goals have not boon
pot at all. In peroontago torms, only 18 por cont of tho programecd
classrooms havc boon started whiloc 70 por cont of funds availabdlo
from all sourcos havo 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 prices
romainod stablo. SECEP appoarcd unable to utilizo tho funds mado
availablcj furthor, SECEP was novor staffod to carry out a program
of tho magnitudo callod for in the projoct egrocmont. A shortago
of contractors and building matorials in tho Stato of Piauf was
citod (pp. 8-9).

3. No bids woro solicitod for tho school construction. Po=
litical motivos appoar to havo govorncd contractor scloction in
that tho formor Stato Socrotary of Education mado all of tho awards
by diroct solection, Twonty-six of tho 48 contracts woro awardod
to town mayors. Twonty of tho 48 contracts awardod woro subsoquontly
adjustod upward without tho approval of SUDENE or USAID. Ponalty
clausos woro not onforcod (pp. 10-11).

4. No maintonanco program has boon formally ostabdlishod by tho
Stato although most of tho complotod schools aro alroady in nood of
maintonanco. Tho cuditors notod loacking roods, inoporativo plumbing,
brekon floor tilos and blackboards, fading paint, crackod walls and
foundations (p. 11).

S SBCEP did not maintain adoquato invontory procoduros for
classroom furnituro procurod. Brokon furnituro was usually not ro=-
pairod, and thoro was no maintonanco program for school furnituro
(pp. 12-13).

6. Blovon vohiclos woro purchasod with program funds, tho
first of thosoc having boon gn JAoro-Willys passongor sodan which

was bought for tho oxclusivo uso of tho Socrotary of Education
(n. 13)



7. Tho systom of suporvisory control and training has not
functioned proporly; tho systom lacks woll dofinod procodurocs and
policios. Suporvisors woro not doing tho jobs assignod to thom
in that thoy woro working as toachors at spocific schools or woro
working only in tho contral citios and not in tho roglons (pp.13-14).

8. Roporting by SECEP on financial and physical progross of
tho projoct was gonorally inadoquato, and SUDENZ had not offcctivoly
oxccutod its rosponsibilitiocs for providing tochnical assisianco and
oxorcising projoct control (p. 14).

As you know, bocauso of tho unsatisfactory implonontation of
this ontirc program, tho USAID formed a "Task Forco" which on Do-
conbor 9, 1966 nogotiatod guidolinos for amondmont of the loan
agreement. Tho guidolinos roquiro a corroctivo action progran
including spocific stops for corroction of porformanco dcficioncios
and for roviscd and nmoro offoctivo procodurcs. All 8 Statos woro
notifiod of tho actions roquirod and woro furthor notificd not to
spond any of tho unusod program funds oxcopt for oxisting obligations.
N2AO rolossos of USAID/B funds aro boing withhold { ppe5- 6 ). In viow
of tho Task Force actions, we aro making no spocific rocommondations

in this roport for corroctivo action.

’/ /f'\ '
Norman Olnick '
Controllor
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AGENCY T'OR INTERNATIONAL DEVELOPMINT
UNITiD STATES A.I.D. MISSION TO BRAZIL
Office of the Controller

January 2%, 1967

TO The Director of Hssion
Minister Stuart H. Van Dyke

In response to your request to audit the "Rlementary and
Basic Education in the Brazilian Northoast" program as carried
out in the four remaining Northeast states, we have completed an
examination of the projoct in the State of Piauf. Our report
covers the period July 30, 1963 through November 30, 1966.

Pursuant to a loan agroement with SUDZN3, 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, SUDMNZ mado a grant to theo State of Piauf 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 buon transferred to
this projoct.

The Piauf projoct agrooment provided for tho construction of
1,000 classrooms, 4 normal schools, 3 supervisory centors, 10 in-
dustrial workshops, and 10 medical-dontal units., It provided also
for the "reconstruction" of 230 classrooms and 1 normal school, as
woll as for tho procuromont of oquipmont and oducational matorials,
plus toacher training. Tho program was administorod by tho State
organization, "Sorvigo Jooporativo do Educagd@o do Piauf" (SECEP),

An in tho caso of the othor 5 state programs, implomontation
of this projoct has Yhoon unsatisfactory. Significant doficioencios
found in tho program aro citod bolow.

le During tho movro than 3 yoars that havo olapsod oinco tho
inception of tho projoct, only 121 out of tho plannod 1,000 clasa~
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rooms havo boon complotod while 64 arc partially complotod. Ono
normal school has boon complotod whilo othor goals have not boon
mot at all. In porcontago torms, only 18 por cont of tho programod
classrooms havo boon startod whilo 79 por cont of funds availabdblo
from all sourcos havo boon oxpondod (pp. 6=8),

2. Inflation soriously affoctod tho succoss of tho program,
but it is doubtful if objoctivos would havo boon mot oven had pricos
romainod stablo. SECEP appoarod unablo to utiligo tho funds mado
availabloy furthor, SECEP was novor staffod to carry out a program
of tho magnitudo callod for in tho projoct cgroomont. A shortago
of contractors and building matorisls in tho Stato of Piauf was
citod (pp. 8-9).

3. No bids woro solicitod for tho school construction. Po-
litical motivos appcar to have govornod contractor soloction in
that tho formor Stato Socrotary of Education mado all of tho awards
by diroct soloctions Twonty-six of tho 48 contracts woro awardod
to town mayors. Twonty of tho 48 contracts awardod woro subsoquontly
ad justod upward without tho approval of SUDENE or USAID. Ponalty
clausos woro not onforcod (pp. 10-11).

4. No maintonanco program has boon formally ostablishod by the
Stato although most of tho complotod schools aro alroady in nood of
maintonanco. Tho cuditors notod loaking roods, inoporativo plumbing,
brokon floor tilos gnd blackboards, fading paint, crackod walls and
foundations (p. 11).

5. SECEP did not maintain adoquato invontory procoduros for
classroom furnituro procurod. Brokon furnituro was usuanlly not ro-
rairod, and thoro was no maintonanco program for school furnituro
(pp. 12-13),

6. BElovon vohiclos woro purchasod with program funds, tho
first of thoso having voon gn Aorc~-Willys pansongor sodan which
was bougnt for tho oxolusivo uso of tho Socrotary of Education

(pe 13).



7. Tho systom of suporvisory control and training has not
functionod properly; tho systom lacks woli dofinod procoduros and
policios. Suporvisors woro not doing tho Jjobs assignod to thum
in that thoy woro working as toachors at spocific schools or woro
working only in tho contral ci ios and not in tho rogions (pp.13=14).

8. Roporting by SECEP on financial and physical progross of
tho projoct was gonorally inadoquato, and SUDENZ had not offoctivoly
oxocutod its rosponsibilitios for providing tochnical assistanco and
oxorcising projoct control (p- 14).

As you know, bocauso of tho unootisfactory imploncntation of
this ontiro program, tho USAID formod a "Task Forco" which on Do-
combor 9, 1966 nogotiatod guidolinos for amondmont of the loan
agreement., Tho guidolinoes roquiro a corroctivo action progran
including spocific stops for corroction of porfornanco dcficioncios
and for rovisod and noro offoctivo procoduros. All 8 Statos WOro
notifiod of tho actions roquirod and woro furthor notifiod not to
spond any of tho unusod program fundo oxcopt for ovioting obligations.
NZAO rolozsos of USAID/B funds aro boing withhold ( pp.5= 6 ). In viow
of tho Task Forco actions, wo aro making no spocific rocommondations

in thio roport for corroctivo action.

) - /’
SRETIRY SR {

[} .
Norman Olnick >

Controllor



AGENCY FOR INTERNATIONAL DEVELOPMENT
UNITED STATES A.I.D, MISSION TO BRAZIL

REPORT ON BXAMINATION
OF
ELEMENTARY AND BASIC ZDUCATION IN THE BRAZILIAN NORTHEAST
STATE OF PIAUY

SECTION I - GENERAL

As  SCOPE AND PURPOSE

Wo have oxaminod tho projoct "Elonontary and Basic Education
in tho Brasilian 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 objoctivos of our oxanination woroc to roviow and

ovaluato the offoctivonoss of progran implonontation as comparocd

with objoctivos outlinod in tho projoct agroonont and to dotormino
tho quality and offoctivonoss of financial and adnministrativo managoe
nont.

Our oxamination was nade in accordanco with gonorally accoptod
auditing standards ond includod such tosts of financial rocords,
inapoctions and discussions with USAID/B and govornnont officials
as wo considorod nocossary in tho circumstancos. Tho audit wap con=
ductod joirtly with SUD.NE auditors who aro isguing thoir own go=-
parato roport.

Boforo finalization, this roport was roviowod with tho Oppro-
priato USAID/B offioials in tho Northonot Aroa Offico (NEAO) who
oxprossod thoir gonoral agroomont with ito contonts.
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B, BACKGROUND

On Moy 3, 1963, USAID/B oxtondod o (r$10,800,000,000 local
curroncy loan (512-Ge012) to tho Suporintond8ncin do Dosonvolvie
nonto do Nordosto (SUDINE) for tho improvenmont and oxpansion of
basic oducation in tho Northoast. Tho amount of this loan was
lator incroased by two soparato amondnmonts to Cr$17,280,592,000,
Thoso loan funds woro gonoratod fronm tho Socond Salos Agroonont
undor Public Law 480, Titlo I,

On July 30, 1963, SUDENE, USAID/B, tho Brazilian Ministry of
Education and Culture (MEC) and tho Stato of Piauf ontorod into
Projoct Agroomont No. 512-22-640~037 undor which SUDINE agrood to
nako availablo to tho Stato, as o grant, tho amount of (r$2,254,715,000
from USAID/B loan procoods. Sovon othor Northoast Bragil Statos also
ontorod into similar projoct agroomonts. Tho Piauf projoct angroonont
broadly providod for construction and training programs in ordor to
izmprovo tho Stato's basic and olonontary oduoational systom. Tho
progran is udministorod by tho Stato organization "Sorvigo Coopora=
tivo do Educagdo do Pinuf" (SECEP). A throo yoor timo poriod was
originally ostablishod to acconplish tho objoctivos. Tho torminal
disbursomont dato of tho Loan, originally Docombor 31, 1966, was
oxtondod 31 doys to January 31, 1967. Final contribution dato of
tho projoot agroomont has boon oxtondod to April 30, 1967.

Co  CURRENT SITUATION

Boucauso ef tho unmatisfactory implonontation of tho progran,
tho NEAO formod o "Tack Forco" in Moroh, 1966 to dofino problon
croas and initiato corroctivo actions. On Doconbor 9, 1966 a jeint
SUDINE~USAID "Task Forco" nogotintod guidolinos for auondnont of tho
loan ngroonont. Tho guidolinoo roquiro, as loan conditions proco-
dont, a corroctivo cotion progran including spouific procoduros for
corroction of porformnnoco doficioncioss to dato and & rovisod odu=
cation progran including npocific inplonontation proucoduron for
futuro activitioo undor the loan. Tho Stntos woro notifiod of tho
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roquirod action in & nooting hold on Doconmbor 15, 1966. In add!tion,
thoy woro notifiod not to spond any of tho unusod progran funds in
thoir possossion ozcopt for oxisting obligations. NEAO roloasos of
USAID/B funds aro also boing withiold.

This is tho sixth audiv roport on oducationcl projocts in tho
Bregilian Northoast. Bocauso tho prior roports contcinod rocon-
nondations for corroctivc action which aro gonorally applicablo to
nll oducational projoocts, including tho Stato of Pinuf, and in viow
of tho abovo "Joint Task Forco" offorts, mo furthor rocomnondations
Tho status of tho vrojoct as of No=-

cro containod in this roport,
vonbor 30, 1966 is ropor*od in tho following soction.

SECTION II - FINDINGS AND RICOMMEDATIONS

4. FUNDING
l. Gonoral
A total of €r$2,779,933,000 wos plodgod by tho aignatorios
to acconplish tho objoctivoo of this projoct. Through Novonmbor Jo,
1966 tho Stato rocordod rocoipts and disbursononts as follcows (000
ondttod):

Plodgod Providod Iixpondod
USAID/B (r§2,254,715 $1,6808,220 (41,353,015
Stato of Piauf 300,000 200,00 11,182
SUDENE 150,000 150,000 138,014
CUNTAP 15,218 - -
Total 052,779,533 (42,158,220 (31,568,811

Tho funds providod woro dopositod in soparetn accounts at tho

Banoo do Dstado do Ficuf S.A, horoinaftor roforrod to ns tho "USAID/B

account”, Cash balanoas as of Novombor 30, 1966 woro (000 onittod)s

Projoct Funds Intoront Totnl
UsLID/B (r8455,20% Cr$19,807 Cr$475,012
Stato of Piouf 122,218 1,007 124,105
SUDENE 11,986 1,386
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Obligations ngainst tho USAID/B cccount total Cr$18,000,000
and roprosont unpaid contract dalancos.

Tho Stato of Piauf is Cr$100,000,000 in arrcars in its oontri-
butions. Tho "Joint Task Forco" guidolinos provido that tho Stato
oithor pay its arroaragos in full doforo ontoring into a rovisod
projoot agroonont or, if tho Stato cannot pay in full, the rovisod
projoot agroonont will 1init USAID disbursononts basod on a Stato/
USAID contribution schodulo. Tho Stato contribution can bo no loss
than its total arroaragos.

Tho Tochnical Cooporation Council of tho Allianco for Progroas
(CONTAP) plodged Cr$75,218,000 to tho projoct on July 1, 1966. No
disbursononts havo boon nmado tc tho Stato.

2. Progrannipg Funds
Tho Stato has not boon ablo to fully utilizo tho nonios

contridutod. During tho throo and ono-half yoar projoct timo poriod,
tho Stato subnittod throo roquosts fcr funds. &t tho tino of tho
socond roquost, 53 por cent of tho funds rocoivod undor tho first
roquost haod not boon obligatod. .t ¢tho timc of tho third roquost,
48 por cont of tho funds provicusly rocoivod hod net boon obligatod.
Forty-two por cont of tho ono billion orusoiros rocoivad fren USAID/B
in Soptonmbor, 1965 had not boon obligatod as of Novombor 30, 1966.
Of tho 200 million cruzoiros contributod by tho Stato, 122 nillion
(61%) ronains on doposni¢ ca of Novonbor 30, 1966, Tho last doposit
nado by tho Stato was Doconbor 30, 1965. Inflation hag, and 1o
oontinuing to havo its nttonuating offoct on tho unutilisod funds.

Tho "Joint Task Forco" nogetiat-d guidolinos pruvido that tho
Stato nuot dovolop ronlistic, dotnilod plans for tho uso of all
bclancos or tho dalancos will bo withdrawn. SUDINE and USAID nust
approvo any plana,
B, PROJICT PROGRISS

1. Qoporal

Through Novaubor 30, 1966, tho Stato had oxpondod Or$esee .

1,568,811,000 on tho follcwing aotivitios (000 onittod):
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USAID SUDENE Stato Total
Construotion 041,143,452 3 - o - 81,143,452

Rooonstruction 32,009 - 21,150 53,159
Bquipnont 57,950 137,984 6,662 202,596
Training 89,982 - 10,663 190,645
Othor 29,622 30 39,307 ’

Total (4$1,353,015 0©£138,014 0377 »y 782 81,568,811

2. Congt;uotign and Roconst;got;on

a. Construction
Tho following surmary conparos tho actunl construction

progross with tho progranod objoctivos (000 onittod):

PROGR/ANED ACTULL
Nypbor  duoynt  Nugbor dpoupt

Classroonss

Conplotoad 121 Cr§ 588,261

Not conplotod _g_g J

Total Classroons 1000 Crd1,612,800 185 3:81,142,%52
Nornal Schools 4 126,800 1 -
Buporvisory Contors 3 30,960 - 900
Industrial Workahops 10 197,100 - -
Modical-Dontel Units 10 65,700 - -
Tctal Cr8$2,033,360 Cr$1,143,452

During tho throo and ono-half yoar poriod sinco tho incoption
of this projoct only 10 por cont of tho progrenod classroons have
boon stortod and 70 por cont of tho applicablo funds havc boon spont.
Rxcopt for Cr$900,000 spont cn suporvigory contor building Cosigns,
nono of tho othor progrenod construction funis wio usod. Tho Stato
built ono of tho progrenod nornal schools (Pernnfba) with fodoral
funds (MBEC). Tho anount prcgranod for nodical-dontal units roprosonts
oonstruction and oquipnont itons. In our vieit to sohcols, wo suw two
portablo dontal units installod in clagosroons. Tho units and toche
niciana woro firancod by tho GOB Publio Hoalth Sorvioco.

Inflation soriously affootod tho euccoss of this progron. For
oxcnplo, tho construction indox fcr tho Stato of Guanabara, whioh
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oan bo usod for illustrativo purposo, incroased noarly sixfold fron
747 for 1962 to 4,249 for 1965. Original goals aro, thoroforo, un=
attainablo. Whilo inflation advorsoly affoctod classroon construce
tion, it is doubtful if objoctivos wculd havo boon roachod hald
pricos ronainod stablo., dJds notod in tho funding socction of this
ropcrt, SBCEP, basod on thoir cwn progranod goanls, was unablo to
utilizgo tho funds nodo availablo, SICEP was lato in organieing
oan adninistrativo vohiclo to carry out tho progran and was novor
adoquatoly staffod to carry out a progran of tho nagnitudo callod
for in tho projoct cgroonont. Construction starts worc slow and
oconstruction poriods of cvor ono yoar woro not unconnon. Two yoars
eftor tho controct dato, somo schools aro still not complotod. SECEP
statod that thoro is o groat shortago of qualifiod contractors and
building matorials in tho Stato of Piauf, a fact bornc out by tho
doficioncy roports of tho Loo 4. Daly Co., architoct/onginooring
firn soloctod by AID/W to approve and suporviso construction. In
turn, tho Daly Co. was not oporational until tho ond of 1964 and
was not ablo to provido tochnical assistanco and suporvision during
tho fornativo stego of tho progran. SUDENE providod 1ittlo tochnicel
assistanco or suporvision duo to a linitod onginooring staff.

Tontativoly, futuro construction undor this progran will bo
linitod to throo suporvisory contors and two normel schools. Tho
locations soloctod includo tho ocapital city and throo of tho largor
tomno in tho Stato. Hopofully, this will oclinmincto tho contractor
cnd building natoricl shortagos. Howovor, bocouso of SECEP eand tho
Statos ovorall doficioncios in hunan and natorial rosourcos, SUDENJ
and tho NEAO aro in cgroonont that procodurcs cnd controls nmust bo
strongthonod for tho succossful conplotion of, tho proposod construc-
tion. This topic isc discussod furthor in 2 o. "Contracting Prooco-
duroa".

b. Rogonstruction
dotunl vorgus progronod roconstruction is conparod

bolow (000 omittod);
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PROGRAMID ACTUAL

Nupbor dpount  Nupbop  JAnount
Classroons 230  Cr$134,500 67  Cr853,159
Nornal Schools 1 10,000 - -
Total Cr8$144,500 Cr$53,159

Sixty-two classroons (14 schools) woro rohabilitatod using Crf....
32,009,000 of USAID/B funds. Fivo classroons (ono school) woro ro-
habilitatod ueing Cr321,150,000 of Stato funds. All school roha-
bilitation financod from USAID/B funds was dono simultanoously with
tho addition of now classroons. Wo found that nogt of tho work
porfornod not tho dofinition of rohabilitation, i.0., to inprovo
tho safoty, sanitary or structural condition of tho school. (But
800 paragraph throo on Conatruction/ﬂnintonnnoo problone).

ce Contracting Procoduros

No bids woro solicitod for tho schools constructod undor
this progran. Politiocal nmotivos appoar to havo govarnod contractor
soloction. Tho fornor Stato Socrotary of Educction, who is now a
fodoral doputy, mado all of tho awards by diroot solocticn., Twonty-
six of tho 48 contracts woro awardod to town nayors. SECEP's roason
for using tho diroct soloction basis was that provicus bid proposels,
subnittod through public bidding, woro usunlly nuch highor than
SECEP's own basic ostinntos. SICEP was uncblo to furnish us with
docunontary ovidonco in support of this clein.

Of tho 48 contraots awardoed basod on diroct contractor so-
lootion, 20 woro subsoquontly adjustod upward withuut tho approval
of SUDENE or USAID, In Novonbor 1966, SHCEP roquostod pornission
to adjust upward 17 additional contracts. Jgnin SECEP wao unabdblo
to furnish supporting docunontary ovidonco and pornission was doniod
oo criginal contract pricos woro dotorminod to bo roascnadblo for tho
applicadlo ocontract poriods,

SBCEP 414 not obsorvo tho paynont clauso and did not onforoo
tho ponalty olauso of tho construction contracts. Most of tho



conetruotion tino was in oxcoss of that allowod by tho contracts.
Thn ponalty clauso was not oxorcisod. Tho peynont clauso, oxcopt
for tho initinl advanco, was basod on various stagos of physical
conplotion. 4 roviow of progross paymonts for tho unoonplotod
classroons disolosod that all but throo of the 16 oontractors havo
clroady rocoivod full paynont. Construction on tho unconplotod
schools is oithor stoppod or groatly roducod.

Tho "Joint Task Forco" guidolinos provido that tho projoot
cgroonont anondnont will roquiro SUDINE and US.ID approval cf all
futuro contracts. Tho finanoing of construction costs will bo 1i-
nitod to diroct roinburscnont for work conplotod and acooptod. In
addition, tho anondnont will roquiro tho accoptablo cocmplotion of
tho uncouplotod schocls and corroction of all oxisting oonstruction
doficioncios prior to tho roloaso of furthor USAID/B funds,

J. Maintcnanco

No naintonanco progran has boon fornally ostablishod by tho
Stato. In cur ond-uso obsorvation of school construotion (wo visitod
15 of tho 48 schools) wo found that nost of tho conplotod schools
voro alroady in nood of maintonanco, Wo found loaking roofs,
inoporativo plumbing, brokon floor tilcs, dbrokon blackboards, fading
paint, crackod wnlls ond foundations, cnd a groat abundanco of
chippod plastor. Tho lattor glvos tho offoot of gonoral doto-
rioration. In January 1965, tho Loo 4. Daly Co, roportods "Many
oxisting structuros roquiro rohabilitation bocauso of crodod foundo=-
tions, wator danagod and crackod walls, intorior and oxtorior plastor
vhich has sloughod off, and flcors whioh have dotorioratod boyond
uso., 4ll of thoso aro attridutadlo in ono way or ancthor to tho
uso of clay rathor than conont. Schools wvhich havo now boon built
with clay and 1ino nortars will in a vory fow yoars roquiro rohn=
bilitation as tho oxisting schools aro now boing rohadilitatod throwe
ing unnocossary naintonanco costs on tho statos which thoy can 111
afford to bdoar. Clay which has boon ugod for nony yoars is not an
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ocononical construction matorial whon tho schocls rust bo cone
tinually robuilt". During our ond-uso chock, wo fcund that schcols
rohabilitatod undor this progran aro also in nood of naintonanco.
Sono of tho ropairs now noodod could bo dofinod as rohabilitation,.

4. Eui Eont

SECEP spont Cr8202,596,000 cf progran funds on tho following
itons (000 onittod):

USALD SUDEND Stato Total

Classroon furnituro 1,311 137,984 - 139,295
Classroon natorial 12,444 - 5 12,459
Suporvisory contor oquip. 2,954 - 2 2,956
Offico oquipnont 11,261 - 645 11,906
Vohiclos 29,840 - 6,000 35,840
Kitchon oquipnont 140 - - 140
Total 51,950 137,984 6,662 202,596

Booauso of tho propondoranco of proocuronont with SUDENE funds,
thoir auditors oxaninod tho oquipnont accounts and roviowod acoounte-
ing, procuronont and invontory procoduros. Thoy infernod us that
tho Stato gonorally adhored to conpotitivo didding practicos. It was
tho Stato's practico to solicit public bids for oquipmont purchasos
in oxcoss of 33 nillion cruszoiros. For purchnsos of 3 to 33 nillion
cruzoiros, non=public bids (a nininun of throo) woro solicitod and
proouronont awards woro pudblishod. For purchnsos undor 3 nillion
crugoiros, tolophono roquosts wore soliocitod fron suppliors rogistorod
with SECEP,

SECEP did not maintain adoquato invontory procoduros for clapp-
roon furnituro, SUDENA's auditors infornod us that classroon furnie
turo purchasod with MX funds was conoinglod with program procurod
furnituro. SICEP kopt no invontory roocords of X financod furnituro,

In nddition to invontory procodural doficioncion, SECRP Aid not
naintain an adoquato rocord of tho furnituro c¢istributod to schoola.
Conaoquontly, V0 woro unabdlo to porforn ond-uso chocks. Tho furnituro



we observed in the classrooms appeared to be adequate for its intended
use. We noted, however, that furniture, once broken, was usually not
repaired. In some instances, repairs were made by the municipality.
SECEP has no maintenance program for school furniture.

Adequate accounting, inventory and distribution procedures wore
maintained for supervisory center oquipment, office equipment, and
vehicles.

Of thoe 11 vehiclos purchased with program funds ton aro assigned
to tho capital city and ono is assignod to tho school lunch program.
Purchase of four additional vohicles is proposod with CONTAP funds.
Basod on tho roducod rato of construction and tho limitod activitios
of tho suporvisory contors, it is our opinion that a surplus of vo-
hiclos prosontly oxists., Wo strongly urgo that full utilization of
oxisting vohicles bo considorod in tho projoctod plans boforo pur-
chasing additional vohiclos.

Ten of tho vohiclos purchased woro "joops" or trucks suitablo
for Piauf's difficult torrain, An oxcoption was an Aoro-Willys pas-
songor sodan. This purchaso was ono of tho first oxpondituros from
USAID/B funds and tho sodan was bought for tho oxclusivo uso of tho
Socrotary of Education.

5. Training

As of Novombor 30, 1966 SECEP spont Cr$100,645,000 of pro=
gram funds on training activitios. Thoy aro comparod to programod
objoctivos as follows (000 omittod):

PROGRAMIED ACTUAL
Porsons Numbor Amount Numbor Amount
Emorgoncy toachor training 1000 Cr$200,200 381 Cr$ 89,982
Lay tonochor training 1000 27,400 EX) 10,663
Suporvigora training 50 5,750 - - Y
Adult litoracy 60,000 85,890 - -2/
Total €r$319,240 Cr$100,645

l/ Training for 39 auporvisors was financod from othor rooowrcon,

g/ SECEP roports that an adult litoracy courso finanood by MEC wan
attondod by 7,124 porsons in 1964 and 11,645 poroons in 1965,
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Tho Stato wns dividod goographically into fivo rogicns for tho
purposo of ostablishing suporvisory control and troining. Tho syston
hes not funotionod proporly. The N2AO roports that tho Stato of Pi-
euf's suporvisory syston lacks woll dofinoc procoduros and policios,.
In addition, wo found that tho suporviscrs in tho Parnafba rogicn
woro cssignod as tonchors at spocific schools and woro not porforning
suporvisory functions. Suporvisors in tho othor contors woro working
only in tho contor citios and not in tho roglons. 48 roportod in tho
construction and cquipnont socticn of this roport, nono of tho supore
visory contors was built and vohiclos woro not furnishod.

Conotruotion of suporvisory contors and treining of suporvisory
porsonnol aro priority itoms in tho proposod cnondmont to progran

cbjoctivos,
6. Othor

Othor oxponsos totalling Crg68,959,000 woro chargod to tho
progran. DBxpondituros fron USAID/B funis woro soloctivoly roviowod
and found to bo in accordanco with projoct ngroanont torns.

C. RBPORTING

Roporting by SBCHP on tho financial and dhysical progross of this
projoot was gonorally inadoquato. Wo found thnt SECEP accountod only
for oxpondituros of projoct funds at tho timo whon roquosts for ade
ditional funds woro subnittod. SECEP roquostod additional funds in
4pril, 1964 and ipril, 1965. Tho NREAO statos thnt subsoquont to
4pril 1965, SECEP was roquostod to subnit quartorly roporta. Through
Hovombor 30, 1966, only twc roports had boon subnittod, Centrcl of
financicl and physiocal Jrogross has boon strongthonod by tho "Jcint
Task Forco" action of Doconbor 15, 1866 roquiring prior SUDENE/USAID
epproval of disbursononts and paynont on a diroot roinbursonont basig.

D, SUDENE

SUDENE was rosponsiblo for providing tooliniocnl agoistanco for and
oxorcising aontrol ovor tho projoot. Wo found that SUDENE did not of-
footivoly oxoouto itn rooponoidbilitios. Corroctivo action woms initintod
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undor a roocnnondation of an oarlior nudi: ropert ant wo notod that
"ficld trips" by SUDIENE had incroasod substantially cduring tho lattor
2art of 1966,

B PUBLICITY 4ND MARKING
4 roviow of USIS end SECEP filos indicato that tho projoct

cgroonont and tho throo roloascs of funds woro Publicizod. Nr advorso

Dublicity was notod.

Our ond-uso obsorvation of 15 schocls financod wit USAID/B funds
rovoalod that only ono of tho schools conplotol and ono of the
schools undor construction woro idontifiod with tho Allianco for
Progross sign. dia narking doficioncios are inclucod within tho
dofinition of constructicn doficionciocs, thoy will be corrocted by
tho ponding acticn cutlinod in the "Joint Trslt Ferco" cuidolinos,
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EXHIBIT A

DISTRIBUTION OF
REPORT ON EXAIINATION

No. 17/67
COPY Nc,

Ministor Stuart H, Van Dyko, Diroctor, Unitod Statos lgonoy

fcr Intornational Dovolopnont Migsicn to Breeil 1
Yr, Willien 4, E114s, Doputy Dirccter (DDOM) - USAID/B 2
Mre Doncr M. Lion, 4ssociato Diroctor - USAID/B/NEAO 3
LID/W - Exocutivo Dirooter (ARA-LA/HOT/EX ) 4 =
AID/W = Offico of tho Controllor, Zudit Division (¢/4uD) 6
USAID/B - Offico of Tochnical Cooporation (ADTC) 7
USAID/B - Offico of Tochnical Cooporation (DDTC) 8
USAID/B - Offico of Ilnngonont (ADMG) 9
USAID/B - Offico of lanagonont (HMHGEX) 10
USAID/B - Offico of Iknogomont (IMGMA) 11
USAID/B = Offico of Unpitel Dovolopnont & Industry (ADCD) 12
USAID/B/NRAO - Capital Dovolopnont Offico (N3CD) 13
USAID/B - Hunan Rosourcos Offico (HRO) 14
USAID/B/NEAO = Huncn Roscurcos Divisicn (MzHR) 15 - 16
USAID/B = Mnginooring end Naturnl Roscurcos 377co (EMRO) 17
USAID/B/NEAV - Inginooring, Industry and Naturel Rog:urcos

Division (NEEIN) 18 - 19
USAID/B/NTLO - Pr.zren Staff (NZPS) 20

USAID/B - Offico of Spocinl Asvistant for Infrrnntion (DS&I) 21
USAID/B - Offico «f Svocial Assintant for Ivalunti'n (ps.p) 22

USAID/B = Offico of tho Contrcllor (cont) 23
USLID/B/NZLO = Offico of tho Cuntrcllor (NZCQ) 24
USAID/B -~ Official Filo Copy 25
USAID/B = fudit Division (COAD) 26 - 3

NOTE: /1 audit work Hanors aro attachod to Gy Neo 26 whioh is on
filo in tho Offico »f thio Contrcllor (NBUO), US.ID/B/NEAO,



