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SECTION I - Purpose of Audit

To provide a general review and evaluation of the
project and its implementation; to observe and evaluate the
arrival, customs clearance storage and distribution prac-
tices and procedures for ICA-flnanced commodities; to evalu-
ate the administrative, supervisory and financial management
practices employed by USOM/B, their adequacy and effective-
ness; to ascertaln adequacy and rellabllity of commodity
accounting,reporting and utilization; to evaluate Government
of Brazil's (GOB's) efforts in carrying out their financlal
obligation and program requirements; and to review and deter-
mine adequacy as to program planning, controlling and con-
tinual evaluation, appraisal and reporting by the Mission.
ﬁpﬁlicable M.0Os. and directives are shown 1in Attachment No.

K".

SECTION II - Scope of Examination

This audit was made, 1In general, on a selective
basis and included :

1. Review and evaluation of the project operation from
a financlal standpoint including the control and
use of ICA funds for the procurement of commodities.

2. Review of the terms and objectives of the Project
Agreement and implementing documents with emphasis
on 1ts financial provisions, proposed target dates,
timely recelpt of commodities in relation to program
plans and progress.
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Observation and evaluation of the program effort,
other than technical, as carried out by U.S. tech-
nicians and GOB personnel in the fiold.

Testing and evaluation of commodity accounting,
customs clearance and arrival reporting to ascer-
tain adequacy, correctness and control effective-

Fleld checking and end-use observation of commodi-
tleg to determine prompt and adequate utilization,
adequate warehousing or storage practicos and

Review and evaluation of recports rendered by Health
& Sanitation Division and responsible Staff Offices
of USOM as well as GOB, in connection with project
reporting on lmplomentation, utilization of com-
moditles, project problems and progross.

3.
l.
ness.
5.
physical safeguards.
6.
SECTION III - Gencral
1.

This 1s the initial audit of this project by the
USOM Audit Staff and covers the period July 1, 1958
to October 31, 1960, with special emphasis on current
operations, and included visits to all majcr arcas

of operation in the field. Financial and other proj
ect data in support of audit findinﬁs and related =
comments 1s shown in Attachments "A" thru "K", which
arc considcred a part of the report:

Attachment Title Number
Statement of Procurcd Commodities nah
Statement of Oblipgations "p
List of Estimatcd Frcight Charges oM
Listing of Diverted ICA-Financcd Commoditics "p
Listing of Commocltics Received in CEM-Recife ngh

Statement of Vehiclce Reccived
Statement of (Flcld) Opcrating Arcas
Distribution of Vchicles in Zonc III A & B ny!
Status of Fileld Opcrations by Arcas and States
Statement of End-Usc Obscrvations Rcsults
Listing of M.0s. and Directivcs g
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Project Agreement No. 512-51-01)

a.

1)

2)

The initial program agreement which started the
Malaria Eradication Campaign was signed by the
Minister of Health. GOB, and Chief H.& S. Div.
USOM, on Feb. 1L, 1958. The ProAg was signed
on June 30, 1958 and revised Sept. 10, 1953.
This ProAg was extended on Feb. 27, 1959, re-
vised on June 29, 1959 and re-extended on Jan.
13, 1960. Final contribution dates for F.Ys.
1958, 1959 and 1960 are Dec. 31, 1959, Fet. 27,
1962 an? June 30, 196]1. respectively.

The ProAg stipulates that the Campaipgn will be
conducted by DNERu under the directicn of a
"Grupo de Trabalho" (Directing Council) es-
tablished by Decrece 43.17L dated February L,
1958, whese responsibilities will include plan-
ning and aprroval of material neceds of the
Camnaign. Article 2, above citced decree, pro-
vides that

"The Gruno <e Trabtalho" is comnoscd of :

(a) Director General of DNERu

(b) Coordinator of the Malaria Eradication
Progsram of DNERu

(c) Brazilian Renresentative of Point IV in
Brazil

It will te reormitted to the Revresentatives of ICA
and of Pan A~erican Sanitary Division to partici-
pate in thc Work Groun'!s HMeetings; the partici-
pation of other national and international organ-
lzation's representatives shall be nermitted by
the means of signing a convention with the Health
Ministry for the Malaria Eradication Program."

The main purpose of the ProAs is thc extension

of the alrcacy existing cooperative health program
in Brazil, including joint participation in a
campaign to eradicate Malaria throughout Brazil
and to establish a program of evaluation of
results, in order to nrevent recurrence of Malaria.

According ta TOICA A-818, dated 11/19/59, eradi-
cation of malaria in Brazil is estimated to cover
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an infected area of 7,300,000 Km2 and 1is to benc-
fit a population of 30,000,000 inhabitants. Tho
program is to be put into cffect in 3 stage sche-
dules: one year of preparatory phasc, four years
of total covcrage phase with insccticides and
drugs and threce/four ycars of cridemiological
surveillance phase. Malaria cradication in Brazil
1s carricd out by two separate Brazillan organ-
izations, which arec:

1) Malaria Eradication Campaign. horcafter called
CEM constitutcd by Decrce No. Ii3.17l of
February Ij, 1958 and which reprcscnts the Nation-
al or Fecderal program. TFunds to cperate the
CEM-Federal program are made available from the
Federal Covernment of Brazil.

2) Malaria Fradication Scrvicce, horvafter called
SEM, which constitutes the SAo Panle State pro-
gram, coming only under the jurigdletion of the
Stato of Sao Prulo. Funds te oo rate the SEM
program arc made available fram Statec funds,
Statc of Sao Paulo.

d. In accordance with the basie ProAg and subscquent
rencwals or amendmonts, the determined contributions
for FYs 1953, 1959 and 1960 wcre *1,490,000,
$2 577,390 and €L 000,000 rosncctiv:lz, to be
financed by ICA and CrABO,OOO,OOO,Cr;310,000,000
and Cr®l00 000 000 for the akove vcars to bo
financ..d4 bv the Host Country. ICA!s anticipated
contributien for ¥Y 1961 was nlanncd Initially at
£5.,000.000. ‘

c. According to Airgram TOICA A-1198, dated January
25, 1960, the irderal vrogram (GOR) carricd out
by the CEM, is 4ivid.d info & arcas covering 19
states (Scc Attachmont "I")  whoao hcadquartcers is
locatcd at Avenida Rio Branco B0 Rlo d¢ Janciro.
The State lcvel program for the State of Sie Paulo,
whosc hcadquarters is locatcd at 1'S7 Avenida Bri-
gadeiro Lulz Antonio, S50 Paulo, is divided in 8
arcas (S.c Attachment "I"),

f. As shown bclow (also sco Attachment "I"), gstatus
of ficld opcrations as of Octobcp 31, 1960, 1s as
follows
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1) Areas in Full Operation

AREA I - Stato of Pard,

AREA IITIA - Statesof C2ara, Rio Grande do Norte
and Paraiba

AREA IIIB Statos of Sorgipc and Alagoas

AREA VA - State of S&o Paulo

2) Areas in Partial Opcration

AREA I - Statc of Amazonas

3) Arcas Not in Operation

AREA II - States of Maranhac and Piau{

AREA IIIB -~ State of Pernambuco

AREA TVA - Statc of Bahia

AREA IVB - Statcsof Egpirito Santo and Minas Gcrais
AREA V - Statcs of Guanabara, Parana, Santa

Catarina and Bio Grandc do Sul
AREA VI - Statcs of Golas and Mato Grosso.

3. Pcrsonnel Assignments - Health & Sanitation Division,USOM/B

Namc Position Assignment Period
1. Dr. Ross E. Jenney Chicf of H. & S. Div. g.Zg.gS to
. 6.59
2. Dr. Jamcs D. Wharton Epidomiologist 12.28.55 to
8.20.59
Chicf, H.&S. Div. 8.21.59 to
7.14.60
3. Dr. Vernon J. Fornoy Dcntal Officcr 6. 1.57 to
7.16.60
Chief of H.& 8. Div. 7.-17.60 to
prcacnt datc
. Mr. Arthur Linnchan Budget & Fiscal
Officer, 3.11.57 to
H. & S. Div. 11.30.53
Busincss Manager, 11.30.58 to
H.& S. Div. 10. 5.59

Assistant Controllcr(x)10. 5:59 to
12.23.60
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5. Mr.
6. Mr.

T. Mr.

8. Mr.
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hs per Staff Notico No. 152 of 3/11/60, Mr. Linnchan
Joined the Controllcr's staff as Assistant Controller,
cffective March 7,1960. From October 1959 to March 7,
1960, he workcd part timc as Asst. Controller in
addition to Business Manager, H.& S, Division.

John Vilcs Busincss Managoer Feb.1960 to
11.4.60
Thomas C. Thompson WMcchanical Engin.cr J.1.52 to
prcscnt date
Richard Jamcs Support Spccialist 3.30.59 to
and later prcsunt datce
Malaria Spccialist
Donald Grean Support Spcecialist 1.25.59 to
and later 1. 6. 61

Malaria Spccialist

li. Condition of Projcct Known Prior to Audit

It was alrcady gencrally known to tihc Mission nrior to
the audit (Junc 1960) that this preojcct was cxperi-
cneing difficultics and the program was in scrious
jcopardy, 1i.o., opcrations werc bchind scheduls, ICA-
financed commoditics wcre not boing fully utilized, GOB
funds were not beine made available to the campaign,cte.
and it was bocausc of this “nowlcdpge that the Audit was
requestcd by Mlssien Management. Sftcr norforming a
prcec-audit survey, thisc conditions were found to exist,
and in most cascs in greater and morc scrious nropor-
tionas than previouly indicated. Thorafore. this audit,
as c¢vidcneccd by th. auditorts fin?ings hercin, has been
fairly cxtensive in many arcas.

5. Audit Personncl D:nicd ficcuss to USOM Rccords and Files

Initially. USOM audit pcrsonncl werc denicd acccss to
H.& S. Divislon projcct filcs and rccords by the Chice,
H.& S. Division. Although acccss to such rocords was
cventually normitted this matter has had a detrimental
effcet on the voerformance of the audit to include
delaying the audit compnlction.


http:rccor,.is

AUDIT REPORT No. 3-61 Page 7

6.

5.17.61

Varicd Opinions and Intorprctations Within USOM Concern-
1ng Projcct

There cxists a problem among H.& S. Division vcrsonncl

as wcll as other USOM Staff Offices concerning differ-
enccs of opinions and Interpretations as to intunt and
meaning of ccertain ProAg provisions and USOM/Bts ovcrall
rcsponaibilitics. Examplcs of the qucstions or points
ralsed arc ¢+ a) what arc H.& S. Divisionts gpucific
rcsponsiblilitics, vorsus GOB responsibilitics; in projccet
planning, implcmentation and cvaluation (Sce memo from
Controllcr to Chicf, H.& S. Division, (0OUQ) datcd March
10, 1961), ané b) docs USOM have the right to audit,cval-
uatc, c¢nd-us¢ ang inspecet the projcet, and to whut
cxtent. With r.forcenec to a) above, and in conversation
with H.& S. Division vcrsonncl and Mission Staff Officcs,
they have voiccd opinions during the audit indicating
that USQOM!'s risponsibility conccrning this projcet may
have boen primarily limitcd to the furnishine of commodi-
tics and performing r-olatcd accounting, administrative
and c¢nd-usc obhscrvations. Howuver, Miasion documents,
alrgrams, mcmoranda, «te., issucd on th. subjict and
cxaminced bv the auditor, indicat. that initial planning
and during carly stagc of obcrations, thc Mission was rc-
quircd and intcndcd to carry out ICA's normal nrojcct
functions and rosponsibilitics (For cxamnle, s.. Scection
IV, Par. 2 b:ilow).

Projcct Risvnonsibility

Although tho Chicf. H.& S. Division 1is considcred the
projcet Managcr and the offico having th. first-linc
rcsponsitility for the ¢fficicnt opcration of the project,
othcr USOM Officcs, Including thc Program, Exccutive and
Controll.rt's Officcs have cirtain derfipite and important
rcspoasibilitics. The revicw and cvaluation of the ap-
parcnt causcs and reasons for the ungatisfactory status
of thc¢ Malaria Eradication project, thc inadcquacics,
weaknessces and probloms c¢ncountcrced, as shown in this
audit rcport 1indicatc that the Mission as o wholce has
bcen rather deficicnt in handling this projcct from its
inception.
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8. Porsonncl - Opcrating Staff and Ficld Tochnicilans

As a rcgular part of this projecct audit, the following
probloms, which relatc to pcrsonncl rcquiroments and
overall staffing in both thc Mission as wcll as the
Host Countrv, havc bcen noted and cvaluatced ¢

a. USOM/B

1) It would appcar that from the carly phasc of

2)

this projcct the Mlssion has buen deficlent as,
to pcrsonncl and staffing requircments. i.c.,
shortags of personncl . inadoquate or impropor
usc of ncersonncl insufficicont guidance and
dircction over ficld tcchnicians by supcrvisors.
Shortagc of +raincd pcrsonncl for this projcct
was pointcd out as carly as Novembor 1958 in
¢xtcernal reports rececived by the Misgion (For
cxample, s.o¢ GAO rcport datcd May 1960). The
Mission apparcntly did not visualizc or antici-
patc the ne.d of more than throo ficld tech-
niciens and thorcforc Hook no official action to
sccure additional n.rsonncl.

H.& S. Division has utilizcd its tcchnicanl
pcersonncl to perform regular administrative and
rclated dutics to include wxtoensiv. nceded cnd-
usc obgcrvations (p.r agroemoent betwoen the
Chi.f, H.86 3. Division and Controllcr, sincc the
Controllcr did not, at that time, have adequatc
audit staff to pcrform this function), and as a
rcogult, ficld techniecians have not becn utilized
for the purposc intendcd or as rcquircd to carry
out and insurc ad.quacy an?d vnroficicncy of pro-
jeet ovcration. FMovertholess, the ficld toch-
nicians involvcd have, in carrving out those
spccial dutics, verformed such dutles well and
havs accomplished much toward filling the nced
in the administrative arca within H.& 3. Divi-
gion. At the conclusion of thils audit the
scrious pursonncl problem ctill cxisted and ina
norc acute nroportion, 1 ., the projict was
still without a sufficicnt numbor of adminis-
trative (Busincss ‘ianager or Adminlstrative
Officcr) and tuchnical ficl2 pursonncl to adu-
quatcly carry out thc program, to include pro-
gram planning, cvaluation, obscrvation, rcport-
ing, and administrativce support to the project.
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b. CEM - Host Country Agency

There 1s an apparent lack of a sufficient number of
fleld staff throughout the CEM National campaign,
with some exceptions. This deficiency, however, 1is
believed to be due primarily to the lack of GOB

funds. The lack of a sufficient number of adminis-
trative and support personnel, including storekeepers,
property clerks, mechanics, otc., has in many ways
mado it extremely difficult for CEM ficld operationg,
to include commodity accounting and reporting, to be
carried out adequately and on a timely basis.

Title to ICA-Financed Commodities

In rcading this Audit Report it must boe kept in mind that
the report in 1ts ontirety is based upon thc promisc that
title to all commodities rests with GOB and not with the
USOM. This premise is based on the language of the ProAg
and Standard Provisions Annex attached thereto, and
M.0. 1051.2. However, within the Mission a question has
arisen, subsequent to the Audit, as to whether title to
the commodities financed by ICA under this project rests
with the GOB or with the USOM. It is understood that

the General Counsel, ICA/W, has reccntly made a "prelimi-
nary decision" to the cffect that title rests with USOM
rather than GOB. In view of the above appropriate action
should be taken by the USOM to resolve the question of
title as soon as possible as it is incumbent upon the
USOM to follow M.Os. 541.1, 754.5. ctec. with respect to
thosc commodities to which they have title. Thesc USOM
procedures or requirements, if title 1s considered to
rest with USOM, are not in any respcct being followed by
the USOM at this time.

External Reports Roceived by the Mission on Malaria Eradi-

cation

8. The Mission has received reports from working groups,
expert teams and similar bodics covering the Malaria
Eradication Program in Brazil and its cffect on Latin
Amcrica as well as the worldwide program. Some
reports arc the result of independent (official and
unofficial) surveys and evaluation of the program.
Most of thcsc reports cite substantially the same type
of program wenknesses and deficiencics, and the causes
therefor, as reported in this audit report.
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Examplcs of these reports include

1) Preliminary Report from ICA Exncrt Pancl on
Malaria dated March 1, 1960.

2) Sypecial Report from PAHO Survcy Tcam (Drs.
Williams and Silva) covering period August 20
to October 1, 1960.

3) Report of the Eighth Mceting (25-30 July 1960)
of the Expert Committee on Malaria, WHO.

These reports commont on the importance of the Ma-
laria BEracdication Program in Brazil and strcss the
point that Brazil is considercd the keystone to a
successful program in Sonth Amcrica. Thoesc reports
also omphasize the fact that all South Amcrican
Countrics with Malaria, and which have boundaries
with Brazil, arc roportcdly far ahicad in the Ma-
laria Eradication Program, and thc failurc by
Brazil to timcly and adcquatcly pursue this program
seriously affceets thos: countrics.

b. Even though, in most instanccs, no official USOM/B
action or answor to thesc reports may have been
required, no action avpears to have boen taken by
the Mission to document comment on or otherwisc
ostablish tho Mission's poaition in writing con-
cerning the findings, rccommendations and rclatoed
contents of thesc reports. As a routince, it is
bclieved that appropriatce Mission comments and
rccommendationa should be developed on these re-
ports and routed to the Office of the Mission
Dircctor (and nossibly to ICA/W), for information,
currcnt koowlcdge, guildance and action as may be
apnropriatce.

1l. Audit Classification of Projcct

a. In conformance with the provisions of 1M.0. 797.1
and USOM M.0. BRA-781, it la recquircd that the
audit rcport be clasgsificd according to thce audit
findings and thcir rclative importance to the project.
This projcct (Malaria Eradication), as cvidonced by
the scriousncas of the conditions rcported in the
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audit findings, 1is hereby classificd as becing
UNSATISFACTORY. This classification is bascd on

or duc primarily to (a) failurc by GOB to mcot on a
timcly basis their financial obligations thus
joopardizing thc Program and (b) failurc of the
Mission to fully carry out and follow thru on thcir
many projoct rosponsibilitics and functions in-
cluding dclay in rescheduling of commodity shipmonts
to conform with GOB lack of funds.

Personncl Contacted During Audit Performance

a. Mission - USOM/B

1) Dr. Vernon J. Forncy, Chicf. H.& S. Division

2) Mr. Arthur Linnchan, former Busincss Managcer,
H.& S. Division

3) Mr. John Vilcs, Busincss Managcr, H.& S. Div.

h; Mr. Harold Savagc H.& S. Division
5) Mr. Thomas C. Thompson Mocchanical Engincer,
H.& S. Division
6) Mr. Donald Green, Malaria Spuclallst, H.& S. Div.
7) Mr. Richard Jamcs, Malaria Spcelalist, H.& S.
Division
8) Miss H.L. Prcston, Controllcr
9) Mr. W.B. Paxson, Program Officc
10) Mr. J.R. Solana, Chicr, Program Officc

b. Malaria Tradication Campaign Ruprescntatives
Host Country - Brazll

1) Dr. Fernando Machado Bustamant., Exccutive Chicr,
CEM

2) Mr. Gecorges Sanders, Engincor and Chicf of
Rcelfe Reglonal Distribution Conter

3) Mr. V. Homem deo Mcllo, Exccutive Chicf, SEM

It) Chicfs of all CEM and SEM hcadquarters & Districts
In the Arcas visited.

Exit Audit Confcreonces and Discussions of Audit Rcport

At the conclusion of this audit, James E. McKamcy,
USOM-Auditor, accompanicd hy E.M. Dancour, auditor. hocld
cxit conforcnccs with the following rcsponsiblc pcrsonnel
to discuss thc auditorts findings and rccommcndations
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On April 7 and May 2 1961

Dr. Vernon J. Fornzy Chiof, H.& S. Division
On April 2l 1961

Mr. J. I. Solana, Chiof, Program 0fficc
On April 25 and May 3, 1961

Mr. Robert J Francls, Exccutive Officer
Mr. F. Macdonald, Assistant BExcecutive Officor

On April 2 and Mav I} & 9, 1961

Mlss H.L. Prcston, Controll.r

SECTION IV - Summary of Pindings and Recommendations

’
A rcsume of the findings and recommendations follows
as well as a goncral r-commendation with respeet to projcct
managemcnt e

(a) FindingsResumé

1. GOB inabhility to provide their eruzciro contribu-
tion as snccificd in the Agprcement to cover the
local opcrating costs of th: projcct.

2. Mission laxity in overall projoet nanagement and
cvaluation to inclur. projcel reporting, trip
reporting, orojuct staffing and their utilization,
commodity utilization, end-use and arrival re-
porting activities anl administrative support to
the project.

3. Confusion and varied opinlons concerning USOMts
project responcihilities with respeect to technical
assistance and audit privilepes as well as USOM
Divisional and Staff Office responsibilities for
commodity accounting and control, project evalu-
ation, review and anpraisal.
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Recommendations Resumé

1. Continual action be taken by the Mission to insure
that GOB funds as well as other program resources,
are made avallable to carry out their responsi-
bilities under theso Agreements and any future
Agreements.

2. Revision of the Agreement to include in their
entirety the normal Standard Provisions Annex to
Project Agreements; language which will clarify
the USOM vosition with respect to technical as-
sistance, and/or supervision of the details of
the operation of the program; relationship
between CEM and SEM under the Agreement.

3. Determine total USOM nersorinel requirement for
effective project management and take action to
obtain same. Improve USOM's internal reporting
procedures to facilitate project evaluation.
Issue necessary USOM instructions to nreclude
continuation of confusion concerning responsi-
bility for commodity arrival reporting and
related matters.

General Recommendation

As a means of providing desired program manage-
ment and control over this project, it is strongly
recommenced that the Mission Director appoint a
USOM Malaria Project Manager who will be fully and
gsolely responsible for : 1) complete project manage-
ment to include prcgram planning evaluation. ap-
praisal and reporting: 2) adequacy of staffing and
assignments; 3) close and continual coordination
with appropriate GOB authorities, and L) taking cor-
rective action to fully implement all approved (by
Mission Director) audit recommendations contained in
this USOM Audit Report. No. 3-61, as well as other
Migssion and external reports and Adircctives received.
USOM Malaria Project personnel should be assigned by
name and thelr specific functions, responsibilities
and areaof duty assignments be rcduced to writing.

It 1s further recommended that a member of the Program
Office be designated as the Program Office Project
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Representative to work with the USOM Malaria Project

Manager,

All Malaria Project matters should be

coordinated through this individual to include dis-
cussions with the Mission Director and GOB officials.

An index of the detailed findings and recommendations

follows:

1

10

11

25

27

28

3l

32

35

37

40

42

46

49

Subject

Failure of GOB to Provide Required Funds
and thus to Meet fully their Project
Obligations.

Exclusion from ProAg of Item "N" (2),
Standard Provisions Annex Relatvive to
Joint Audit and Inspection Rights.

Project and Program Delays - Cut-Back or
Adjustment in Commodity Shipments not made
on Timely Basis or in Line with known
Project Requircments.

Varied Opinions and Intcrpretations with-
in the Mission on Arrival Accounting,
Control and Reporting Requirements concern-
ing IC/=Financed Ccmmodities.

Unauthorized Divoersion of ICA-Financed
Commoditiecse.

ixcess Xylol - Error in Preparing Data for
PIO/C for Purchasc of Xylol Causing Excess
to Projcct Requirements.,

Procurcnent of Non-Standard Equipnent for
Malaria Program in Brazil.

Inadequate Program Rcporbing Between GOB
and the Mission,

Inadequate Reporting by He & Se Division,
USOL.

Inadequacy in Ficld Reporting by Techni-
ciaons.

Inadequate Program Evaluation (and Report-
ing) by USOM.
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12 51
13 53
14 56
15 59
16 60
17 62
18 66
19 67
20 68
21 70
22 72
23 75
24 78
25 79
26 83
27 85
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Subject

Inadequate Survey and Observation of
Custons and Unloading Practices at
Ports by USOM or GOB Personnel.

Inadequate Arrival Accounting, Control
and Reporting for ICA-Financed Comno-
dities.

Inadequate Procurement Docunentation,
Inaccurate Prices and Lack of Recon-
ciliation on ICA-Financed Commodities.

Inadequate Project and Adninistrative
Files in H. & S. Division.

Unfavorable Local Press Conments on
ICL~-Financed Coimiodities.

Inadequatc End-~Use, Audit and Review
by USOM/B during Early Phase of Project
Inplenentation.

Failure by USOM/B to Forward Unsatis-
factory End-Use Reports to Host Country.

Marking = Lack of Display of ICA Emblen
on Vehiclos.

Inadequate Insurance Clain System Cover-
ing ICA-Financed Comnodities.

Merine Insurance Financing.

ICA~Financed Cormodities in Excess of
Current FProgram Requirciients.

Delays in Clearing ICA~Financed Conro-
dities fromn Custoiis and Docks.

Inadequate CEM Stoff for Storekeeping
and Stock Comnodity Accounting.

Storage of ICA~Financed Cormodities.,

Accounting Records Maintained by CEM

Inadequate and Cunbersonc Custen Clear-
ing Systen - Recife.
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Subject

International Harvester Pick-Up Tru.k,
CEM No. 56, Destroyed in Accident,

Inadequate Accounting and Record~Keeping
in CEM for ICA~Financed Connodities.

Inadequate Storage of Vehicles - Excess
Vehicles -~ Inadequatec Supply of Spare
Parts in Area III A and B.

Usc of Chloroquine Supplied by ICA,
Non-Use of Stereomicroscopes -~ Beldn, Pard

Historical Records for Vehicles - Belén,

’

Para.

Inadequate Gasoline Storage - Lack of
Underground Storoge Tanks.

Use of Paper Bags Instead of Plastic Bags
fcr Handling DDT 75%.

Lack of Tires ond Spare Parts for Inter-
national Harvester Vehicles ~ SEM, State
of Sao Paulo,

Lack of Adequate Motor Vehicles Mainte—
nence Facilities - State of Sao Paulo.

Inadequate Supply of Suitable Hydraulic
Jacks = State of Sac Pauloc.

Inadequate Nozzles for Sprayers.
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SECTION V - Division Corments

A.

Public Health Division Comments

In 1957, when the World Health Organization and the Inter-
national Cooperation Administration were attempting to
introduce the World-wide Malaria Eradication concept,

much consultation was undertaken in Latin America for

the purpose of establishing project in the hemisphere.
Brazil was then considered to be the key country to suc-
cessful eradication of malaria in South Americsa.

Dr. Fred Soper, Dr. Roy Fritz and Dr. Cerlos Alvarado

of the Pan American Sanitary Bureau, ICA/W,. and the

World Health Organization respectively, joined forces to
assist Brazil in establishing a malaria eradication
project. They spent considerable time and effort in this
developmental rlanning process. Drs. Jenney and Wharton
of USOM and Courtney of PASR contributed to the project
development.

Certain areas of responsibility were understood and
documented in the agreements that were made with the
Government of Brazil.

It is a matter of record that certain concessions were
made during these planning and necgotiating meetings with
the Minister of Health and the Director of the National
Department of Rural Endemics (DNERu). These changes wore
necessary, in the judgement of thcse individuals, in
order to establish Brazil as a major component of the
malaria eradicatior plan for South America.

The original plan for Bracication of Malaria from Brazil
was a normal pattern as establishced in other countries
with one particular differcnce - that of using chemo-
thcrapeutic measures for eradication of malaria from the
Amazon Basin.

For all intents and purposcs, it was anticipated that

the Campaign for Eradication in Brazil would be carried
out according to planned operations during the subsequent
years. There was agreemcnt by PASB ICA and Brazil to
particivate in this massivc undertalking. ICA/W and

USOM entered into project agreements in good faith with
the Government of Brazil to support the Campaign.
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In late 1959 the Government of Brazil encountercd some
difficulty in providing funding for the Campaign. The
USOM undertook to establish with the Minister of Health
and the Ministry of the Treasury a schedule of funding
which the GOB could sustain. This culminated in the
Agreement of January 13, 1960 and in which such a
schedule of funding on a regular and continuous basis
was agreed upon.

During the first half of calendar year 1960, the Brazi-
lian fiscal year, normal national funding problems were
encountered. The exact magnitude of thesc difficultics
was not know due to the fact that no mechanism existed
to obtain such information. Audit authority had been
excluded by agreement and the only source of information
was obtainable through the Campaign personnel. The USOH
was in the role of commodity provider and had not under-
taken technical or administrative chores since this was
an assigned task of the PASB by virtue of agreement with
the GOB and ICA/W. No personnel of this type were as-
signed to USOM for this purpose. Information on program
difficulties was obtainod by association with members of
the Campaign.

It became avparent in May 1960 that operations were not
moving at the high pitch anticipated in all active OpEr~
ational areas of the country. In June and July 1960
there was evidence that funding of the Campaign was weak-
ening and that planned development of the campaign was
not being carricd out. Inquiry was made of the GOB-
Ministry of Health concerning the reasons for the program
slow-down. No answer was obtained from the Minister of
Health, however information was obtaincd from the Chief
of the Campaign to the effect that funds were not being
made available to the Campaign for its normal operations
and expansions.

A program of commodity utilization observations, made by
the Public Health Division on its own initiative although
not indicated by agreement, showed that utilization levels
were low in the operational areas. Further substantiatien
of the reasons for these delays was obtained from the
Campaign Director. In view of the time lag and the proba-
bilities of reduced fundings, personnel losses and an-
ticipated lack of program expansion, shipment of U.S.
Commodities was suspended. Stocks and pipeline commodi-
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ties arriving in Brazil were stored. There were constant
reagsurances that funds would be made available, however
the funds failed to appear except in small amounts as
indicated in the following table

Material................... 13.660.116 60
Requisitions for travel ... }.542.380.60
Rental..................... 1.h32.6q9,00 19.635.1£6i20
In currency: (Allot.3/Material)
/11 - Received ........... 1.865.500, 00
5 - Received ........... 20.000.000, 00
6/6 = Rcccived .ooov... ... 20.000.000, 00
6/23 - Roceived ........... 15.000.000, 00
7/7 - Received ........... 25.000.000. 00
9/16 - Received .......... 2.500.000, 00
9/28 - Received .......... 21.007.975,00
11/5 - Received .......... 20.000.000, 00
11/23 - Roceived .......... 22.132.101, 60
12/19 - Received .......... 30.000.000, 00
12/30 - Rececived .......... 3.000,000,00 180.505.576, 60
(Allot.3/Pcrsonncl)
2/h - Received .......... ©169.621,80
2/li - Received .......... 169.621, 80
3/1L - Received .......... 16L.93Y 30
5/5 =~ Received .......... 16L.93) 30
- Received ...... C 176.071.50
- Received ... .. ... 170.002.80
7/26 - Rececived ......... 170.002. 80
- Racelved ...... .... 167.502, 20
10/17 - Received ....... . 167.502 20
- Recelved ... ...... 167.112 20
12/15 - Received ........ . 167.112 20 1.854.418,10

201.995.140,90

13.630.327,80 216.625.&68E7O

Dismissal of the Minister of Health, an Acting Minister,
and another Acting Minister and a National Pr:sidcntinl Elec-
tion as wcll riad. 1t Aifficult te 2n anvthing 2-nstructive
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toward keeping the Campaign in operation. The Foreign
Office, the Point IV Coordinator, the Deputy Point IV
Coordinator, the Superintendent of the SESP Foundation,
the USOM Director and Staff all tried to help kecp the
Campaign in operation. We tried every possible sourcec
of funds and of persons interested in malaria erndica-
tion but our efforts produced little or no funds. 1In
December funds were made available but the amount fell
far short of the necessary level to keep the program
operations at the planned level.

The work done by the Public Health Division Staff in the
program control obscrvations of commodities throughout
Brazil providcd the basis for suspending further shipments
and basic documents and information proving campaign re-
tardsntion.

The managcrment aspects of the malaria opcrations by the
Public Hcalth Division arc not perfcet nor could they
ever be or have been under the circumstances, i.c.,
Insufficient pergonnel to provide scrvicing of the USOM
Campaign Assistance. It must howevcr bc pointed out
that of the total expendablec and non-expcendablc items
amounting to several million dollars (8.1) entcring
Brazil - all havc been accounted for by a small, rc-
latively inexperienced ataff - and have been protected
by the Brazilian Campaign Staff during many months of
unsettled program difficulties.

For a problem painted so serious, out of contecxt, by the
auditors it is rcadily apparent to other obscrvers that
a ccertain honesty and loyalty between the USOM and
Brazilian staffs has maintalned a sense of rsponsibil-
ity to each of their Governments. This fact has not been
mentioned in this report.

Lack of authority on the part of thc Chief of the H.& S.
Division to handle the affairs of the USOM participation
in the Malaria Project is to a great extent recsponsible
for the situation which developed in thc Projcct. To
this day the Chicf of the Public Hcalth Division has no
stated authority to ncgotiate with the Malaria Projcct
Director or the Minister of Health. This situation
cannot occur again whercin funds failced to rcach the
project from DNERu and the Ministry.
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When mechanisms are established to provide closec working
relationships with the project it will be possiblec to
obtaln official documents pertalning to funding and
operational actlions.

B - Program Office Comments

The Mlssion did make an effort to impress the GOB with
seriousness of the funding situation, efforts which in~
part were responsible for removal of the Minlster of
Health. The Mission was unablc to forsce that a Minister
of Government was golng to usc the funds appropriated

for the malaria program for other purposes. The Mission
was dealing with a Sovereign Government which continu-
ously promlised to make the nccessary funds availabls to
carry out the program and in fact did continue tc make
small amounts of funds avallablc cvery time 1t appeared
that thc program wos in danger of being interrupted in
those areas wherc it was in oporation. The U.S. Government
Investment was belng protected through kesping these areas
In opcration. If thc cradication cycles had been inter-
rupted then U.S. Program funds invested would have been
subgtantially lost. As thc facts show, thc Mission Di-
rector and staff offices acted as soon as 1t bccamc ap-~
parent that drastic actlion was required. IFormal rcprc-
sentations werc made and a lettcr sent to the Brazilian
Coordinator advising that shipments would be suspended 1T
funds were not forthcoming. Copies of this letter were
delivered to the Forclgn Office and the Minister of Health.
The Coordinator and the Foreign 0ffice brought the situ-
ation personally to the attcntion of the Prcsident of the
Republic. Assurances werc given, with approval of the
President, that funds would be madc availablec. Only
after the GOB was glven opportunity to comply was it
diplomatically possible for the Mission to take the
drastic steps of suspcending furthcer U.S. support to the
program and request suspension of all pending purchase
orders and/or shipments of commoditics.

Since no perishable commodities werce involved the need
for immediate action was not so urgently rcquired. It
was Incumbent upon the Mission to try to resolve the
problem without taking drastic mecasures in the interocst
of preserving good rclations between the two governments.
It should be polnted out that rclationships on the
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political level were somewhat strained during 1959 and
1360 and drastic action by the U.S. would have boen
considered an unfriendly act no matter how corrcct the
U.S. position.

It should be mentioned that the excess supply of wvehicles
resulted from inability of the GOB to expand the program
to other areas as fast as planned and that no more vehi-
cles were ordered as soon as this becamo apparent.

In gencral I believe 1t fair to say that while many un-
satisfactory conditions have becn pointed out in the audit
report one comes to the conclusion that there wag very
little loss or waste. This is surprising when one
considers tho quantity of commodities involved and the
small staff available to oversee utilization. The main
problem has becen lack of financial support by the GOB, yet
hundrecds of omployees stuck with the program without pay
for a number of months and in those areas where opera-
tions were being carried out apparcntly no serious intep-
ruptions of spraying cycles occurrcd. To the observor
who did not have access to the financial records cvery=-
thing outwardly appeared to be progressing albelt slower
than planned. Prior to July 1960, on each occasion when
8 serious crisis scemcd imminent additional, funds in

small amounts wcre provided. Sincc July 1960 continual
representations have been made to GOB and finally all
bills an salarlics reportedly werc paid up thru August

31, 1961.

Two decisions faced the Mission : 1) constant pressure
on thc GOB to adequatelv finance and administer the
program and give the GOB opportunity to place the program
on a current basis, or 2) withdraw all support and termi-
nate the program. USOM took the intermcdiatc position
and suspended all shipments and procurcment for a period
of nine months. This was tho only course of action in
the 1light of U.S. objectives in Brazil, political con-
slderations, importance of malaria eradication to ths
rest of South America and the USG pelicy of world-wide
malaria cradication. These factors are not mentioned in
the audit rcport. More important however. ig the fact
that USOM representations probably resulted in salvaging
the malaria program from certain failure-: Our continued
Interest and oexpressed desire to continuec support, as
Soon as GOB demonstrated that it could and would finance
and adminigter the program cffectively, strengthenecd
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the position of the Minister. While there was hope that
the GOB would adequately support the program it was in
U.S. interests and within U.S. objectives to excercise
patience.

SECTION VI - Comments on Prior Audits

1. ICA/W Audit Report No. 61-16, dated November 23, 1960

Recommendation No. 2, Page 1lli, concerning ICA-financed
commodities for projects (Malaria, etc.) states that
"The USOM/B shonld arrange that ICA-financed commodi-
ties for projects are consigned to the Braziliar agency
or institution for which the commedities arc purchased".
TUSOM/Bts rcply (TOICH £-186L. dated L/1;/61) to the
above audit recommendation was "USOM/B does not at this
time concur in the recommendation that all ICA-financed
commodities be consigncd to the Brazilian agcncy or
Institution for which the commodities are purchased.

By consignment to U.S. Govirnment agencies it 1s possi-
ble to effcet a more cxveditious clcarance through
customs and thus a morc timcly utilization on proj-
ects. In addition, USOM is iIn a better position to
supervise the utilizetion and direct wsc toward proj-
ect objcctives than ir consignment was to a Brazilian
Ageney™ .

Current Status and USOM-Auditort's Comments

All shipments as hcretofore arc btolng consigned to ITAL
¢/o American Embassy Brazil. It would apncar that
since commodity arrival/accounting is a joint responsi-
bility of both the Host Country and the US0M/B, and
since title to thcsc commodities is deemed to rest with
the Host Country, thcse shipments should be consigned
to the Host Country.

2. GAO Report of Examination Covering 7Y¥s 1955-1959, dated
May 1960 .

a. On pages 7 and 35 the GAO Auditor reported that the
Mission, at the time of the GAO revicw and evalu-
ation, in November 1953, had not developed firm
plans and procedurcs for carrying out 1ts regponsi-
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bilities under the Project Agrcement to obscrve and
evaluate the use of equipment and supplics and Mission
officials expresscd concern as to whether adequate
staff would be availabloe. The Mission's reply to this
report, TOICA A-1500, dated March 18, 1950, gencrally
concurred 1n the finding and advised that the three (3)
technicians recently assigned would advisc on items
procured, observe their use and the progress of the
program, etc. Also, thcse Techniclans would report on
the quality and progress of thc overall campaign and on
other special problems which might arisc. The Mission's
reply went on to say that the close surveillance being
glven the Malaria Program by members of H.& S. Division,
the report of their extensive trips. corrective action
as a result of thelr reviews, coupled with the Con-
troller's end-use observations and arrival accounting,
when initiated, should insure adequacy of operation

and vse of commoditics.

Current Status and USOM-Auditor's Comment

As evidenced by this USOM audit repert, the action taken
by the Mission subscquent to the GAO audit, conducted in
Dec. 1958 concerning the surveillancc, program and
progress reporting on known project problems and dc-
ficiencies, has not bcen entirely adequate (Sce Find-
ings Nos. 9, 10, 11, ctec. btclow), although improvement
has been made since 1958.

On pages 5 and 18 the GAC Auditor reported lag in Host
Country Support with refercence to insufficicnt rceporting
(publicity) on Point IV activities in Brazil. The
Mlssion conrurred in the finding and statcd that Point
IV was obtaining more publicity than at the time of

the GAO audit.

Current Status and USOM-Auditor'!s Commocnt

As indicated in this USOM audit report thc GOR report-
ing (publicity) of the typc that would have bcen bene-
ficial to the project and to tho ICA program. was not
carried out as planncd (See Findings Nos. 16. 19, ctec.
below).
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SECTION VII - Findings & Rccommendations

1. Finding

Failurc of GOB to Provide Required Funds and to Meect
thelr Kinanclial OblIgations

8. The ProAg entered into between ICA/USOM/B and the
Brazilian Ministry of Public Hecalth stipulates that
the Host Country should deposit in thc Bank of Brazil
Cr#30,000,000.00 in 1958, cr%310,000,000.00 in
1959 and Cr®lj00.000,000.00 in 1960 according to an
established schedule, and that the Ministry of Public
Health shall placc thesc amounts at thc disposition
of the Exceccutive Chief of Malaria Eradication Campaign
to implement the program. This financial agrecment
was not fulfilled by the Host Country.

b. During mid-year of 1959, it was apparont that the
program was falling tchind schedule and local (GOB)
funds for the campaign were not being furnished on
a timely basis as rcequired. This condition bccame
more acute during 1960. During the auditorts field
trips (August-December 1960), lie obscrved the
seriousness of the funding problem and its effect on
the progress of the campaign, i.e., salary and sundry
payments delayed up to five months in Recife (during
early 1960), trained ficld as well as professional
personnel werc resigning due to non-payment of
salarics etec.

c. Even though this funding problem was known to H.& S.
Division therc was nn cvidence of corrcspondence in
their files (thosc submitted to the auditor for reo-
view) indicating that this scrious matter had been
reported to the Mission Director, or to the Host
Country futhoritics for action until June 15, 1960
(Sce letter to CEM by H & S. Divisinon, USOM and
TOICA 4£-L79, dated September 8, 1960) (Sece M.O.
514.8). On July 5. 1960 the Mission Director forward-
ed a letter to the Peint IV Coordinator pointing
out the seriousness of the GOB funding nroblem, and
requested that GOB fulfil their financial cormitments
according to existing agreements. (Note: As a para-
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dox, the auditor noted a letter (No. CEM 8-60) dated
January 25, 1960, from Executive Chief, CEM, to the
Chief, H.& S. Division, USOM, inquiring about ICA contri-
bution to the program and its availability). 1In August
1960, and during a special meeting among USOM, GOB
representatives and the Executive Chief, CEM, USOM/B
took additional steps to officially discuss and point

out the seriousness of the funding problem and the

Host Country's delay in meeting their financial obli-
gations.

Recommendation

It is recommended that

al

Immediate and continual action be taken by USOM/B to
officially report and follow up on the GOB funding
problem to insure that the Host Country not only meet
their financial responsibilities on a current basis, but
that positive plans are developed to insure continual
flow of funds in the future for use in the Malaria
Eradication Program. This action should be taken in
accordance with the ProAg and other pertinent bilateral
agreements.

Accion be taken by the Migsion Director to insure that
he as well as other Staff Officers are appropriately
and p: omptly advised in writing concerning any future
failures of GOR to meet their financial obligations
under project agreements.

ACTION OFFICE

H.& S. Divisicn, USOM (Ref. a)
CEM Headquarters (Ref. a)
Program Office, USOM (Ref. a and b - for

( coordination)

Office of Director, USOM (Ref. b)
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2. Finding

Exclusion from ProAg of Item "N" (2), Standard Provisions
Annex Relative to Jolnt Audit and Inspection Rights

a. Reference Item N, Standard Provisions Annex "A" states
that: "The two parties shall have the right at any
time to observe operations carried out under this
Project Agrecement. Either party during the term of
the Project and three years after the completion of
the Project, shall further have the right (1) to
examine any property procured through financing by
that party under this Project Agreement, wherever
such vroperty is located, and (2) to inspect and
audit any records and accounts with respect to funds
provided by. or any properties and contract services
procured through financing by that party under this
Project Agreement, wherever such records may be
located and maintained. Each pariy, in arranging
for any disposition of anv property procured through
financing by the other party under this Project
Agreement shall assurc that the rights of examina-
tion, inspection and audit described in the preceding
sentence are reserved to the party which did the
finuncing".

b. Item 3, page 1, ProAg. states that "Normal ICA pro-
cedures for inopection and audit is purposely ex-
cluded from the ProAg and item 3, Part IV, page |
of Annex "A" is substituted therefor". This substi-
tution (Item 3, Tart IV, page L, ProAg) states that
"ICA will observe the distribution and location of
material by it acquircd for the cxecution of the
campaign, as well as observe the continued evalu-
ation of work in progrcss.”

c. The purpose, reasoning or justification for the
exclusion of ICA normal audit and inspection pro-
cedure and responsibility for this project (Ref. b
above), was not made a part of ICA conies of the
ProAg as ri:quired by M.0. 105,.1, I. B, page 3.
Further, during conversations with H & S. Division
pergsonnel (former Business Manager and present Chief,
H.& S. Division), only general (verbal) explanations
could be given for this deliberate exclusion, but a
comment was made that "this is what GOB wanted and
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may have been accepted by ICA/W per telephone conversa-
tion". The Mission was unable to present anything in
writing to the auditor to support or justify this audit
exclusion from the ProAg. (See M.C. 704.1, IIT and M.O.
1051.1) It is understood, however, that H.& S. Division
may have received verbal telephone approval from PHD/ICA/W
concerning this audit exclusion from the Standard Pro-
visions. ©No exclusion or limitation should have been
made concerning ICA's normal audit and inspection rights
and procedures, without valid justificationsin writing

to be attached to the ProAg copies on file in USOM/B
togethzr with the Migsion Director's approval in a-
cordaace with Page 3, Block 10, M.0. 1054.1 dated July

7, 1956, as such exclusion is considercd to b= contrary
to the general provisions of the Mutual Sccurity Act of
195l;, and M.0s. 70L4.1, Section 1II, A and 704.3, Section
III, B, 2, f.

Recommendation

It is recommended that -

Exclusions of this nature from ICA Standard Provisions
be avoided. Negotiations for further Malaria agrecments
should include our right to audit as contemplated by
above cited directives. Howsver 1if such exclusions or
special provisions are considered neccssary. they should
be duly authorized and documented in strict compliance
with applicable directives.

ACTION O¥FICE

Program Office, USOM

3. PFinding

Project and Frogram Delays - Cut-Back or Adjustment in
Commodity Shipments not made on Timely Baslis or in Line
with Known Project Requiremcents

a. Little or no action was taken by H.& S. Division
until June 1960 concerning required cut-back and
ad justment in commodity shipments to prevent
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unnecessary stockpiling and extensive non-use of com-
modities. It was not until August 23, 1960 (Seec Tele-
gram TOICA 156), that action was taken by the Mission
to suspend commodity procurements, this action being
taken at the request of the Program Officer and Deputy
Director.

b. According to program data and plans on file in H.& S.
Division, the Malaria Eradication program was scheduled
to begin in Areas III and V during January 1959. Program
status of thesc Areas as of October 31, 1960, is as
follows :

1) In Area III B, the program started in Alagdas and
Sergipe in August 1960. In Pernambuco the program
had not started even though this Sector had rcceived
and been fully equipped with vehicles, and other
ICA commodities, to initiate and continue the opera-
tion for an extended period of time.

2) In Area V, the program had not started, except in
Curitiba, State of Parana, where the geographical
reconnalssance had been completed. Plans for full
scale operation, including ccmmodities, were on
hand.

3) In the State of Guanabara. State of Santa Catarina,
State of Rio Grande do Sul, the program had not
started cecven though adequate commodities, to include
vehicles, were on hand. (Note: 4 small number of
jeeps were transferred from Rio to Joinvile, State
of Santa Catarina, which appeared to bc merely to
show evidence or give indicaticn that the program
in the latter area had begun, howcver, H.& S. Di-
vision states that the transfer was madc for purposs
of better storage).

4} In Area IIT A, the program started as a pillot opera-
tion in September 1959 - oradication began in Janu-
ary 1960; however, progress in this area was very
slow and did not meet planned objectives.

Even though the program was considered deficient and
far behind schedule, ICA procurements continued to be
received. They were stored and/or lcft at various Ports
(for lack of field warehouse space or lack of proper
customs clearance documents or data), stored in open
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storage areas (vehicles), or in commercial and Govern-
ment warehouses.

No evidence could be located in H.& 8. Division or

other Mission files indicating that, even though most of
the above conditions, if not all, had been known to the
Mission since late 1959, official action was taken by
the Mission to report and/or advise appropriate GOB au-
thorities concerning those program deficiencies, program
delays, and concurrently making appropriate rccommenda-
tions for an overall improvement in project operations.
Further, no evidence was noted to indicate that such
conditions were reported officially by USOM to ICA/W
promptly and on a timely basis for informaticn and/or
action as appropriate. It was not until Scptcember 1960
(see Alrgram TOICA A-L79, dated Sept.8, 1960 - 0UO)

when the project was nearly paralysed, that action was
officially taken by USOM to advisc ICA/% of these serious
problems and recommend suspension of further commodity
shipments.

Recommendation

It is recommended that

a.

Mission authorities examine and determine reasons why
the Mission failed to adjust commeodity shivments in
keeping with program requirements. Note: Although
certain commoditv shipments were susPended during Sep-
tember 1960, this commodity problem has resulted in
considerable additional expense to ICA in transportation,
loading and unloading charges, storagc cost, etc., pend-
ing the release of these shipments.

Mission authorities dcoctermine not only the causes for
such USOM reporting weaknesses and deficicncies but

also identify and evaluate the probklems involved with a
view toward improving overall control, supervision and
reporting within the Mission concerning future operations
of all projects.

CEM and H.& S. Division, USOM, perform continual evalu-
ations of this project and make necessary adjustments
in ICA procuremcnts and project requirements in keeping
with availability of GOB funds and known program astatus
and requirements.
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ACTION OFFICE

Office of Director, USOM (Ref. a and b)

Program Office, USOM (Ref. a and b - for
coordination)

H.& S. Division, USOM (Ref. a, b and c)

CEM Headquarters (Ref. c)

4. Finding
Varied Opinions and Interpretations Within the Mission

on Arrival AccountIn control and Reportlng Require~
ments Concerning ICK-ﬁInancea Commodities

In reviewing applicable M.0Os. and ICA/W directives on
the subject as well as the accounting records, reports
and control data maintained by the USOM, we noted sever-
al differences of opinlon and interpretations in the
Mission (Controller and H & S Division versus M.0s. and
related directives) as to type of accounting data and
records required (Receiving and Inspection Reports,
customs clearance documents, commodity control rccords,
otc.), 1.e., records to be maintained by each office,
specific areas of responsibilities, who should perform
certaln functions -~ H.& S. Division, USOM, or GOB.

Also, there is a question as to how thc commodity arrival
and accounting information developed should be or can be
utilized, not only to comply with the existing directives
but to fulfil program control and accounting necds. (Ap-
plicable directives arc: M.Os. 232.1; 704.1; 704.3;
732.33 78L4.1; 797.1; 798.1 and reclated airgrams). As a
result of the above condition, confusion has arisen,
which has delayed accounting and reporting action re-
quired within the Mission.

Recommendation

It is recommended that -

In view of the seriousness and nature of this commodity
accounting problem, and since it pertains generally to
all USOM projects involving ICA-financed commoditics, a
USOM procedurc be developed by the Exccutive Offica,
assisted by H.& S. Division and Controller, to provide
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uniformity in procedure, simplicity of operation,place-
ment of responsibilities, and the Missionts intcrpreta-~
tion of existing requircments. This procedure should
cover all ICA/USOM arrival accounting and reporting
requirements for "Project type" ICA-financed commodi-
ties to include :

1) Specific areas of responsibilities within the Misgsion.

2) Document flow, purpose of the documsnt, responsibi-
‘ lities of thc GOB, operating division and USOM
Controller.

3) Specific type of records and reports required and
to be maintained by USOM/B and/or Host Country.

5. Pinding

ACTION OFFICE

Executive 0ffice, USOM
H.% S. Division. USOM (For Coordination)
Controllerts Office, USOM

Unauthorized Diverslon of ICA-Financed Commodities

a. Diversion of ICA-Financed Commodities

1)

Diversions of ICA-financed commoditics were noted
during thc auditor's ficld visit (i.e. Recife
Distribution Center - 16 issucs cf DDT 754 to
DNERu). In addition, other diversions were noted
from records availahle in H.& 8. Division. Com-
modities diverted (i.c. to DNERu), include DDT
754, chlorogquine powder. xvlol and triten, and
gome vchicles. Upon inquiry of personnel of’

H.& S. Division; no official agrecment or author-
i1ty for such diversions was known or could be
presented to the auditor. From our discussions
with H.& S. Division personncl, and as evidenced
from a letter on file in H.& S. Division from the
Executive Chief, CEM, to the Chief H.& & Divi-
sion, dated July 18 1960 1t secms that these
diversions werc in accordance with previous
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verbal conversations and/or agreements between
the former Chief, H.& S. Division and Executive
Chief, CEM,none of which have reportedly been
approved by the Mission Director (See End-Use
Report No. 197, dated 9.9.60; and Par. 2, Page
1. Special Provisions Annex to ProAg, dated
June 30, 1958) (See Attachment "D").

2) The total amount of commodities diverted to
DNERu from CEM was approximately $345 000 which
does not include the vehicles. The total amount
of commodities given by DNERu to CEM. which was
reported to be in exchange for ICA commodities,
could not be established accurately due to the
errors and contradictions noted between the
reported figures of DNERu and CEM rccords.

3) A further check into this matter revealed that
the DDT 80% paste received from DNERu by GEM
was in some instances completely deteriorated
(paste and container) and at the same time the
quantity rcceived, in this eXchange, was in com-
pletc cxcess to the current rrogram requircments
(For ecxample in State of Paraiba CE{ reccived
about 130 tons, whereas yearly consumption is
about 25 tons - according to the Chicf, Paraiba
State).

b. Loan of Chloroquine Powder to a Private Commcrcial Firm -
Rlo

On July 5, 1960, the Executive Chicf of CEM authorized

a loan of j drums of chloroquine powder to a private
commercial firm The Sydney Ross Co.. Rio. On September
30, 1960, Messrs. Sydney Ross Co. returned to CEM, Rio,
6 fiber druams of chloroquine powder reportodly contain-
ing equal quantity and quality. This transaction was
not registered or recorded on the stock card in CEM
Stores. Rio. This loan 18 not believed to be authorized
or permitted by item 2, page 1, Special Provisions Annecx,
Project Agreement, dated Juno 39, 1958, The auditor

wes unable to locate nor was he furnished evidence that
the chloroquine returncd by Sydney Ross to the¢ CEM had
been tested to insure that it meects the same tochnical
requirements as the quality loaned by CEM.
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Recommendation

It is recommended that -

a. 1) The Mission Director arrange for an investigation
of the matter of diversions of ICA-financed commodi-
ties, to determine whether irregularities and improp-
or actions were involved and to what extent other
than ?s reported in this audit report (See M.O.
601.1).

2) In conjunction with 1) above, the Chicf H.& S. Divi-
sion, prepare a complete documentary report for tho
Director, identifying in detail all facts and infor-
mation rclative to the subject and stating H.& S.
Division's position in this matter.

3) 1Instructions be issued to all personncl that the
loan, diversion or transfer of ICA-financed commodi-
ties for other than the purposc initially procured
must have the prior approval of the USOM Director.

4) H.& S. Division investigate and inspcct those com-
modities received by CEM, report:sd to be in a dete-
riorated condition, and in excess of nrogram needs,
and rccommend to the Mission Director appropriate
action to be taken in handling or otherwise dispos-
ing of such commodities.

b. 1) The quality of the chloroquinc recturncd by Sydney
Ross be chemically analyzed before usce. Since loans
of this nature are prohibited by the Project Agree-
ment, they should be avoided in the futurc. However,
if similar transactions are deecmed desirable by

H.& S. Division, USOM, or CEM-SEM they should be
approved in advance by the Mission Director.

2) All issue. loan or transfer transacticns be recorded
on the stock card by CEM.

ACTION OFFICE

Office of the Mission Director (Ref. a.l)
H.& S. Division. USOM (Ref. a & b)
Executive Office, USOM (Roef. a-1 for coordi-
nation
a-3 ~ Action
CEM Headquarters, Rio (Ref. b).
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Finding
Excess Xylol - Error in Preparing Data for PIO/C for Pur-

chase of Xylol Causing Excess tc Project Requirements

a.

Letter of May 28, 1960. to Chief, H.& S. Division,
USUM, from the Executive Chier, Servigo Especial de
Malaria of Sa@o Paulo, informed USOM that they had
recelved 3,408 drums of xylol (55 gallons per drum
or 1,368,750 1bs.) whereas their lctter of May 2,
1958, requested only 387,387 lbs. (excess receivod,
980,360 1bs.) An error was made in preparing the
PIO/C No.90096, apparently in converting the request
order data from SEM. S&o Paulo (pounds-lbs) to
"quarts" and "gallons"

SEM, Sao Paulo, reported by letter of May 5, 1960,
their concern about this cxcess, i.c., the stock-
piling involved, its corrosive condition, its being
inflammable and requested that USOM take urgent
steps to Jdispose of the excess. No official action
vas taken by USOM/B until October I3 1960,

Several months subsequent to the rccecipt of this com-
modity then known to be excess, USOM Airgrams, TOICA
A.633, dated 10.13.60, was dispatchcd to ICA stating
that "An error has been made by the State of Sao
Paulo in the computation of the amount of xylol
required". According to the facts involved this
error was made by USOM and not SEM, as rcported (See
a above).

Summary of Data on Ixcess Xylol

Requested by SEM, S&o Faulo

387,387 1bs. at 7,3 1lbs per gal. or 53,066 gal. at
gal. per drum = 965 drums.

Ordered by USOM PIO/C No. 90096 and Received in Sao

Paulo Oct/Nov. 1359

750,000 quarts or 187,500 gallons at 55 gal. per
drum = 3.409 drums
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Excess Quantity Recelved, S&o Paulo

13L,L3Y gallons or 2.LLly drums (Over 3-1/2 times the
quantity ordcred by SEM or required)

Cost of Excess Xylol

%#0.358 per gallen x 134,43L gallons = $48,128 (does
not include freight or insurance).

Note: Weight of 1 gallon of xylol : 7.3 1lbs.

UsSoM-Auditorts Comment

1l. Error in procurcment of xylol not only has resulted
in waste of U.S. Government funds but tends to
reflect unfavorably on USOM!'s ability to adequately
plan and program commodity requirements in coopera-
tion with the Host Country.

2. Such an error indicates a failurc by USOM to ade-
quately review the PIO/C and suvporting data prior
to forwarding to ICA/W for procurcment action.

3 It would appear that H & S. Division did not timely
and promptly detect and report the apparent excess
xylol. The xvlol was reccived during Oct./Nov.

1959. PFirst visit or rcview of this matter by H.& S.
Division, USOH, was during august 1960, or 9 months
after recsint =f commedity and after receiving a
report on the subject from SEM, dated May 5, 1960.

A report of this ecxcess was forwarded to ICA/W on
October 13, 1960, hy H.& 8. Division, USOM.

Recommendation

It 1s recommended that

a. Program and technical data relatcd to procurement
documents be carefully reviewed by USOM as to accu-
racy and rcliability, prior to taking action lead-
ing to procurcment.

b. Immediate and continual efforts he taken by the



AUDIT REPORT No. 3-61

Page 37
5.17.61

Mission (H. & S. Division) to provide early disposal of
the excess xylol.

Reporting of causes of program errors to ICA/W or other
authorities. be factual.

The Executive 0ffice USOM, publish a USOM M.O. covering
the procedures and responsibllities in thc disposal of
ICA-financed project type commodities. determined to be
in cxcess of the needs of the project (Sec Par. H..
Standard Provisions Annex to the ProAg.)

ACTION OFFICE

H. & S. Divisieon, USOM (Ref. a, b & c)
SEM Headquartcrs (Ref. b - for coordination)
Exccutive Office, USOM (Ref. d - Action

a & b - for coordination)

Finding

Procurcment of Non-Standard Equipment for Malaria Program
in RBrazll

a. Procurement of Tubelcess Tires

1) 1In rcvicwing PIO/C workshuocts prepared by H.& S.
Division in thwe Jovelopment cf Jdata and roquire-
ments for the procurement of trucks, together
with the rublishcd PIO/Cs (Nos. 80207 and
90073), we noted that nrocurcm nt of "tires"
for trucus was rcquest<d and as a result tubeless
tires were roccived., It wouls appcar that
tubcless tires were shippes in thoso instances
where "tires with Tubes" were not gpecified in
PIO/Cs . Procurcment of tubeless tires for the
interior parts of Rrazil would indicatc apparent
laclk of understanding and nowledee as to road
conditions non-cxistence of adocguate repailr
shops for this item, etc. by the authorized
procurcment agent. Tre purchasc of regular tires
with tubss would have heen more practical and
the PIO/C, should havc been specific in this
resgpect.
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2) Vehicles with tubelesgs tires currently in use
are reportedly crcating serious »nroblems as
to maintcnance, rcpalrs and general usage
(per Information from Chiefs of Sectors and
CEM Engincers). It is gonerally known that
roads 1n the Northeast as well as other parts
of Brazil arc rather poor and only from 1 to
2% are paved. Other roads arc largely dirt
and only a few arc considerced all-wcather.

3) After recelpt of such vehicles in Reeife, tho
Chief, CEM Transport Division attempted to
remedy thc situation by making some tcchnical
alterations on the whcels, or placing tubes
inside the tubeless tires. Howsver, duc to the
cost involved and non-availavility of CEM cam-
paign funds, complete alterations for all
vehicles could not b»e made and the prohlem
still exists.

USOM~-Auditorts Comment

It is believed that the Mission, ICA/W and GSA were
lax in handling this procurcment mattcr in that
adequate review of commoditr requiremonts and data wore
not performed before documents (PI0Q/Cs) were released
for precurement action. Mistakss of tiis nature
besides creating unncecessary operational problems and
additional expcnscs for both INA and the Host Country.
reflect most unfavorably against U-S. Government oper-
ations as to planning and sufficient undcrstanding of
actual program requircments in Frazil.

b. Procurement of Vohielcs

1) Heavy duty trucks were procured (PIO/C 80207)
by GSA4/W consisting of 7 Studchakcr trucks
Model L1 Z.40B, 6 tons, (6 schedulcd for Recife,
one for Sao Paulo), and onc RTO WHITE truck,
Modcl C.L02C, 10 tons (schcduled for Recife).
In revicwing the PIO/C worksheot and related
PIO/C in H. & S. Division, thosc vchicles weroe
ordercd as "Chevrolet or equivalent". The
order was placcd in Auvgust 1958, the vehicles



AUDIT REPORT No 3-61 Page 39
5.17.61

were received during the period Deccmber 1958
and February 1959. Note: The principal makes
of vehicles (USA manuTactured) in Brazil arc
Ford or Chevrolet.

2) The six Studebaker yrucks rececived in Recife werc
distributed to Ccara, Rio Grandec do Nortc, Pa-
rafba, and thc one REO WHITE truck was roteined
for use in Recife. The Studchaker trucks and
the one REO WHITE truck, according to Sector
Chiefs, were crcating scrious opcrating and main-
tenance problems. The most hittcr complaint came
from Cecara; since thcsc trucks werc used in long
distance and heavy hauling, and were normally
loaded with insecticidce supplics. The scarcity
and general lack of qualified mcchanics for
such makces (manufacturce) of vohizlos, together
with the lack of spar: parts, have rendcercd
thesc venlcles 1noncratlive or some periods of
time (Scc Alrgram TOICA A-15C), dated April 10,
1959, regarding sparc parts).

3) Twenty-twe (22) heavy duty trucks were ordersed on
PIO/C 90093 as "Chevrolet Ford or cquivalent or
International Harvester". 1International Harvester
trucks wcre roceived.

USOM-Audltor!s Comment

In view of the lack of nroper facilities for both Stude-
baker and REO WHITYE trucks (and apvparcntly International
Harvaester outsido of principal cities of Brazil) for
normal and major rcvairs gencral maintcnance and servic-
Ing it is belicved that the Missionts acccptance of
thesc vehicles in lieu of a standard make of vchicles

as stated on tho PIO/C as the first or sccond nreforence,
was in crror and did not give duc concidcoration to the
inadequacy cof wchiclc facilitics in Rrazil. Procurcment
of cquipment not suitable to the Host Country for their
prescnt. futurc and continual usec in the (ialaria program
appears to bhe a laclk of realistic planning and under-
standing of tho projcct recquircments and usage of the
equipment involvecd.
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Recommendation

It is recommended that :

a.

The Mlssion review and evaluate the problem stated

in findings a and b above. in order to identify and
correct any weaknesses in USOM/B's PIO/Cs processing
procedure to prevent recurrence of such questionable
procurement action in the future. In this connection
the Executive Officc should amcnd USOM M.0O. BRA-1021.1
covering in part the prcparation and processing of
PIO/Cs. and include thercin specific divisional and
staff office rcsponsibilitics of the Mission, i.e.
rcgponsibility of tochnicians in developing specifi-
cations, responsibility of the Division Chief and
Staff Offlces in their review and clearance of these
documents.

H.& S. Division, in cooperation with CEH Headquarters,
determine whether or not the questionable vehicles

can be rctaincd in their working arcas or should

be transfcrrcd to other arecas or citics of Brazil
where maintenance facilities spare parts, ctc. arc
more rcadily available. Moreover, if the Studebaker
Trucks and the REO WHITE trvck arc to be rctained in
the Campaign, action be taken by the Mission to
insure that nccded gvarc parts arc mede available

(sce Par. b, finding ahove).

ACTION OFRICE

Exccutive Office. USOM (Ref. a)
H.& S. Division, USOM (Ecf. a and b)
CEM & SEM Headquarters (Ref. b)

8. TPinding

Inadequate Program Roporting Betwecn GOB and the Mission

a.

The provisions of M.¢ 70h.3, Scetion III, B, 2, f,
and Scction ITI, C, 6, statc that "the Host Country
should submit periodiec rcports relating to project

progress, projcct financing and rolated matters"
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(Also, see Special Technical Service Agroement,
dated May 1953). The auditor was unable to note or
ldentify evidence that these reporting rcquircments
have becn observed by, or requested from, the Host
Country. In this connection, the auditor ohserved
two memos in H.& S. Division filcs, preparocd by the
Malaria Spocialists and Technical Enginccr, dated
February 9, 1960, addresscd to the Chief, 1 .& S.
Division, inquiring on the subject of establishing
a regular monthly reporting systcm bctween CEM and
H.& S. Division. Further, the technicians suggested
that a lettcr bc forwarded to the Txccutivs

Chief CEM. on thc subject rccommending not only
future revorts but prior report data on vehicle main-
tenance and spraying overations. A lctter was
received on this subicct from the Exccutive Chief,
CEM dated May 31. 1960, advising that all informa-
tion was availablc on the subject in his Rio Hcad-
quartcrs (CEM). and attached specimen forms used
throughout the campaign.

A revicw of the revorting systcm subsequent to May
31, 1960, and the audit cut-off datc, i.e., October
31, 1960, indicates that certain reports and program
data (ficld information) are being rceceived occasion-
ally from CEM but thesc rcports <o not contain ade-
quate or complete data relative to program progress,
funding status and problems, sufficiently for the
Mission to adsquately cvaluatc the Program. However,
no reports covering thesc sukjects have becen re-
questcd or reccived freom SEM (Sec ICA Exnert Panel
Report, dated January 3, 1960, relative to inade-
quacy of reports and Airgram TOICA A-1592, dated
April L, 1960).

Although centewplated by Scction III, C, 6, M.O.
704 .3, the Projcct Agrcement does not spell out or
require the Host Country to submit periodic reports.
However, this requircment is inecludcd in Specilal
Techniceal Zgreement betweon the U5 Government and
GOB, dated Mav 1953. Therefor:, whuether it was
planned or anadministrative oversicht not to incor-
porate this reporting requirement in the Project
Agreement it may make it difficult for thce Mission
to require the Host Countrv to furnish reports and
data considercd mandatory by USOM/B to carry out an
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efficient project operation and evaluation. The
lack of timely reporting from the inception of the
project by the Host Country has in many ways contri-
buted to the general unsatisfactory status of the
project.

Recommendation

It is recommended that -

a. Appropriate action be taken by the Mission to
review the deficiencices and/or weakncsscs identi-
fied in the Finding a thru c¢ above, rclative to
Host Country program rcporting, with a view toward
establishing on a2 timely and continual basis the
type of program reports and data required by the
Mission, as well as the Host Country, to assist
in carrying cut an adequate rcview and evaluation
of the projecct.

b. In the future all ProAgs should include thercin
reporting requirements as contemplated by above
cited diresctives.

ACTION OFFICE

H.& S. Division, USOM (Ref. a)
Program Office, USOM (Ref. a- for cocor-
dination)
(Ref. h- action)
CEM & SEM Hcadquartcrs (Ref. a)

Finding

Inadequate Reporting by H.& S. Division, USOM

a.

Technical Scrvice Activity Rennrts

In reviewing roports published by 1.& S. Division,

and the requirements of pertinent ¥.0s and direcctives
on the subject, the following weaknesscs and/or
deficlencies were noted as they pertain to the Malaria
Eradication Project
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Such reports in some instances make nc mention or
reference to the Malaria Project even though
serious problems and deficiencies were known to
Division personnel as early as late 1959. Some
reports do contain misccllaneous comments, rela-
tive to Malaria, of general information only.

No comments, however, were made rogarding : (1)
postponement or delay in tho program schedule or
operation; (2) failure by GOB to make funds
availabls to meet prior, current and anticipated
future operating exnenses, and (3) serious prob-
lems relative to oxcess commedities. delay in
customs clearance, shortage of operating staff in
various Sectors of CEM, shortage of H.& S. Divi-
siocn Porscnnel, ete. Te the rcader these roperts
indicated that everything was finc, all phases of
the program were heing carricd out aceerding to
plans, no program delays and no major problems.
However, known facts indicated the contrary.

(For examplc, soc quarterly activity reports for
3rd and ljth Quarters - I'Y.196().

The Quarterly Activity Report for the period July
through Scptombor 1940 had not boen forwardod to
ICA/W as of January 2lj, 1961. This report was
due in ICA/W Octsker 20, 1960. The repert was
prepared in draft by Mr. James D. Williams, H.& S.
Division, and contained, for the first time,
comments relative to some of the serious problems
being encountered in the program. This draft
roport, however, did not include the most important
and major prchlem which was and still is serious-
ly affecting the program - lack of GOB funds.
Note: This draft report, however, after being
revicwed hv thc Program Office, was returned to
H.& S. Division for additional data rclative to
this and othcr problems, but was apparcntly never
transmitted to ICA/W.

The prrvisions of M.0. 1017.1 nrcescriha the
roquirements for, and frequency of., Technical
Service Reports. Normal USOM distribution being:
copies to Pregram Office, Controller. Exccutive
Office, Reading File, Central Filcs, and H.& S.
Division. Inadcquate and incomplete distribution
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of these reports was found tc exist in Central
Files, Program Office and Controller's Office.

At the time of the audit thec Program Office was
required (according to prior arrangement) to
review and concur in the report prior to forward-
ing to ICA/W. Note: According to the USOM Con-
troller, this concurrence requirement by the
Program Office was climinatced during a Staff
Meeting, on or abcut December 1960. Failure to
obtain clearance and concurrence from the Preogram
Office on these reports 1s considered a detriment
te the program and not in compliance with cited
directives, and further, this procedurc deces not
permit the Program Office to carry out their project
responsibilities adequatcly and as required.

USOM=-Auditeorts Comment

1) The incompleteness of rcperts cr the lack of
adequate reporting on this project is considered
tn be a serious Mission management deficiency.
Apparcently 1little or no importancc was gilven
this rcporting requirement first by the Chief,
H.& S. Division, and secondly by USOM Staff
Officers who may have rcviewed and cleared
these reports.

2) 1In reviewing the most rccent Quarterly Activity
Report from H.& S. Division (Oct./Dec. 1960),
transmittcd to ICA/W on 2/8/61, by TOICA A-1501,
even thceugh the majority if n~t all major and
secriocus problems arc n~w kn~wn to H4.& S. Divi-
slen, the repcrt did not contain any remarks or
statements rcgarding thcosc pr-blcms, action
being taken by USOM, currcnt dliscussion with
GOB authorities, thc program status, ete., as
requircd by M.0. 1017.1. This rcpert was clear-
ed by the Program Officc and the Deputy Director.

b. Trip Reports

An examinatlon of H.& S. Division files, together
with the Program Office, Controller's Office and USOM
Records Office files, indicates a general lack of
dccumenting and reporting on field trips, inspec-
tlons and visits performed by various members (other
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than field techniclans) of H.& S. Division, to include
the Chief, Deputy Chief, and Business Manager, for the
period June 1958 to September 1960. Although numerous
(more than 20) fleld trips were performed by the formor
Deputy and now Chlef, H.& S. Division (somec for the
stated purpose cf Malaria Project cvaluation), no trip
report was propared or could be presented te the audi-
tor upen request. The former Chief, H.& S. Divisicn
made numerous visits and fileld trips (more than 20)
without decumenting or reporting in writing the results
of such visits. Eight (8) of these visits were for

the stated purpose of checking the Malaria Project
effort. It was alsc noted that the former Business
Manager (period 3/57 to 3/60) visited ficld operations
in Rio and other cities for the stated purprse of
reviewing or checking Malaria Project activity/problems.
Only one trip rcport was made. Thercforc, it must be
agssumed that mecst of thc problems noted or found to
exist during this audit, did exist, were known or
detected by H.& S. Division personnel during their
field trips. Further, it must alsc bec assumed that
these conditions, 1if known and/nr detectcd, were not
reported promptly and adequately to the Mission Direc-
tor and Staff Cffices in line with the Division Chief's
functional and projcct responsibilities. If such
information was furnished, it was furnished on a verbal
basis without being reduced tc writing. Such a prac-
tice as identified akcve. is ernsidered irrsgular, not
in the best intercstof the projcet, ncer does it fulfil
the resprnsibilitics eof the vreject manager (H.& S.
Division). Such action or lack »f action has contrib-
uted to a great cxtont to the unsatisfactory condi-
tions known to cxist and reported herein. has caused
Inefficient usc of U.S. Grvernment funds and reflccts
unfavcrably against the USOM/B in the program and
administrative arcas. (Notc: The auditor was unable
to lccate any ICA or USOIT dircctives or instructions
covering the subject of trip reports).

Reccmmencdaticon

It 1s recommended that

a. Technical scrvicce and related roports be prepared
promptly and as prescribed. Thesc reports should
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contain comments relative to important problems, Ade-
velopments, precgram delays and other matters such as
insufficient GOB financial ccveragc, status cf proposed
or futurc agreements, cetc. Reports should not be
preparcd which by omission convey the imprcssion that
everything 1s satisfactory, when actually thc facts
show the contrary and are known to the Mission.
Respensibility for the preparation of these reports
lies primarily with H.& S. Division, howcver, it is
felt that Program Office has certain rcsponsibilities
for evaluating USOM vrograms and prejects and the
clearance or rcview of such reports. (Seec USOM BRA-
230.J, and Section III, M,0. 233.1).

b. 1) The lack of cr i1nadequacy of USOII administrative pro-
cecure and nractices regarding "field trip reporting"
by USOM persenncl (as identificd in Finding b above)
be studied and evaluated to detormine course of action
te be taken not only teo prevent reeurrcnce of such
irregularitics, but t~ prcscribe acministrative, super-
visory and repcrting requiremcnts for Mission projects.

2) The Executive Orfice develop and issuc a USOM directive
on the subjeet of "Ficld Visits and Trip Reporting"
outlining its purpose, format and gencral contents of
such reports to be prepared by Mission personnel.

Such procedure shcould include annrcpriate Aivisional
responsibilities and requircsd USOM Aistribution.

ACTION OFFICE

H.& S. Divisicn, USCM (Ref.a & b)
Executive Office, USOM (Ref.b)
Program Office. USOM (Rcf. a & b - for coor-
dination)
Controller, USOM (Ref. b - feor coor-
dination)

10. Finding

Inadequacy in Field Revorting by Tochnicians

a. Fallure to Report Hazardous Cenditions Involving ICA-
Pinanced Commriities

1) During the Auditor's visit to Recife, in August
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1960, an extremely hazardous condition was noted
when cxplesive and inflammable commoditics were
being stored together with cther commoditics.
Approximately 100,000 liters of zasoline and
18,000 liters of kerosene werec stored. beginning
the latter part of December 1959, in drums and
tins in the Recife warehouse of CEM togcther with
insecticides, xylcl triton and vehicles.

(Note: This condition was caused by the purchase
cf gascline and kerosene in larze quantitics to
takc)advantage of funds availatle in CEM at that
time).

H.& S. Division technicians visited this area

on January 5, January 18, March 25 and May 27,
1960. A review of thelr trip reports “ocs not
show any comment rclative to this hazardous condi-
tien, although, in a discussion with personnel
concerncd, they were awarc of this matter and
acdviscd that thev may have Jiscusscd it with their
supervisor. No writfcn cvilicncs, howcver, was
presented tn the auditor indicating that USOM/B
was awarc ~f this condition cr hat brought the
matter teo the attention of CEM authoritics and
recommended corrective action. It was not until
after the USOM-Auditor transmitt.d a copy of an
audit memo tc the Chief, H.& S. Division, dated
August 31, 1960, that the Txccutive Chief, CEM,
was a'visct of this contition. It should be

noted that immcdiately upen receipt of this in-
formation the Exccutive Chief, CEM, issued in-
stractions rclative to this mattur and the condi-
tica was corrccted without delay.

Inaccurate Data in Ficld Technician's Trip Reports

In examining Table 3 of the Technical Report
prevarc by the Malaria Specialist, H.& S. Divi-
sicp. dated Junc 9 1960, rclative to his trip to
Belem, the auditor notel crrorsg in the figures re-
ported on the chloroquine powder consumed in

Belem from 1959 to May 1960. The figurc reported
was Kgs. 257,137.60 but should have rcad Kgs.
25,713.76. Basgcd on the information Acveloped by
the auditor from both USOM and CEM records, only
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745 drums, or Kgs. 33,793.20 were received (745
drums of 1lbs. 100 = 1lbs. 74,500 x kg. 0,4536 =

Kgs. 33,793.20). H.& S. Division has since advised
that thc amounts reported were correct but that

the title was mislabled.

Recommendation

It 1s recommended that

a. Technicians be more carcful to note and report
to USOM abnormal and hazardous conditions in-
volving ICA-financed commodities. Such rcports
should contain appropriatce recommendations.

b. Executivc 0ffice, USOM, issuc arpropriate
administrative instructicns covering field trip
reporting by USOM »norsonnel.  (Sac Rocommenda-
tion No. 9 above). (Sce USOM/R Staff Notices
Nos. 196 and 261, 196C). Als~. the administra-
tive instructions draft:? by the Controllerts
Office Auring Fohrnary 1961, covering "End-Usc
Observati-ns and Rercrting by Mission Personnel"
be published and enferced. (Sce ICATO Circ.
A-139 datcd 10/11/60).

¢. Greater carc be exerciscd by ficld nersonnel in
revorting data of a statistical naturc. We
realize that accrunting errors of this nature may
be isclated cases, however, it is nointed out
that a similar error resulted in the procurement
of congidurable excess of xylel and has caused
the Mission concern an?l eXpensc in handling
the problem of dispesing of thc exccss commodity.
(Sce Finding Ne. 6 above)

ACTION OFFICE

H.& S. Division. USOM (Ref. a & c)

Executive Office. USOM (Ref. b)

Controller!s Office, USOM (Recf. b - for ccor-
dination)

Procgram Officc, USOM (Ref. b - for coor-

Aination)
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Finding
Inadequate Program Evaluation (and Reporting) by USOM

a. Inadequate Project Evaluation, Appraisal and Report-
Ing by USOM

1) The Chief, H.& S. Division, has the primary responsi-
bility in performing program cvaluation and to render
acdequate reports concerning the preject. Proiject
evaluation and reporting is an essential aspect of
the direct line or staff responsibility of the Divi-
gion, and is cxtremely immortant and nececssary in
advising the Mission Dircctor, his staff an? ICA/w
as te program progress adequacy and operating
effectiveness (See M.0s 233.1, 310.1 (Aated 11/18/57,
but rescinded 1/6/61), an? USOM BRA-230-C and USOM
BRA-310). As cvidenced by the findings contained in
this report, nrcject cvaluation, appraisal and re-
porting by H.& S. Division have not been adequate,
and, as a result, havce contriluted to the overall
unsatisfactory status of this project. Note: In
reviewing corrcspondence and report files developed
by H.& S. Divisicn, subsequent tc the aucit cut-cff
date, some improvement was ncted in this area under
the leadershin of the nresent Chiof, H.& S. Division.
This action or sffort, however, was not in sufficient
time to cvercome »rior and currently existing defi-
clencies.

2) The USOM Program Office functicns and respensibili-
ties as they pertain to project evaluation as to
progress and proicct status, are outline? in M.O.
233.1 and USOM M.0. BRA-230-J. 1In rcviewing those
functional requirements and by comparison to actual
functions performed, as evidonced from Mission re-
ports, dncuments and files to include those nrevared
by the Program Office and from a Aiscussicn with the
Program Officor, these functions and ragnonsibilities
do not appear te have boen adequately ani timely
fulfilled. It seems that project c.aluation as to
progress and status by the Program Office, has been
accomplished by a desk review of technical service
activity reports, project reports (and discussions)
submitted by H.& S. Division. Since such reports
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have been inadequate, and in somec cases non-cxistent
or did not report actual and true status of the
project, this method of project evaluation 4icd not
and cculd not adequately evaluate thc project, and
therefore did not fulfil the total responsibility
of the Program Office. Our interpretation of alove
clted directives requires not only ecvaluation ana
clearance of reports and documents issucd by H.& S.
Division, but requires some personal on-sight
obgservaticn of field projects. Note : The present
Program Officer roports that he ~has been unablc to
carry out even limitcd field observation and evalu-
ation due to an insufficient staff fcr such purposes.

b. Lack of Evidence in Writing by H.& S. Division to Documoent
and/or Henort Delays in Program Progress, Problems and
Operating poflclencies

Little or no recorded (written) cvidcence for the period
covered by this audit was found tco cxist in the Mission,
evidencing that the Chicf, H.& S. Division had reported
and/cr documentcd kncwn delays in the pregram or serious
operating deficicnclos and nroblems to the Mission Direc-
ter and other respcnsible Staff Officcr, until the
issuance of their Technical Service quarterly rcport
during Octoker 1960. Therefore, in view of this lack

of evidencec, 1t must he assumed that thess matters, if
reported, were reported verkally and were not reduced

to writing. A discussion along thecse lines with the
former Busincss Manager revealod a reluctance on the

pert of management and technical personncl within the
Division, during 1953, 1959 tc¢ February 1960, to docu-
ment these matters after they were renorted or brought

to the attenticn of the Chidf or Deputy Chief, H.& S.
Division, sincc the Chicef. H.& S. Diviasion hdad not for-
mally requested such action. (See M.0. 233.1; 514.8; etc.).

Recommendation

It i1s recommended that

a. Thec responsibilities and functions of the Technical
Service Office (H.& S. Division) as to project
cvaluation, appraisal and reporting ke performed
and carried out as rcquirecd by rcference dircetives,
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and 1n keeping with the purpose and Intent of the
project and ICA requirements. These responsibi-
lities ineclude, but are not limited to

1) evaluating progress in project implementation
in light of the program ot jectives;

2) continually evaluating precgram objectives and
operating effectiveness, and

3) timely reporting of results of 1) and 2) ahove,
making appropriate rccommendations to improve
or overcome projcct deficicnecics and problems.

k. Tho Progranm Office, 1n coordination with the Offlce
of the Mission Director anc the Executive Office,
review and evaluate the Missionts project report-
Ing and cvaluating system with a view toward imprcw
ing and assuring that project, program status and
relatcd data are made known to Mission and ICA/W
authorities promptly and timely, and that Mission
rersonnel are made fully awarc of their responsibi-
lities concerning Mission projects.

ACTION OFFICE

H.& S. Division, USOM (Ref. a & b)
Program Office. USOM (Ref. b)
Office of Mission Director (Rof. b - for coore
dination)
Exccutive Office, USOM (Ref. b - for coor-
dination)

Finding

Inadequate Survey and Observation of Customs and Unloading
Practiccs at Por%s by USOM or GOB Porsonnel

Survey oand observation of the customs and unloading prac-
tices at ports for ICA-financed commoditios is not belicv-
ed to have been ontirely adequate. Little or no cvidenco
was found in H.& S. Division records evidencing that thoy
had taken propor and continuous action concerning the
cxccssive delays in customs and that the customs clcaranco
prcblems encountercd were timely roported to CEM or othoer
Brazilian authoritics for action. It was not until
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February 26, 1960 that H.& S. Division forwarced a
letter to the Executive Chief, CEM reporting these cus-
toms and unloading prchlems, outlining a suggecster
system to bte followed in handling future shirments and
unlecaling opcrations. In acddition, this letter out-
lined the procedurc to be used in processing insurance
claims. On March 28, 1960 CEM replie? that up to that
time CEM had nc concrete criteria or nreccciure to be
followed in han”ling such matters and would therefore
follow H.& S. Division's advice in theso areas.

USOM~-Auditorts Comment

It is hecliceve” that tho responsihility for proper survey
and rtscrvation of ICA-financed commoditics at ports,
which include customs clearance, hancdling, unlracing,
determining of “amages and losscs, etc., rests ~rimarily
with CEM (cr SEM), assisted by H.& S. Divisien whore
necessary. This does not mean howover that these func-
ticns will ke performed entirely by GOB rersonncl, since
it is the Mission responsibility t- "1oat-the-way",
cocoperatc and work with the Brazilian ai:eneics involv-
ed to insure adecquacy ~f the system and assist in elimi-
nating known vreblems. It secems that rrom the time
Initial shipments arrived, during late 1958 until FPebru-
ary 1960, thc Missionts counterpart ~rianizations, CEM
and SEM, wcre left without preper guilance and instruc-
tions on thesc matters by the Mission.

Recrmmendation

It 1s receommen”c? that .

Acticn he taken by H.& S. Division, in ccordination
with CEM an? SEM, to insure that adequate unloading pro-
cedurcs and practices are follsowed at all ~orts receiv-
ing rroject comrodities; that improper unleating or
hanlin: practices noted he reportad nromptly to proper
autheritics in writing with recommone: cerrective
acticrn, as appropriate; an? that in order te e¢staklish
a control aver this mperation, an? to insurce that
commc'ity unleading an” Jdock practices arc obscrved,
surveyel and reported, an"activity brok™ cr ~thop tyre
cf ~fficial reecoard ke maintainen by the varinsus CEM

and SEM offices (thonse Suctor Officcs responsitle fop
recceints at Ports), suhscquently reperting in summary

)

form such <ata, proklems, ete., to CEM or SEM Hoad-
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quarters and to USOM as appropriate.
ACTION OFFICE

H. & S. Division, USOM
CEM and SEM Headquarters

13. Finding

Inadequate Arrival Accounting, Control and Reporting for
ICA-I'Inance? Commodltics

a. The provisicns of M.0. 70L4.4, <dated April 4, 1956
(recently supcerscded by 754.6 of July 1, 1960),
rpreserited the requirements for arrival accounting
an? rcporting f£or projoet type ICA-financed commoci-
ties. Thesc requircments have n~t been adequately
carriec sut with rospect to Malaria nroject commodi-
ties, althrough the previous Busincss Manager atviscd
the Centroller Auring 1959 and carly 1960 that nn
adequatce arrival accounting and reperting systoem for
commodities was in effect, boginning with the initial
rceeipt of commnAditics in 1958, In roviecwing and
evaluating H.& S. Division's rue vis referre? to as
"ecommeity arrival accounting an’ rennarting”, these
recerts were frun! to be incomplcte, pgencrally un-
satisfactery an? 217 not meet the requirements of
cite? MM.0. ner id they serve the purpoase for which
Inten”e”.  This unsatisfactory conditi-n was noted
by the latest Business Manager, H.& S. Divisien, and
In c~llarrrati~n with the Controllcr ane USOM+rAuditor,
a system was “eveleped for commoiity arrival account-
ing and reporting, preparation of Receiving and
Inspection Reports, etc., going back to initial ship-
ments of 1958. This new system (which began on/about
May, 1960) was a major undertaking and has been
evaluated and found to te adequate and generally meets
existing regulatory requirements, and at the same
time, provides desired accounting control, commodity
status and financial project data.

b. With a view toward carrying out the requirements of
M.0. 704.4 par. D & E, Section VII, the USOM Control-
ler verbally requested on several occasions from the
Busincss Managcr, H.& S. Division (during early 1959
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thru early 1960) that copies of all commodity arrival
reports developed by H.& S. Division be furnished
the Controllert's Office as required. Requested re-
ports and/or data were never furnished, cven after
repeated verbal follow-ups by the Controller. A
written follow-up was sent to the Chief, H.& S.
Division on December 29, 1959 which was never an-
swered or its contents complied with. (Sec M.O.
232.1, Section IV.) Note: TOICA A»1380, dated
3/20/59, USOM/B advised ICA/W that certain project
Managers would be requested to commence arrival re-
porting per M.0. 70L.4. TOICA A-1722, dated 5/10/59,
USOM/B advised ICA/W that Arrival Report forms were
devised and transmitted to divisions for thecir use.

Even after the arrival and accounting reports and
related data wore prepared by H.& S. Division
during late 1960, difficulty and delay were cncoun-
tered by the Controller in obtaining required
copies of these documents. 1Initially the Chief,
H.& S. Division, refused to release a copy to the
Controller. Eventually, and aftcr considerablc
discussions, which reduced the valuc of the rcports
due to their agc, they were rclcased and forwarded
to the Controllcr.

Above refcrenced M.O. 704.4, has been superseded

by M.0. 75L.6 dated July 1, 1960, which indicatcs
that in the future formal arrival accounting "per
se" 18 not required for project type assistance.
This M.0. doos not, howcver, eliminatc the require-
ment and need for a practical and adequatce commodity
accounting and reporting system for project type
commodities, from which commodity control, commodity
management and utilization, cvaluation and report-
ing can be effectively performed.

With refcrence to the commcdity arrival accounting
system installed during Junc 1960 (which includes
the use of Recelving and Inspection Reports, Customs
Arrival Notices, ctc.), this system has not becn
maintained on an adequate and current basis sincec
the departure of the Business Manager during Novem-
ber 1960 to include the then established reporting
requirements.
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M.0. 70L.L, Section V, contemplatos that the cooper-
ating government will perform much of the detailed
aspects of commodity accounting for arrivals as it

1s capable of assuming. As a general rule USOM would
maintain summary records only, prepared from certi-
fied arrival information submitted periodically by

the Host Country. Apparently, no attempt was ever
made by USOM to request and/or work out o system

with the Host Country in establishing arrival account-
ing and reporting at that level.

USOM-Auditor's Comment

As evidenced above and from existing correspondence
on file in the Mission, the USOM Controller has from
time to time attcmpted to establish within the Mission
adequate commodity arrival accounting and reporting-
The Mission's records indicate that H.& S. Division
did not cooperate in this area from the inception of
the project. It is assumed that this lack of coopcra-
tion and general failure to comply with existing
regulatory requircemcnts is a result of a lack of
knowledge and undorstanding of commodity accounting
requirements and their usefulncss to management.

Rccommendation

It is reccommended that -

a. Since arrival accounting records as of July 1,
1960, arc nc longer required "per se" vet 1t 1s

agreed that some form of commodity accounting and
reporting is required by the Mission and should be
continued to : 1) verify commoditics roceived against
payment made (Controller's Officc); 2) to control and
handle insurance claims for losses and damages (H.& S.
Division, CEM or SEM); 3) to insurc adequatc and
timely clearance throughCustons (H.& S. Division, CEM
or SEM), and ) to provide commodity and financial
control over ICA-financed commodities (H.& S. Division,
CEM or SEM). Therefore, the commodity accounting and
reportlng system installed in H.& S. Division during
mid-year 1960, be continued and maintaincd on a
current basis. Copies of all documents and summary
reports prepared bo promptly furnished the USOM
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Controller. (See M.0. 232.1) (Ref. pars. a thru c,
Finding above).

USOM/B continue the commodity arrival/accounting
system that was established during mid-year 1960 and
glve strong consideration to have the Host Country
perform all basic requirements of commodity arrival/
accounting, under the guldance and supcrvision of
H.& S. Division personncl, as contemplated by cited
M.0. Such arrangement nr agrecment be reduced to
writing (lctter of undcrstanding) in the form of
instructions and procedurecs to ineclude desired
reporting requirements. Undcr these arrangements
veriodic roperts should be furnished to H.& S. Divi-
slon to serve as a basis for determining adequacy of
GOB accounting and reporting, whether any further
commodity control requirement is neceded, and to
provide operating information on commodities as to
project progress and problems. (Sec M.O. 704.3, par.
C, Section IIT; M.O. 754.6, and M.0. 232.1, Section
IV, par. A). (Ref. pars. d to I, Finding above).
(Also seec Finding No. 8 above).

ACTION OFFICE

H.& S. Division, USOM (Ref. a & bh)
Contronller, USOM (Ref. a & b)

Finding

Inadequate Procuremcnt Documentation, Inaccurate Prices
and Lack oI Reconclliation on ICA+Pinonced Commodities

a.

Inadequate Documentation Concerning Shipments of
Commodities

There 1s a lack of complete required procurement and
shipping documentation in the files maintained by

H.& S. Divisicn, as well as in the Controller's Office,
concerning shipments of ICA-financed commodities.

This is a common problem in USOM/B and causes un-
necessary difficulties and delays in handling and/or
clearing commeditics from customs. Also, this lack

of completc documentation has made it more difficult
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for H.& S. Division to establish and maintain proper
control cver receipts and to preparc adequate arrival,
receiving and inspection reports. The majority of
these shipments result from GSA/W procurement. With
respect to this documentation problem, which has
existed since initial shipments were received, the
auditor was unablc to note or locato sufficient
cvidence indicating that USOM/B, and particularly
H.& S. Division, had actually reccognized thec problem
and took necessary action to improve or corrcct the
condition.

b. Lack of Reconciliation Between PIO/Cs, Purchase Or-
ders and Related Documents Against CommodIties Re-
ceived - H.& 5. Division

Adequate or complete reconciliation and verification
between commodities ordered (PI0/Cs, Purchase Orders,
etc.) against commodities received has not been made.
The purpose of such reconciliation would be to ag-
certain that procurement by GSA/W was in accordance
with established FI0/Cs and projoct needs as to
quality as well as quantity. Incomplete documenta-
tion from GSA/W (see a above) has complicated this
procurement reconciliation due to missing documents
(i.e, purchase orders, contracts, etec.).

¢. Inaccurate Prices Shown on Receiving Reports, End-
Use Repcrts, and Control Sheets Prepared by H.& S.
Division, Coverling Commodity Cost

Due generally to the condition referred to in par.

a above, relative to incomplete documentation and
information regarding freight charges, insurance
cost, surcharges ctec., on procurement, the landed
cost of commodities appearing on subjecct documents
prepared by H.& S. Division, in many instances, does
not reflect actual or total landed cost. (For
examnle, chloroquine, onc of the most expensive commodr
1ties procured, as compared with DDT 75%, which is
onc of the less expensive l1tems, insurance, freight,
ete., was calculated by H.& S. Division at an ap-
proximate charge of 25% of FOB or FAS cost). In
checking thesce values against the acecounts records,
Controller's Office, it was noted that freight,

-

insurance, ete., do not excaced 107% of FOB or FAS to



AUDIT REPORT No. 3-61 ga§$ g%

cost. Such differences are not belicved to be the
fault of the H.& S. Division personncel, but arc due
primarily to lack of complete procurement documoents
and financial data available.

Recommendation

It i1s recommended that s

a&. The problem relative to incomplete documentation,
which involved copies of purchase orders, contracts,
bills of lading, advance packing list, shipping
documents, ete. (See M.O. 1145. 1, page 7, Section
Iv), bethoroughly examined by the Exccutive Office,
in coordination with H.& S. Division and Control-
lerts Office,to determine the type of documents
that are currently missing and/or rcceived too
latc to be of any value, with a view toward: 1)
identifying missing and/or incomplote documents;

2) determine appropriate source of such documcnts
and possible mail distribution irregularities
within USOM, and 3) give consideration to cstablish-
ing an internal operating proccdure within the
Mission to identify type of documents involved,
their usc and distribution.

Note: Since project commoditics involved arc nor-
mally handled by SESP (customs clecarance, ctec.)

it will be necessary that the Mission work closely
with the ageney in determining causes of the prob-
lems and vertinent solutions thereto.

b. Action be taken by H.& S. Division to rcview and
reconcile commoditics received against thosc or-
dered as shown on the PIO/Cs, purchase ordcrs or
contracts. This reconciliation can only be ac~-
complished adequately and provide desirablc
results if H.& S. Division files contain rcquired
procurement documents. (Sec M.O. 1145.Y, page 7).

¢. H.& S. Division obtain and use the correct compu -
tation of landed costs of commodities to the
extent that may be available. Carc and accuracy
In establishing and using correct prices and values
rclating to commodities can not be over stressed,
sincc claims te Hosgt Country, insurance claims
and financial reporting, both intornal and cxternal,



AUDIT REPORT No. 3-61 Page 59

15.

5.17.61

are based on such information. Further, this
information 1s used by the Accounts Unit, Control-
lerts Office to verify and check valus of commodi-~
ties received (per H.& S. Division) agalnst advice
of charges received - payments (por GSA/W) and to
control overall projecct expenditurcs.

ACTION OFFICE

H.& 8. Division, USOM (Ref. a, b & c)
Executive Office, USOM (Ref. a)
Controller, USOM (Ref. a)

Finding

Inadequate Projcct and Administrative Files in H.& S. Divi-
sion

During the carly phasc of the audit, considerable difficul-
ty and unnececssary loss of audit time wero encountcrcd as
a result of the unsatisfactory condition and incomplete-
ness of administrative and projcct files found to cxist

in H.& S. Division. A centrally locatad and cfficlent
f1ling system was not utilized or in ¢ffecet. This defi-
ciency was brought ahout apparently sincc pcecrsonncl of

the Division, assigncd to this projcct, worked in various
offices in Rio, cach maintaining their own separatc file
of doccuments. (Notc: This condition was made known to
Chief H.& 8. Division, during the audit and som: improvc-
ment was notcd by centralizing and bringing together
project and rclated administrative rocords under a central
filing system). It seems that the latcet Business Manager
found this condltion to exist in the rccords and files
maintained for both SESP and othcer USOM H.& S. Division
projects. Thc SESP rccords were put in godd order but
time did not permit to correct and systemize nther H.& S.
Divisicn records, beforo he departed thec Mission during
November 1960. (Scc M.0. 520.1).

Recommendation

It is recommendcd that

A systcmatic and adequate record filing system be installed
in thc H.& S. Division not only for subject and related
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administrative files, but for all Division records main-
tailned. This filing system should include a simple but

effective index, published and made avallable for ready

reference as contemplated by cited M.0.

ACTION OFFICE

H.& S. Division, USOM
Executive Office, USOM

Finding

Unfavorable Local Press Comments on ICA-Financed Commodi -
ties

a. Unfavorable Publicity on Stockpiling

Stockpiling of ICA-financed commodities to include a
large number of vehicles for use in the Malaria cam-
paign has resulted in a number nf press releases
criticizing USOM!'s efforts in the campaign. There
have been a number of press releases on the subject,
but the most serious article is belicved to be the
cne contained in the "Jornal do Brasil", Rio, on May
23, 1960. This press reloase referred to the large
number of "unused trucks" stored in an open lot (Rua
Ana Neri) in Rio, some of which had been therse for
over one year and were deteriorating. This condition
had not improved at the time of the auditor's visit
to the mentioned area on December 27, 1960.

USOM-Auditor's Comment

It would appear that tho Mission should have report-
ed this commodity problem to the GOB Point IV Coor-
dinator during the early part of the campaign (late
1959 and early 1960) when commodities were being
roceived in large quantitics and were in excess to
the then known requircments of the program. The
Mission could have used this opportunity (cxcess
commodity problem data) to emphasizc and point out
to GOB authoritics the seriousncss of the GOB fund-
ing problem, thercby using such an occasion and
Information as an advantage to the Point IV program
rather than a disadvantage.
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b. Local Press Relcase on Use of Treated Salt in Beleém

On July 30, 1960 therc appoared in the local news-
paper in Belém("FOLHA DO NORTE") a reported state-
ment frem a local physician who warned the popula-
tion that the use of chloroquinated salt was cro-
ating gerious theraveutic problems. The Scetor
Chief also a physician, contacted the 1neal physi-
cian, and, as a result of this meeting. the local
press was givan annther statement by thc local
physician advising that his previous comments were
soemewhat misinterpreted by the pross and only after
further rescarch and stucdy in the use of troated
salt could it be determined that such salt docs or
does nct create side-cffocts op therapeutic problcems.

c. Inadcquate Publicity (Procvapania) on Malaria Eradi-
cation Involving ICA-FIinonced Commeaities

Inadcquate and gometimes sut ~f “ate propaganda was
noted in tho Arcas whore the caripalgn is in opera-
tion. (Scc Attachment No. "I"),which includes both
the Federal and the State of Sao Paule Drogram.

The postcrs, placards and pamphlets distributed
appear to be out of date and de net portray or
ldentify the overall chjecctives and magnitude of
the campaign. 1In additicn, the contribution to the
campaign by the U.S. Government in the ferm of com-
moditiecs is not believed te bo sufficicntly publi-
cized.

Recommeniation

It is recemmended that :

8. Tho Mission. in coordination with USIS and GOB,

evaluatc the publicity (propaganda) ziven to

the Malaria pregram in Brazil to insurc that

the purpese, intent , effect, cost, benefit,
etc., be made known to tho pcople of Brazil, and
that the U.S. Governuent contribution to the
program is also madce known and aporepriatoly
publicizcd. Information iMedia to be used should
include, as appropriate, posters, placards,
pamphlcts and pcssibly Radic an? TV coverage.
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b. CEM Headquarters, in coordination with USOM,
evaluate and reasscss the publicity given to
the populacc concerning the usc and bencfits
of treated salt.

ACTION OFFICE

H.& S. Division, USOM (Ref'. a & b)

CEM Headquarters (Ref*. a & b)

SEM Hcadquartors (Ref. a)

Program 0fficec, USOM (Ref. a - for coor-
dination)

Office of Mission Directer (Ref. a & b - for
coordination)

17. Finding

a. Inadequate End-Usc, Audit and Roview by USOM/B During
parly Phase oI ProJcct Implementatlon

The provisions of M.0. 704.3, Secction C Par. 8, sug-
gest that to assurcec timely detection and correction

of oporating and program wcakncesscs and deficiencies,
audit and review of projects be initiatod as carly as
possible, after the starting of a project. Also, one
of the basic rosponsibilities <f the Mission Control-
ler, as outlines? in M.0. 797.1, is thc supcrvision

cf the program of review and ohscrvatinn of ICA-
financed activity, which includce responsibility for
arranging fecr the issuance of cnd-usc reports, rc=-
poerts of survey, reports of audit ete. In a memo note,
dated 8/5/58, from the USOM Exccutive Officer to the
Chief, H.& S. Division, subjcct: Staffing Malaria
projcct, 1t is monticned that the Acting Controller
had advised that the Mission was recruiting an ade-
quate staff to porform required cnd-usc cbservations
and inspcction on an overall Mission basis. The

first auditor (Amcrican) arrived for duty on July 23,
1959, howcver initial cnd-use obsorvations for this
projcct did nct begin until late July 1960. Formal
audit of the project bogan during August 1960 although
1t was initlally scheduled for April 1960. Earlier audit
and end-usec cbservations by tho Contrecller staff
woul” have assisted in bringing teo 1light for immediatc
attention and/or action, many of the deficicencies and
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program weaknesses noted and repcrted herein, beforo:.
they become too serious and resulted in unnecessary
loss to the U.S. Government.

USOM-Auditorts Comment

Primary project review and reporting responsibility
rests with the Chief, H.& S. Division. Audits, either
external or internal, are supplementary to and not in
lieu of required program evaluation to be performed
by H.& 5. Division and/or Program Office. Project
assessment and evaluation is to be continuous whereas
audits are periodic and sometimes not performed until
completion of a project, if ever.

b. Lack of Required Procurement Documents in Controller
Plles

M.0. 758.1, Section I, Gencral C, enumeratcs the
documents which will be forwarded by GSA/W to the
USOM Controller, which arc: copics of purchase orders,
invoices. bills of lading, etc., and which are part
of the contract obligation files to be maintained

by the USOM Controller in respoct to PIO/C's issuod
and to form thc basis of subsequent adjustment of
obligations and sub-obligations. The auditor did not
locate a complctce set of cited documents in the
Accounts Unit, Controllcr's Office, particularly for
FY.1958 and FY.1959 PIO/C's. This situation was
improved for FY.1960, but was not considored entirely
adequate to provide the requircd documentation from
which the Controller can effectively perform the
rcquired accounting functions.

¢. Audit of Malaria Projcct Vouchers - Controllerts Office

1) M.0. 232.1 provides a broad outline of the USOM
Controllcr function and rcsponsibilitics. Scction
IV, cited M.0., covers the responsibility of
voucher audit in respect of projcct type commodi-
tics, adcquacy of controls and procedurcs, cte.
M.0. 758.1 prescribes the accounting procedure for
GSA/W procurcment in respcct of payment processing
only. Scction II. A, M.0. 758.1 statos that the
USOM Controller is cxcmpted from waiting for
physical cvidencc of receipt of commoditics sincc
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payment by USOM 1s made upon receipt of invoico
from GSA/W and verification of recceint of commodi-
ties should be made by verifylng payments of com-
moditics against the Receiving and Inspection
Reports furnished by (H.& S. vision . The
augifor found no evidence that GSA/W invoices

were ever checked against the Receiving and Inspec-
tion Reports, before or after their settlement,

by the USOM Controller. It was then necessary for
the auditor to perform this rcconciliation and
determine that commodities paid for have been
rccelved. Such reconciliation was madc¢ as of
October 31, 1960. This accounting verification

and reconciliation is considered a routine account-
ing requircment of the Controller's Office and
should be nerformecd on & regular basis.

M.0. 758.1 further stinulates in Section VI, that

in the event billings arc incomplcte and require

ad justments, the USOM should refcr such items to
GSA/W. 1In a sclcetive chcek of paid vouchers for
commoditises rcceived, the auditor disclosed numcrous
cages of freight charges paid. (Sce attachment No.
"C") bascd on estimates established by GSA/W, and
filed by thc Accounts Unit, Controller's Office,
without any 1ndication cr rcference that adjustments
thercto werc reccivad from GSA/W or requested by

the Controllcer's Office. Somc PIC/Cs with cstimated
freight charges have becn closed since commedities
ordered have besn received. The fact that GSA/W
did not send an adjustment to thesce estimated
freight charges (i.c., statements of actual freight
charges), dors not 2xcempt thoe USOM Controller from
taking desirced action to obtain actual freight
charges beforeclosing a PIO/C . Note: Section
ITI, B, M.0. 758.1 states that ocean Trcight charges
will genorally be ccvercd by a separate GSA/W
billing.

Recommendation

It is recommcnded that -

a. The provisions of M.0. 704.3, in rcspect to
end-use obscrvations, be enforced as a normal
and continuous program by the USOM Controlloer!s
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Office, in order to observe and evaluate the
effectiveness and use of ICA-financed commodi-
ties. Audits should be performed on a rogular
and timely basis in accordance with the purpose
and intent of cited M.0. In order to carry

out the above requirements, every offort should
be made by the Mission to provide the Control-
ler with an adequate audit staff, to include
botk American and local personnel.

b. Action be taken by the Controller in coor-
dination with the Executive Office, to insurec
reccipt and timely flow of required procure-
ment documents and data from GSA/W as prescrib-
ed by M.0. 758.1.

c. 1) The Accounts Unit, Controllerts Office,
cstablish a routine system of vorifying
and rcconeiling GSA/W invoices and relat -
ed data against Receiving and Inspection
Reports received from H.& S. Division. A
notation or cross-reference to include
initials and date, be placed on thesc docu-
ments indicating such action, i.e. ghow
USOM/B Receiving Report number on the
USOM/B Voucher, and the Bureau Voucher
numbor on the Receiving Rcport.

2)  The USOM Controller request from GSA/W
(or ICA/W, as appropriatec) a statomont of
actual froight charges paid against cach
PIO/C. (See Attachment No. "C"). Such
charges should be postod or used to correct
noted differences between actual and esti-
mated charges. PIC/C's closed in the
future, based on estimatcd freight charges,
be controlled (cr annotatcd) within the
Accounts Unit, to insure that, to the
extent practicable, actual and accurate
freight charges arc usecd.

ACTION OFFICE

Controller's Offico, USOM (Ref. a, b & c)
Executive Office, USOM (Ref. b = for coor-
dination)
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Finding

Failurc by USOM/B to Forward Unsatigfactory End-Usc Re-
ports to Host Gountry

In addition to the selcctive end-use observations perform-
ed by the USOM=~Audit Staff during this audit, the latost
Business Manager, H.& S. Division, assistcd by the two
assigned Malaria Spcclalists, porformcd a rather extensive
end-usc observation program on commodities furnished
under this project, during August thru November 1960.
Although regular cnd-use observation is the responsibility
of the USOM Controller, it was agreced, between the Chief,
H.& S. Division and Controller, in June 1960, that, in
view of the urgent need for carly and adequatc cnd-usc
coverage, and since the Controller was not staffed to carry
out this responsibility at that time, the Business Manag-
er, H.& S. Division, would porform the initial end-use
coverage. This arrangement was carricd out as planncd,
reports wore developed, and the data and facts contained
in these reports have accomplishecd much in bringing to
light and to the attcntion of the lMission Dircctor, the
magnitude and seriousncss of the deficiencics and problems
involved in the Malaria project. Howcver, cven though
thesc reports were prepared, including appropriate letters
of transmittal (datc Scpt. 6, 1960), thc unsatisfactory
roports were not submitted to the Mission Dircctor for
action and decision as to transmission to the Host Coun=
try, as required by M.0. 797.1.

Recommendation

It is rccommended that

All unsatisfactory cnd-use reports prepared in the past

or in the future bty the H.& S. Division or the Controller
Audit Scection should be forwarded to the Controller as
soon as possible. Controller should forward all "un-
satisfactory" end-usc rcports to the Mission Director
with appropriate recommcndations. The Missicn Dircctor
or his designecc should make final evaluation and determine
officlal action to be taken. The above proccdurcs are

in accordancc with the cited M.O.
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ACTION OFFICE

H.& S. Division, USOM
Controllerts Office, USOM
Office of Mission Director

19. Finding
Marking - Lack of Display of ICA Emblem on Vehicles

a.

Rogulation I, Art. 201.12 (4), stipulates that all
commodities and their shipping containers furnished
to cooperating countrioes under ICA~financing, whethor
from United States or other country, must carry the
ICA Emblem designed for the purpose. M.0. 1173.2,
Section VIII, A, stipulates that thc use of joint
omblems, i.e., cmblems which show the full ICA Emblom
together with the national symbols of the cooperating
country, is also encouraged, provided that thc ICA
Emblem is not altered in contents, colors or propor-
tions.

It was observed that all the vihicles procured through
ICA-financing and cperating in Avcas III A, IIT B and
V, 1.e., 623 vchicles, have affixcd thereto a Malaria
emblem only, thc ICA Emblem having becen rcmoved, which
violates above cifed directIves. We also obscrved
that the Malaria vohicles, used in the Statc of Séo
Paulo, as well as in Belem, Statc of Para, display
both the ICA and Malaria Emblems, and such Adisplay
reportedly did not produce any antagrnistic or adversc
rcaction. Note: No cvidenco could be locatod in tho
Mission indicating that the usc of the Malaria cmblem
only had bocn approved by the Mission Director (Ses
M.0. 1173.2, Scction V, E, also ICA/W Draft Audit
Report, page 28 (a), dated May 1llj, 1960).

Recommendation

It 18 recommended that

In vicew of this violation of cited diroctives copcorn-
ing the marking on ICA-financed commodities, prompt
action be taken by the Mission to enforce the mandatory
requirements on tho use of embloms as may be modified
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and approved by ICA/W. Each vehicle in use should be
rechecked and re~-marked, as appropriate, with the
approver Emblem. (See instructions contained in
Attachment No. "B", M.0. 1173.2, Scctions II, B and
II, C, concerning trucks, jeeps, station wagons and
passenger cars).

ACTION OFFECE _

H.& S. Division, USOM

Program Offlce, USOM (For coordination)
Executive O0ffice, USOM(For coordination)
CEM Hcadquarters

20. Finding

Inadequatc Insurance Claim System Covering ICA-Financed
CommodItIes

a. Adequate Insurance Claim Coverage Not in Effcct -
Less of Claims

Two important insurance claims were filed by the
Bugslness Manager, H.& S. Division, in latc November
1959, for approximately Cr$ 637.640,00 and

cr$ 475.44L,00. Howover, a systom of insurance claim
processing and reporting was not established in H.& S.
Divisicn, USOM or in CEM, until February 9, 1960.
Further, claims were never filcd for a number of
shipments involving damagcs and losses. Failure to
take such action has resulted in a financial loss to
the program. In reviewing the stock cards in Rceife
and Curlitiba covering insecticides DDT 75%, insurance
claims werc not processed for the f~llowing shipments:

PIOC. 80131 Z Arums (loss or damage) & 115.00 Reﬁife

90097 181.00

90097 9 " 287.00 n
00056 20 " 622.00 "
00056 0,5 " 300.00 Curitiba

49,5 drums $1,505.00 approx.
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Note: In reviewing tho insurance claim files in H.
& S. Division on a current basis (November and
December 1960), it was noted that H.& S. Division,
in coordination with CEM and SEM authorities have
improved the insurance claim system and appcar to be
taking appropriate action on claims brought to their
attention.

b. Loss of Insurance Claim - State of Parana

On April 27, 1960, 2,640 drums of DDT 75% were received
in Paranagua, against PIO/C 00056. Of this numboer,

36 drums sustaincd damages and losscs (cstimated 950
1bs.) during the unloading operation. The CEM Office
in Curitiba immeciately reported the mattor to the CEM
Executive Office, Rio, advising that the Insurance
represcntative was willing to accept a claim for this
lnss. By tclegram dated Mny 28, 1960 CEM Executive
Officc instructed the CEM Curitiba not to file a

claim due to the small amount of the 1loss involved
which only represented approximatoly 1,4% (or $300.00)
of the total shipment. It would appcar that an insur-
anco claim was in crdcer and shouls have been filed.

Recommendatinon

It is rocommendcd that

a. 1) H.& 8. Division, in ccordination with the
Host Country (CEM or SEM) rcviow the rocords
of all shipments reccciveq, particularly those
prior tc February 1960, to “ctermine whothor
or not there are any shipments which, at this
late date, can be or should be covered by an
insurance claim. If so, such claim should be
file® where feasible.

2) 3ince all insurance premiums arc financed by
ICA fer shipments made frem U.S. Ports (at
the request of GOB), and since thosec commodi-
tics purchased outside the U.S. are to be
covered by Insurance whose premiums are to
be paid by the Host Country, the prescnt claim
processing system in offect should be thorough-
ly revicwed by H.& S. Division, in concrdination
with the Host Country (CEM and SEM) to insurc
adequacy of the total system and to prevent
further financial losscs ton the pregram.
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3)

L)

5)

With a view toward improving the prosent
Insurance claim system, we suggest that H.&S.
Division establish a chronolegical insurance
claim control ledger containing thercin
appropriate data, status and follow-up in-
formation as may be required.

To insure that future claims arce initiated
promptly and are adequately administered,
H.& S. Division develop and issue approprisate
administrative instructions cn the subject
fror guidance to all concernecd.

After Pars. 1) through lj) above have been
adequately carried out, we strongly suggest
that the entire insurance program, tec includc
the establishing and filing of claims, main-
tenance of claims records, status and follcuw-
up actions, etc., be turned over to CEM and
SEM as scen as possible. H.& S. Division,
USOM; would then monitor the systom through
pei sonal spot checks and reports from CEM

anc. SEM

b. In the future, insurance claims shoul? he filed
promptly to cover such lecsscs or damages. If tho
value cof the loss or damage is to be considered
in dotermining whether or not a claim is to be
filed, such values, costs or percentage, etc.,
shculd be cstablished in writing by H.& S. Divi-
sion, in coordination with CEM and SEM, thus
providing a uniform policy in han<ling insurance
claims.

21. Finding

ACTION OFFICE

H.& S. Division, USOM (Ref. a & b)
CEM and SEM Headquarters (Ref. a & b)

Marine Insurance Financing

a. M.0. 1175.1, Scetion II (A) and Regulation I, Section
201.6(h) sub-paragraph (1) states that premiums for
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ocean Marine Insurance, including war risk insurance,
purchased in any-free world country. are eligible for
ICA-financing under a commodity PA or PIO if:

1) The commodity so insured is financed by ICA, under
that PA or PIO, and

2) The commodity 1s purchased in the United Statecs.
(This renders ocean Marine Insurance premiums on
ICA-financed shipments procurec outside the United
States ineligible for financing with ICA funds)-

It was noted that GSA/W purchased insurance coverage
cn 2 shipments of chloroquine powdor from Imperial
Chemical Industrics, England. It woulcd appear that
these insurance premiums should have been paid by GOB
(the port of shipmont was Liverpool, England). Exam-
pPles noted arec asg follows:

PIOC. No. 80175 - s.s HUBERT s 120 drums chlorcquines
arrived Belem October 10, 1958. (Soce
USCM Arrival Report No. 26/58);
Centenial Insurance Company of New
York, Policy No. 226253; Premium paid
by GSA/W & 23L4.15,

= 8.3 HUBERT - L9 Arums chloroquinc;
arrived Belem October 10, 1958. (See
USOM Arrival Repert No. 26/58);
Jefferson Insurance Company of New
York, Policy No. 79131; Premium paid
by GSA/W ¢ 83.66.

Note : Corrective action appears to have been taken by
the Mission and ICA/W to insure that for future shipments
from frec-world ports, other than U.S.A., insurance
premiums are to be financed by thc Host Country.

b. The Malaria Eradication Campaign(CEM) received 13 a-d-
diticnal shipments of chloroquine in Belem; only 1 was
partially insured by GOB (i.c., shipment of L45 Adrums
with only 300 drums ccvered by insurance). One ship-
ment was reccived in Ric without any insurance coverage.
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Recommendation

It 1s recommonded that :

a.

Finding

In order tc lnsure that all ICA prccurements are
adequately covered by Marine insurance, which is
the expressed desire of the Hcst Country (for
cxample, see Special Instructions on Insurance on
each PIC/C), it is necessary that H.& S. Division,
USOM/B and CEM or SEM, GOB be furnished (by GSA/W
or appr~priate procurcments agencies) complete
data as to contract awards, scheduled datecs of
shipments, quantity involved, cost, name of tho
carrier, ctc., to be used in obtaining insuranco
coverage.

Sincc the Hest Country 1s required to pay insurance
premlums involving shipments from freo-world perts,
other than U.8.4., it is neccessary that H.& S.
Division, USOM/B work closely with GOB authoritics
(CEM and SEM), with a view toward insuring that

the insurance matter i1s adequatcly hancled.

ACTION OFFICE

ICA/W and/cr GSA/W (Ref. a)
H.& S. Division, USOM (Ref. a & b)
CEM and SEM Headquarters (Ref. a & b)

ICA-Financod Commodities in Excess of Current Program

Hequirements

The following are examples of excosses of commoditics
neted.

al

Vehicles in Rio

In CEM, AREA V, a total of 32} vehicles had been
rcceived. Of this number, only 32 were in service
as follows :
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In Sorvice Not Uscd Yet Total

Garage Ric de Janeiro ..... 1} 220 231
Parana-Curitiba ........... 16 50 66
Santa Catarina-Joinvilie... 2 22 2L

32 292 32l

(Note: Sco Attachment No. "F" fop additional dotails.
ATso? sce Finding No. 16).

1)

2)

3)

L)

5)

6)

In Rie, Rua Ana Neri No. 1029, 220 vehicles (somc
~f which have been unused anc in storage over 12
months) are stored in the open, without shelter

ar protection, wheels are not blocked for leong
time sterage protection, the climate and tropical
weather conditions arc causing deterioraticn, rust
and damagc; some vchicles (Jeeps) dn not have tnps
(canvas) to protcct the interior; parts and ac-
cessorles are expcscd te theft - some arc missing.

The ICA Emblem is not shown eon any of the vchicles.
The Malaria Emblem (CEM) is uscd on seme.  The
Ford Secdan used by the Chief of DNERu dces not
have any cmblem.

Workshops for vehicle maintenance in Rio arec
inadecquatec.

Vehicles sent tr Gastal S.A., Rie, on July 12,
1960, for the rirst revision and revlacement of
stolen and missing parts, have nct heen roturncd
to CEM Rio, as of Decembor 6. 1960.

Vehicles are nrot reglsterecd uniformly, vehicles
are registcre?! either under the name of "CAMPANHA
DA ERRADICAGAO DA MALARIA", or "MINISTERIO DA
SAUDE, CAMPANHA DA ERRADICAGAO DA MALARIA, DEPAR-
TAMENTO NACIONAL DE ENDEMIAS RURAIS".

Unauthorized use of vehicles was apparent, i.e.,
campalgn not started yet some vehicles had daily
average performance of 120 kms. Campaign vchicles
are scen frequontly in Rio, in use during non-
working hours and helidays.
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7) Lack of well organized and contrclled transport
section in CEM, Rio, is considercd the main cause
for mest of the above cxcoptions.

b. Vehicles - Receife

As cf October 30, 1960, the Recife Reglonal Distri-
tution Center had rececived a total of 299 vehicles
through ICA procurcment. All vehicles had been
distributed except 3L which were still in Recife

(See Attachment No. "H"). Of this tctal, 28 arc
Internaticnal Harvester pick-ups, scomo of which appecar
to te 1n excess of the Recifcets Center roqulircments
accerding to program plans.

c. Xylol & Trit-n in Rececife

During fugust 1960, the auditer ohserved that the
Recife Reglonal Distritution Center had in stock
the follewlng commocitices, which according to the
Center!ts requirements and program plans, are in
cxcess <of such rcqulirements:

a) Triton X.151 ...... 160 drums of 55 gall. drums
b) Xylol ............. 157 " "™ 182 kgs. net each.

At the time of the auditer's visit, the only 1ssue
made of Triton was a transfer ~f a small quantity

to CEM, Rio, on Hovemker 12, 1959. For the Xylol,

5 sporadic issucs of 1 drum cach had been made to
Zone IITI. Using the above issue cxpericence, it
appcars that thcese commodities may be in excess to
the needs of that Zonc and redistribution or disposal
should te consiicered.

Recommendation

It 1s recommended that

a. Bvery cffort should be made by CEM in coordina-
tlon with H.& S. Division, USOM, to corrcct the
conditions identificd in the finding a above, to
Insure that all vehicles are praoperly used,
maintainci, storc?, contronlled; that preper
vehlcle rccords arc kept, an? that ICA-financed
commecdities arc not stockpiled or misused; proper
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ICA and Host Ccuntry Emktlem be shown on all vehi-
cles as required; vehilcles scnt to garages or
workshops for rcpailr, etec., "o contr~llcd and
returncd to CEM; vchicles te registercd with the
GOB vehlcles licencing authority unler the appro-
priate and uniform agency name; unauthorized use
of vehlcles tc climinated; and that a well ercan-
1ze? an< manago? Transport Scection he cstaklishe?
in CEM, Rio, te control and ~perate this motor
floct. (Ref. Finding a above)

CEM, Rio, in coordination with H.& S. Division,
USOM, cxamine this matter and detcrmine the actual
numter ~f exccss vehicles involved, net cnly for
the Recifc Distribution Centcr, hut all Arcas and
Zones scrvice! by the Center. Vechicles be redig-
tritute? to mecet known and wnositive program re-
quirements. If excess vehicles arc invelved,
action shcull tetaken as autherized bty the Project
Agreement to reassipgn or cthirwiss dismnsc of
thizsc venicles. (ftef, Finiings a and b abtove).

H.& S. Division, USCH in cro-rdination with CEM
Headquarters rcevicw this matter and consi’cer
pessible rediatribtution of these commoiitics te
other arcas accoriing to known rcquirements of
the program. (Ref. Finding ¢ ahove).

ACTION OFFICE

H.& S. Divisicon, USOM (

wef. a, b
CIiM Hca'quartcrs (Ref. a, h»

QO

R

-
;

Delays in Clcaring ICA=-Financed Cemmaiitics from Customs

a.

and Docks

Delays 1n Ric d¢ Janeiro

Exccssive -iclays in clearing projcet commodities from
Customs an? “ccks 1in Rio de Janeirn were nnted.
Examples are

PIOC. Neo. 9009l - 2 crates aluminium boats unlcaded
/7/60 an2d still in Customs -
7 months delay.
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2) PIOC. Noc. 9022} - L shipments Aulio Visual Equip-
ment unleoaled on 8/11/60, still
In Customs - 6 m nths -<elav.

3) PIOC. No. 00056 - 4,620 drums of DDT 75 unlca'cd
8/1/60 cleare® 11/23/60 - aftcr
i menths.

Normal or average clearance time for such commoritics
shoul? te approximately 15 days. Average clearance
time to datc in CEM, Ric, 1is 60 Jays.

Unneccegsary Delays in Removing Commeditics from Recifo

EOCL{S

In exemining the rccorls maintainc? by CEM, Recife,

an? acc~riding to c¢xplanations given fer the extensive
customs -lelays, 1t was note?! that s~mc ICA procurcments
were left on the “ocks for censicderatle pericds of
time. Examples arc:

1) PIOC. No. 80131 - 5,366 ¢rums of DDT 75% per s.s.
MORM;iCOWL with'rawn 5 months
after unloaiing

2) PIOC. Nn, 90223 - 2,975 ¢rumg of IDT 75% per s.s.
DELMUNDC withirawn 6 months
aftcr unloading

3) PIOC. ¥-. 00056 - 2,000 ‘rums of DDT 75% per s.s.
MORMACSEA with'rawn lj months
aftar unloasing.

Fallure to remove comme l'itics from the 7rcks promptly,
fer any reassn, results in unncecssary lcoascs, damages
an? crnsequently Marine insurance celaims on thesc com-
moiitics may hc lrst. No insurance claim was fileA
for 1l-gscs sustained® con the a»»ve menticne' shipments.
Normally, insurance covoerage cnils 60 “ays after the
commodities ars unleastel at the pert.

H.& S. Divisicnt!s Ccmmont

Commedities were held in customs as aTequate storage
space wasg nnt avallakle in CEM warehcuscs, as this
space was requirc? to carry cut meZification work
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cn new vehicles pricr te their keing shinped tc the
interieor. Bccause the Customs warcheusces in Rocirfe
arc permanent structurcs offering cxccllent sterage
an? sccurity con’iticns, it was dceme’ advisalle to
have these items store” in these facilities until
such timc as space tecame availaklc in CEM warehouses.

Recommencation

It is rccommendcd that:

a. Evory c¢flort te maic hy CEM, assistced by H.& S.
Divigion, USOM, to insurc that ICA-financcd com-
molities arc clcare” from Customs within a
reas~naktlc perizd ~f time- 15 t~ 20 “ays. Early
clearance of such crmmeditics n~t only climinates
rcssikle “ock sterage costs, hut reduces ‘amages,
lngsscs an?t Jdetericration. With reference to these
commrities still in Cust-ms as menticncd ahove,
as well as ncw shi»ments, pogitive aection te
clear thrse itoms ghoull! Le¢ teken an” should in-
clulc a survey ~f the cemmr iitics involve? to
Adetermin. their physical conditirn. In the future
whon 7ifficulty is cncountered in clcaring com-
molitics, it is supgeste! that CEM a“rpt tho
system of "Térme “¢ Nesprusatbili'alc" (Respeonsi-
bility Certificatc) in crcr to cxpedite clearance
~f these comm~'itics. The "Torme 1o Acsnensaki-
li2acc" system is a nrreciure chers:y o Govern-
ment foney mavy withiraw commnlitics from Customs
with~ut rcquire? Jrcumentaticrn, with the under-
stan:dine that recguire! iccuments will ke presente?
at a latcr “atc.

The practicce of lcaving commeo'itics on the locks
cr in Custems warcheouscs arter «lcarance e
dAlscontinuc?., The Roecifce Negl-nal Center is

well cquinped with vehicles an?! transpert facili-
tics an? has sufficicnt st-race sracc availakle.
Thercfore, every e¢ffort gheuld ke made to expedlte
Custcms cloarance an' remrval from docks of all
ICA prrcurcments.

o’

ACTION OFFICE

H.& S. Division, USOM (Ref. a & %
CEM Hca-dquarters (Ref. a &
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Finﬁing

Inadequate CEM Staff For Storekeeping and Stock Commodity
ficcounting

The Recife Regicnal Distribution Center cof CEM, locate?

at Rua dn Brum No. 51k, Rccife, 1is cemposcs?! of tws large
warchouses offering adcquatc storage spacc for ICA pro-
curcments. This Distrikution Ceontcer is managed hy the
Chicf of the Transpert Divisicn, CEM. The anditor
okgcrve that cven theuch the Reeife Center is the main
anc. vital point ~f Jistributicon tco tho Campaign in Arca
ITI, it is not adcquately staffe’. The Center “ocs neot have
a regular steorekecper assigned. This pegition is bheing
rartially carric® cut by an Ent-melepist wecrking als~ as
cashier, accounting clerk an’ precurcmont acent for lecal
purchases. Vchicle property car’s arc maintainc. by a
Junicr clerk, while other ICA crmme ity property cards

arc maintaine” by the scerctary-typist, whe is also in
charpe of the regular ffice a’ministrative riles. Dur-
Ing the an’itrrts visit t- the ficl?,it was rkscrved that
most »f the ficl”® officcs werce generally adcequatoly
staffe” with storckeening »r warnh-usc rers nnel. Store-
kkeeping an’ property clerk requirements an- sunply
worklona? at the Reeife Center, are crnsiicre: Just as
neccessary and Jemanding ~f qualificH surply »nersonncl as
the fiel? offices, yet th: Center has beon witheut ado-
quate staff for gome time. In 'lscussing this p-int with
the Recifc Center Chicf, the roasen #iven for his nct
having adequate staff, (i.c.. staff on kcar? was all

that was furnish.? ky CEM Headquart:rs), was n~t consicderecd
fully justifie” acc:vling t- the facts involved. Actually,
the Chicf of the dceifc Cuntor gave nn iniication that

he hat officlally requeste? alfitional an” qualific?
pers>nncl for the Center.

H.& S. Divisi-nts Ccmment

Inadequate numhoers «f pers nnel were cauas’ bty lack of
funis an? a'ministrative prlicy.  Actually USOM ¢id not
assume any rcsp-nsihility for the administrativo dlrcction
nf CEM.
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Recommendation

It is recommended that

H.& S. Division work closely with CEM t~ insure that
an adequate fiel” staff 1s maintaine? at the Recife
Conter, an? that complete scparaticn «f ‘uties and
responsitilitics between storekeening, nroncrty record
accounting, and lccal procurcment activities are
maintained. 1In view of thec cever incrcasing impor-
tance of the Recife Regiconal Ccntor as a supnly
centor for Arca III. which ccvers 6 statos with a
further brcakdown of 19 <“istricts. the ncel to have
aequatc gtorckeerers an? pr-rerty clerks whese
expericnce includes stores preocerdurcs, sparc parts
and carcdex accrunting system, is c¢mphasizced.

ACTION OFFICE

H.& S. Divisicen, USOM
CEM Hceca‘'quarters

25. Pinding
Stcrage of ICA-Finance? Crmmocditics

a. Improper Sterage In CEM, Recife Distributicn Center

1) Although storare space is availatle in twe ware-

2)

houscs usc?® by CEM, Receife, storagc of DDT 75%
(Arums) was not nerinrme”? in a menner to pecrmit
chbscervation of its rhysical c-niiticn or tn
perform physical inventorics. Tires an”® tubes
were originelly store® in the same warchousc,

No. 51k, withirums cf Xylel an”? Triton. Xylol
1s reported te have a corrcsive ¢ffeet on rutber.

The "first-in, first-cut" issuc system ~f commodi=-
ties was not frllcowed. DDT 757 received during
late 1959 or early 1960, was still in Recife warc-
house, whilc in Pensin, District II of State of
Alagoas, they werc in possecssion of DDT 75% which
had been recelved subsequent te the above ship-
ments.
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3) Firo extinguishers used in thesc two warehouses
(Nos. [}92 and 51L) worc nect consifered adequate,
neither in quantity or in capacity. Note: Al-
theugh some improvement was notos upon the aulitorts
secend vigit to Recife during October 1960, over-
all storage practices fror 1tcms such as insecti-
cides DDT 75%., rcquire additional Improvement.

k. Inadequatc Strrage - Storage of Excess Commeditics -
Santa hiita District

The follcwing was note? in Santa Rita District I,
State ~f Parafiha;

1) Storage nf commoditics (insccticides) was not
acequate. 1.c., stercd under shed type btuildings
an? not fully protectec? frem rain and normal
weathoer cenditicens.

H.& S. Division's Ccmmonts

The structurc rcfurrel te 18 a vermanent build-
ing clese?! ¢n threc sises, concrete fleor and
gccurc rc~f with the epening facing the ¢~wn wind
side (nonc weather si~c). The structurc is lecated
in a walle! compound which is resularly patrolled
by a CEM nizht watchman. To the knowledge of tho
division thcey have ncver suffercd any lnss of
material cither by theft ~r weathcr lamage. The
structure is considere? suitabrle for the storage
of inscctieics.

2) DOT 30% pastc, supprlic' in irums Ly DNERu fur-
nished ~on an cxchange hasis for other ICA Commodi-
ties, was causin; a scrions storagc prchlem.
Accoriling to DNEiu's rce~r's therc arc anprox-
imately 132 tons invslved, whereas yearly con-
sumption of this itcem in the entire State of
Parafra is approximatcly of 30 tons. Conscquently,
the quantity supplic?' weul” b sufficiont fer
I 1/2 years stock. This nastc is mostly lcte-
riorate’ and ncarly half has hzen -“cclare? unusable
by CEM Tc¢chnicians. From a storape noint of view
it 1s creating seri-us preklems “ne to its evapo-
ration. leakarc an? difficulty in handling.

(Als~ scc Finling No. 22).
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¢. Storage in Commercial Warehouscs

As a rcsult of program delays and failure to use
crmmeditios accerding te program plans, and ducalsgo to
inadequate Government cwned or rcntel warchouses,

i1t has been nccessary from the heginning for CEM

to stere ICA-financed ccmmoditics in commercial
warchouses. This arrangoment has added additional
cnst to the campaipgn, already serinusly handicapped

by lack of funds. The fclleowing items are stored

in commercial warechocuses in Rin:

1) Rua Prefeit~ Olympio de Mcllo

1) 4,620 Ars. of DDT 75% per s.s.MORMACOWL, stored
on Novembher 23, 1960

2) 1,700 spreyer pumrs HUDSON s.s. MORMACHAWK,
store? on Sentember 17, 1960.

2) TRua Capitao Felix N-. 160

1) 147 drs. of Triton per s.s.MORMACREED, stored
on September 27, 1960

3) TRua Bela Nc. 870

1) 177 “rs. ~f DDT 75% (Balance of PIOC. 512-51-
014-5-90218) per s.s. MORMACTIDE, stored nn
Fchruary 2, 1940).

H.& S. Divisicn's Comments

As outline’ in tho Malarla Apreement dated June 30,
1958, Part V (t) and (c) the Ministry of Health
assumes full rcspengihility feor builidings nccessary
for thc campaign an’ storagc. It 7ogs nct specify
type, lccatl~n nr cwnership of thesc facilitics.
Since the U.S. Governmont was not invelved in the
procurcment ~f thosc warchousc facilitics in Brazil,
our respensihkility was solcly to insure that these
commnditiecs were stored under suitable cenditions.
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Jecommendation

It 1s rocommended that :

a.

1)

2)

1)

2)

CEM Headquartcrs take appropriate action to insurc
that commoditics arc stored preperly and systemat-
ically to rermit continual and routine obhserva-
tizn an”? the taking of propor inventories.
Further, sterace of commocitics involving 2rums

cr similar containers should he in a manncr to
provide acdcquate ventilation., "First-in, first-
out" mcths? of sterags an’® issue be observed.

Consicderation sheuld he piven to the use of ap-
propriate fire extinguishers (in number and
capacity) in warchouscs cor storcs wherc TCA-
financed commn’itiecs are storcl. (Ref. Finding
a akove).

Storage of commoditics such as insccticides should
te in a “ry arca and not exposed te climatoe and
weather coenditiens. In the event that adequate
or sultable storage is not availakle for such
qQuantities consideration ke given to reduce the
gize of stocks on hand in the field, thus requir-
ing less storage space, although increasing the
requiremecnts of stock control and planning to
insurc that adequate stocks arc readily available.

With refcrence to DDT 897 paste every cffort
should be made to salvage or rccover any remain-
ing serviceanhle or usaklec quantity. Detcriorated
or bad stccks should bte separated frem gcod stocks
to prevent further losses. Doeteriorated or un-
scrviceable stocks should be disposcd of as
authorized by cxisting agrcements. (Ref. Finding
b akove).

Action be taken by CEM Headquartcrs, in coordination
with H.& S. Division, USOM, to gurvey antd determine
avallability of warchousing and storage locations,
and CEM rcquircments. Appropriatc rccords and data
be maintained concerning avallability of warchousus
(location, type or commodity suitability, owned by,
etc.). Every offort should be made to utilize
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Government owned warehouses where possiblc. thus
eliminating additional warchousing costs. (Ref.
Finding c¢ above).

ACTION OFFICE

H.& S. Division, USOM (R¢f. a, b & ¢ - for coor-
dination)
CEM Headquartcrs, Rio (Ref. &, b & c)

Finding
Accounting Records Maintained by CEM and SEM

a. Results of Examination of Records Maintaincd by Reci-
'e Regional Distribution Center

In checking the accounting records maintained by CEM,
Recife Regional Distribution Center feor ICA-Financed
Commoditics, the following type accounting errors
and wcakncssos woere noteds

1) Requircd copics of shipping documents for cach
consignment (shipment) not on Tile.

2) Commodity stockicards (Fichas de Material) arc
lacking ccrtain cetails such as requisition number,
correct unit of measurcs, cte.

3) Thc system of issuing cemmoditics is not unifora
throughout the program, i.c¢., unit of measurc
should b= pounds or kilos instcad of drums.

i) Mecrchandisc or property historical Ledgers not
maintainacd.

5) Rcgular, periodic and cumulative reporting systom
not cstablished for reporting stock status to CEM
Headquarters, for commoditics roceived, issued and
balances at hand.

6) Physical inventories, if taken, not rccorded.
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b. Commodity Accounting Records - State of Sio Paulo

The accounting data available in SEM filos, as to
actual landed cost for material received, was incom-
plete and somotimes inaccurate, since the documents
from wherc this information is to be obtained, wore
not on file (i.e., Bills of Lading not showing froight
charges, involces and insurance premiums costs not
available, etc.). Secparate or segregated records for
ICA-financed commeodities are not maintained in all
instances, thus maeking it difficult and somectimes
impossible to trace and/or otherwise account for or -
control ICA-financed commodities rcceived and issucd.
Note: The atove cited commodity accounting crrors

and weaknessos (except for a.l) and a.lj) Findings
above, which apply orincipally to Rio, Raeeife s

Belem and Santos) have been noted in most field areas
visited.

Recommendation

It is recommended that

a. 1) Action be takcen by H.& S. Division, in coordination
with CEM, to insurc that required copies of all
shipping and rclated dccuments pertaining to each
consignment of ICA procurcment are on hand, i.e.,
bill of lading, insurance pelicy data to include
promium paid, certificate of origin, suppliers!
involces and packing lists.

2) Commodity stockecards (Fichas de Material) be main-
tained on a current tasis and contain appropriate
data such as requisition number, unit of measure
in pounds ~r kilos, as recquircd.

3) A uniform methed of issus (unit of mcasure) be
adopted throughout the Campaign. We suggest that
kiles, instcacd of pounds, be the standard unit of
measure. In additicn, and for added control, the
unit of measurc by drums may also bc used.

i) A Merchandise Ledgcr for expondable items be
establishcd for all ICA procuremcnts and registor-
cd chronclogically. The use of an Equipment
Ledger for non-expcndable property oquivment (such



AUDIT REPORT No. 3-61 Pagec 85

27.

5.17.61

as vehicles, machinery, apparatus, otec.) shculd

also be established. These ledgers should start
from the beginning of the operation. (See M.O.

704.3, Section III, sub-Scction C, Paragraph 5,

for guidance only).

5) Periondic (monthly or quarterly) and cumulative rc-
ports or gtatcments be doveloped concerning ICA-
financoed commodities received, issued and on hand
balance. Theso roports should contain a narrative
scction for general information for program data
or comments. Scparate statements be prepared for
vehicles and related spare parts.

6) Physical inventories be taken scmi-annually and
reconclled with the stockcards. The stockcards
should be appropriately annotatced to reflect the
invonteory date and results.

To the extent possible, and whero feasible, the correct
landed cost for commodities be made availsble and re-
flectod in SEM rocords. Wherever posgsible and practi-
cable, and to provide desired controcl and accounting,
gseparatc records, within reason, should be maintained
for ICA-financed commodities.

ACTION OFFFICE

H.& S. Division, USOM (Ref
CEM Headquartecrs (Ref. a)
SEM Hcadquarters (Ror

Finding

Inadequate and Cumbersome Custom Clearing System - Rccife

The overall customs clearance systcm for ICA procurcment
in Recife is cumborsome, causes unnecessary dclays and
1s gencrally not adequate to provide prompt clcarancc of
commodities from the docks. The present system being
that all advance shipping and related decuments for
custems clearance are transmitted to a SESP cmployee 1in
Recife who scrves SESP as a degpachante (clearing clerk)
a8 well as for CEM. It was reported that this cmployee
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spends most of his time on SESP mattors, and handles
CEM clcarances as a part time or extra job. (Also scc
Finding 23-b above).

Recommendation

It is reccmmendecd that :

In view of the importance of prompt and adequate clearance
of commodities through customs for CEM, Recife, considera-
tion should be given to assigning the customs clearance
operation to a local qualified firm prcviding this

service who can expedite the administrative process
somoetimes necessary for prompt relcase of the commodi-
ties. If a firm is not available, a qualificd individual
who will deveote sufficient time to CEM clearances should
be engaged.

ACTION OFFFICE

H.& S. Division, USOM
CEM Headquarters

Finding

International Harvester Pick-Up Truck, CEM No. 56, DE-
STROYED IN Accldent

On October 16, 1959, subject truck was rendered unscrvice-
able and the bedy completely destroyed. This matter was
immediatoly brought tc the attention of H.& S. Division
(Accident Report) who suggested that CEM attompt to repair
the body. The CEM Enginecer later advised that this was
not possible due to its condition and requested that
action be taken by H.& S. Division to replace the truck
body with a new one. On January 22, 1960, this matter

was brought again to the attention of the H.&.S. Division
by the CEM Engineer, inquiring as to thc acticn takoen by
USOM for the purchase of a new body. It seems that no
action was taken by H.& S. Divisicn on this matter, nor
was CiEM personnel advised as to the status of the cose

or the procedurec recommended to CEM in hanlling this
prcblem. In the meantime, the vehiclc was dismantled

and parts used to repalr other idle vehicles (to include
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truck No. CEM 85 damaged by fire in Parafba). Note:
During the auditorts field visit to Recife, on July

28, 1960, the above conditions were observed to include
the dismantling »f subject vehicle. At the time the
Aucditor again visited this area in March 1961, this matter
was still pending and the vehicle remained idle.

Recommendation

It is rccommended that

a. H.& S. Division werk more clescly with CEM (and SEN)
in handling matters relative to those identified in
the finding above, as it pertains to ICA-financed
commodities.

b. In view of the fact that this vehicle was damaged
while in service in the campaign, and sincc title
to the vehicle rests with GOR,it is believed that
some action 1s require? ~n the rart »f CEM, in coor-
dinaticn with H.& S. Division, USOM, to write-off or
otherwise dispose of this vehicle by sale or by
complete dlsmantling and use of serviceable parts.

c. Prompt information and/or guidance be furnished CEM
(or SEM) as to USOM's recommendation and/or procedure
in handling not only this commodity problem, but
gimilar problems which may develop in the future.

ACTION OFFICE

H.& S. Division, USOM (Ref. a, b & c)
CEM (and SEM) Headquarters (Ref. a, b & c)

29. Filnding

Inadequate Accounting and Record-Kesping in CEM for ICA-
Financed Commodities

a. Accounting and Supply Problems Affeccting Program

1) 1In Itapipoca, District IT of Ceara, no stock
records were maintained for ICA Commodities until
March 1960, at which timc a physical inventory
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was established to determine quantitics on hand,
even though approximately 21,000 kgs. of DDT 75%
had been issued (starting April 2,1959) to this

District from Fortaleza Sector, as evidenced by

the stockcard in Fortaleza.

In Est@incia, District III of Sergipc, adequate
control over stock rccords and storckecping
functions was not in evidence. (Note: The auditor
agsisted the storekeeper in ostablishing now stock-
card§ anc explainsd the accounting system being
used).

Even though large quantitics of inseccticide DDT
75% was in stock in Recife Distribution Center
(approximately 8,605 drums) it was nccessary that
Distriet I of Fortaleza borrow from DNERu 3,600
and 2,768 k%gs. (111 drums of DDT 75%) on July 25
and August 3, 1960, rcspectively., This type of a
supply problem indicatcs inadcquate allocation
and/or impropcr planning.

b. Stockcards and Requisition Forms (Suprimentos de Ma-

terial)

1)

In general, stockcards kept by CEM Sectors and
Districts are not maintainod on a current basis.
A spot check of thesc rccords revcaled a number
of accounting problems, crrors in rosting, cte.
Examplcs are

(2) In Santa Rita - DDT 75% - Posting crror or
Stock Shortagc. By dcducting from the total
quantity rcccived from Recife Regional Center:
the balance on hand, the balancc stcred in
the ficld (Postos de fbastecimentc) and the
quantity consumed (as of Junc 30, 1960), a
shortage of ahout 5,536 kgs. or 120 drums is
revcaled. In fact, such a diff<ronce appcars
to be factitious since several transfers were
made from Parafba to other Statcs, but ap-
parently not posted to the stock card.

(b) In Belém do Para - The samestock card is used
Tor polycthylene bags furnished by DNERu and
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ICA, thus preventing desired coatrol and
secparation of ICA financed commoditics.

(¢) In Natal, Maccid and Esténcia - Stockcards
arc not mailntalned on a current basis.

2) Commodities furnishecd by CEM and ICA are issued
(combined) on the same requisition voucher (Supri-
mentos dc Material), thus making it difficult to
control, to account for, and to audit trace the
item. Notc: The above examples are considercd
repregcentative of the accounting probklems, érrors
and supply problems and weakncsses to be found
in most Scctors, Districts and the Reccife Rogional
Distribution Centcr of CEM. Therefore, in taking
corrective action on the above items by CEM, due
consideration should be given to thesc problems as
they pertain to other Scetors in CEM.

Recommendation

It is recommendcd that

a.

1) Appropriatc instructions be igsued, in writing,
by CEM to all Scctor Chicfs, cmphasizing the necd
for effective and organized accounting, rccord
keeping and control over Districts under their
supervision. (Ref. a (1) and (2), Finding above).

2) To avoid recurrences of this and similar supply
problems, nositive and rccurring program require-
ments should be determined and sufficient stock
of such commodities be maintained in the Sectors
to support ficld operation. (Ref. a (3) Finding
above).

Action be taken by CEM to insure that stockcards are
maintained on a current basis and rcflect the true
inventory status of commodities at all times; the
accounting error notcd in Santa Rita covering DDT 75%
(See b (a) above) be cxamined and resolved - if an
actual shortage docs cxist, appropriatc action should
be taken to include reporting the shortage to USOM/B;
separate stockcards bc maintained for commoditics
financed by ICA (i.e., insccticides, tires, tubes,
sprayers, sparc parts, polycthylene bags, ctc.);
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consideration be given to use separatc or diffcrent
color paper for Requisition Vouchcrs (Suprimcntos de
Material) usced for ICA and GOB financcd commoditics;
for added control, all vouchers posted to stockcards be
annotated '"posted", with date and namec of person
posting thc voucher; and that all recelving and
issuing documents be approved in advance and/or other-
wise controlled by the Head of the issuing Scctors,

or their designated represcntatives.

ACTION OFFICE

H.& S. Division, USOM (Ref. a & b - for
coordination)
CEM Headquarters (Ref. a & b)

30. Finding

Inadequate Storage of Vehicles - Excess Vchicles - Inade-

quate Supply o pare Parts in Arca 11l & and B

a.

Practically all vehicles furnished by ICA and distribut-
ed to Sectors and Distiricts, arc stored in open arcas
rather than in garages or undcr suitable shelter.
Vohicles are exposed to tropical and inclement wcather
condition and some are seriously beginning to show the
effects. Examples were noted in Fortaleza, Natal,

Joflo Pegsda, Pernambuco, Macclo and Curitiba (for
comments on Vechicles in Rio, sco Finding No. 22).

H.& S. Division's Commecnt

It is not practicaklc to house or storc vchicles in
garages or sheltcrs 1n opcrational arvas. The parking
of vchicles in open arcas in a malaria eradication
campaign is part of the hazard and/or modus opcrandi

of the campaign. However, in contral headquarters
areas or scctor hcadquarters when covercd parking space
is avallable 1t is utilizcd.

In the Fortaleza Scctor, where the program has been
in operation since January 1960, some vohicles, ospe-
clally Jeeps (18 Jcops) appear to be in oxcess of
program requiroments and plens for this Scetor. A
number of these vehicles are 1dle awaiting assignment
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to ingecticide or cpidomiological Inspcctors yet to
be employed by CEM. Precsent allocation of vchicles
in Maceio and Pernambucr also appear sxcessive.

A lack of sparc parts rcquired for normal operation
and mainteénance of the vehicles in various Scectors
of Zone III-A, Fortalezn, Natal, Jodo Pessda, was
reportedly causing rather serious transport problcems.

Recommendation

It 1is rccommended that:

a. Every attempt be made by CEM to provide adequate

garages or suitablce shelters for campaign vehicles

where possible.

b. A determination be madc by CEM in coeordination
with H.& S. Division, USOM, to allocatc and/or
redistribute vchicles determined to be in cxcess
in theso Scetors, in accordance with “nown and
justifiable pregram rcquircments.

c. An adequatec supply of sparc parts bc maintainced
and madc availablc to operating vchiclos.

ACTION QFIWICE

H.& S. Division, USOM (Ref. a, b & ¢ - for
coordination)
CEM Hcadquarters (Relf. a, b & ¢)

31. Finding
Use of Chlecroquinc Suppliced by ICA

Q.

Incomplct: Production Statements and Roports on
Mother Mixturc Plant In Sao Sebagtian Ta Bna Vista
(Bclem)

In checking the usage and producticn data and reports
on filc, of San Scbastiac da Boa Vista mother mixture

plant (thc mixing of chloroquinc with regular salt),
it was notcd that the weekly and monthly preducticn
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reports furnished by this mixing plant were not signed
or certlfied, were incomplete and contained apparent
inaccuracies. In view of the cost of the chloroquine
involved and the existing requirements and desirabili-
ty to control the item, accurate and realistic usage
and stock status data and related information must

be developed and made available to CEM authorities.

Reported Black Marketing Activity on Salt - State of
Para

The auditor was advised by the Sector Chief during his
visit to the State of Para, in October 1960, and
according to local reports, that there was a rather
prosperous black marketing activity in oporation in
the Amazonas involving untrsated salt. It secms that
people living outside the cities, and on 1slands, are
being advised by merchants, that treated salt results
in various forms of sickness. Then they aro offered
untreated salt but at a highor price. The untreated
salt, therefore, is used by the population and, as a
result, the program of sradication of Malaria is not
belng attained as planned. Other comments offered by
the Sector Chief question the use of chloroquine salt
due to 1ts cost versus the benefits received,

USOM=Auditorts Comment

The above information is presented only to identify
the type of problems being encountered in attempting
to eradicate Malaria by the chloroquinated salt

method as pointed out by CEM officials in this program,
It therefore appears that the use and purpose of
chloroquinated salt is not readily known and/or
understood by people involved and may not be sorving
the purpose intended (cost of ICA-financed chloro-
quine furnished Brazil undzsr this pro ject to date 1is

$ 1912,365).

Use of Polyethylenc Bags - Beldm

Polycthylene bags are used by the salt plants as
containors for treated salt (salt troated with
chloroquine) to be sold to the population in tho
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the Amazonas. Printcd bags which identify source
and purpose of its contunts (prcvention and cradi-
cation of Malaria) to include Point IV cfforts,
werc procured and furnishcd by DNERu at their own
exponsc. The bags procurcd and supplicd by ICA, on
PIO/C 90222, were plaln without any lcgend (printing).
An attempt to ccrrect this matter was madc by CEM
by using a large inic stamp, but was discontinucd
since 1t did not prove satisfactory. Sincc these
bags arc uscd by the population after the treated
salt contcnts have been consumed, and if printed
bags were used in all instances, they would assist
in providing additional and urgently rsquired propa-
ganda in the use and purpose of trcated salt in the
Amazonas.

Issuc of Chloroquinc Not Approved in Advancc

In checking the commodity ccntiol and issuc procedure
for chloroquinc powder from the Scctor to the Mother
Mixture Plant in Belcm, it was notcd that regular
issues are made without prior approval of the Sector
Chief or his decsignated reprcscontative. This proce-
durc does not provide for adequatc accounting and
commodity contrcl to insure that unauthorized issucs
arc not madc. Ncote: This matter was discussed with
the Chicf of Scetor in Bolem who concurred in the
auditerts sugsestion and advised that all igsues,

in the future, would be approved in advancce by him-
self cr his dcsignated rceprouscntative.

Recommendation

It is rccommendcd that

a.

Action be takcn by CEM, assisted by H.& S. Division,
USOM, to insurc that all rccords and rcports develop-
ed in conncectinn with tho mother mixturce preoccsses
are accurate, signed by a rcsponsirlc pcrson, and
rcfleet a reasonably accurate plcture of the mixing
plant opcration as tc usage and consumption of
chlorequin.. financed by ICA.

Every cffort be made, to the cxtent deemcd possible
and fcasiblc to adequatcly publicize the purposc,
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use, effects involved in consuming chlornquinated salt.

To the extent possible, all bags used in packing thc
cloroquinated treated salt be pie-printed with appro-
priate Malaria Program data and information similar
to the printed bags furnished by DNERu.

A follow up be made by CEM, in coordination with H.& S.
Division, USOM to insure that adequatec control is
excrcised cver commodities issuced which includes prior
approval of all issuss.

In view of the cost of chloroquine and the questionable
benefits being derived from its usec as reported by CEM
officials, inatility tec control its issuec and assure
consumption by the desired population, H.& S. Divisicen,
USOM/B and CEM evaluatc this method of control and
eradication of Malaria and recommend appropriate action
to be taken concerning any future use of this commodity.

ACTION OFFICE

H.& S. Division, USOM (Ref. a thru e)
CEM Headquarters (Ref. a thru e)

Finding

Non-Use of Stercomicroscopes - Belém - Para

Five (5) Stereomicrnscopes (ICA procurcd) werc supplied
to Belem Sector for epidemiological service in that area.
Theso stereomicroscopes were received in Belem in August
1960. This item is not in use, according to the Sector
Chief, since the Epidemiological Scction had not as yet
employed technlcians to use this as well as similar type
cquipment. The Chief of Sector further advised that
thcse stereomicrosccpes are to be used for entemological
research, 1.c¢., mosquitos examinations, whcreas the necd
for parasitiological research i.c. for blood and larves
examinaticns, require a different typc of microscopc.

Recommandatinn

It 1s rccemmended that

Appropriate follow-up be made by CEM to insure that techni-
clans 1if required, are employed to staff thu Research
Laboratory Sector. and if it 1s determined that this equip-
ment is excess to the need of this Sector 1t should be
reallocated to another Scctor.
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ACTION OFFICE

He & S. Division, USOM (Por eocordination)
CEM Headquarters

Finding

Historical Reeords for Vehicles = Belim — Para

At the time of the auditor's visit to Belém in October
1960, 17 vehicles had been received, however, the re-
quired historical and control forms were apparently not
furnished with the vehicles by the Recife Distribution
Center, nor had such records been adequately developed

by the CEM Sectvor in Belém. Thece records are required
to record and control all transactions such as name, type,
initisl cost, operating cost, maintenance data, etc.

Recommendation
It is recommended that:

Vehicle historical and control cards, (CEM Forms Nos.
T/1 to T/9) be issued vwith each vehicle. Such forms

should be supplied to the Belém Sector and maintained
on a current basis.

ACTION OFFICE

H. & S. Division, USCH
CEM Headquarters

Finding

%nadequate Gasoline Storage - Lack of Underground Storage
anks

The problem reclative to inadequate gasolinec storage
pertains not only to the Recife Regicnal Center but

to other Sectors in the Northeast as well, Gencerally,
gasoline is stored (often times in large quantitics,
to take advantage of available funds at the ¢nd of the
fiscal ycar) under shcitors, in open areas, and in some
instances, adjacent to or with ICA procuremcnts. (Sge
Finding No. 1ll). This condition was observed in Joao
Pessoa and Fortaleza. Very few Sectors usce undcrground
storage tanks from which vehicles can be adequately
servicced,
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Recommendation

It is recommended that:

Qe

35.

Appropriate storage instructions for gasoline be issued
by CEM (and SEM, if appropriate) to all field units.
These instructions should clearly state that gasoline,
as well as other inflammable items, should be stored

in underground tanks wherc possible, or in the open

at a safec distance from ICA or their own program procu-
rements.

Local gasoline companies, supplying gasoline for the
Campaign, be contacted with a view toward requesting
their assistance ond/or furnishing suitable underground
storage tonks, with electric pumps vhcre suitable, for
those Sectors not prescntly equipped with such cquipment.,

ACTICON OFFICE

H. & S. Division, USOM (Ref. a & b - for
coordinetion) CElM and SEM Headquarters
(Ref. a & b)

Finding
Usc of Paper Begs Instcad of Plastic Begs for Handling

DDT 2220

In Senta Rita, District I, State of Paraiba, it was
observed chot peper bags were being used instead of
plastic or similor typc bags for the storage and handling
of individual dcses of DDT 75% (each bog contains 670 grs.
known as "Cargas" or doses). Heads of Sectors advised that
storing this commodity for extended Pcriods in paper bags
affects the technical qualities of the powder, causing thc
powder to harden, and creates difficulties in the spraying
operations duc to its insolubility.

Recommendation

It is recommended that:

The problem rclative to the use of paper bags instcad of
plestic bags for doscs (670 grs. each) of DDT 75% be
checked and cvoluated, giving due consideration to the
use of plastic bags if found to be more appropriatce.
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He& S. Division's Comment

The storage of DDT 75% in paper bags thot are directly exposed
to the clements will over an extended period of time lead to
the loss of technical quclities of the insecticide.

However, CEM's operations are designed to use oll bogged DDT
"cargas" in one cycle of operations. That would mean that the
maximum time that DDT would be in a bogged state would be 5
months or the mean exposure would be 2.5 months. After bagging
of 670 gms. of DDT pcr beg, the bags are Placed in an empty
DDT drum and the metnl clamp 1id replaced.

The type of materisl used in the fabrication of carge bags is
not specified either by WHO Export Committeecs on Malaria or by
the ICA mcolorio group. Mexico uses plastic bogs. Jamaica uses
cloth bags. Brazil uses paper and plestic bags. To the saue
final conclusion, DDT 75% is maintained in a unit of 670 grs.
until it entcrs the sprayer.

ACTION OFFICE

H. & S. Division, USOM
CEM Headquarters, Rio

36, Finding
Lack of Tires and Spere Parts for Internotional Hervester
Vehicles ~ &M, Stote of Soo Paulo.

a. International Harvester vehicles arc o rather new item
to Brazil, particularly in thc intcericr, therefore,
spare ports and accessories for new vehicles are not
available from normol comm.rcicl sources. Although
some spare perts have becn procurcd -»nd rcccived as
carly as July 1960 for use in the compaign, a number
of International Hervestcr vchicles hove been out
of commission or idle reportedly duc to lack of spore
perts. The problem seems to be o lack of distribution
of spare¢ parts thrcughout the Stete ceampaign.

b. It was nlso noted th:t the oveilability of tires wes
a rather scrious problem since tire roplacements, due
to the sizes used by these vehicles, arc reportedly
not rcadily oveiloble from commercinl sources.
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37.

Recommendation

It is recommended that:

as The problem relative to lack of sparc parts be
investigated by He. & S. Division, in coordination
with SEM, with a view toward improving the spare
parts problem. Sincc these vehicles are used
throughout the State of Sao Prulo, an adequate
system of supplying spare perts nust be worked
out and nade available to support these vehicles.

be Action be token to improve the tire replacement
problem to insure that an adequate supply of _
tires is available, not only in the city of Sao
Paulo, but also in the outlining areas where
vehicles are used.

ACTION OFFICE

He & S. Division, USOM (Ref. a & b)
SEM Headquarters, Sao Paulo (Ref. a & b)

Finding

Lack of Adecucte Motor Vehicle Mcintenance Tacilities -
State of Sao Paulo

In discussing subject matter with Transportation author-
ities SEM during our field visits, it was reported and
we observed thet maintenance and workshops are in need
of items such os lathes, drilling mochines end similar
shop equipnent used in repairing vehicles. The need

for this shop equipment will become nore deunanding after
the vehicles are in use for extensive period of time, -
traveling over interior roads and hauling heavy loads.
Note: According to PIO/Cs No. 00107 and 00175 some of
These shop_items have been requisitioned for use in the
State of Sao Poaulo, but have not been received.

Recormendation

It is recomrnended that:

Action be taken by H. & S. Division to expedite the pro-
curcnent, receipt and installation of shop equipnent
currcntly on order. The problem concerning the needs
of other shop equipment, to include the Federal progran,
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should be studied with the purpose of inproving
shop and maintenance facilities for Ceampaign
vehicles.

He & S. Division's Corments

GOB has procured the nminimum shop equipment of all
seciors of their operational areas. GOB has never
requested additional shop equipment. It is anti-
cipated that the work group of the newly creatced
CEM will review these requirements. The inplement-
ation of the S20 Paulo repair shops has becn halted
by the suspension of ICA procurements.

ACTION OFFICE

H. & S« Division, USOM
SEM Headquarters
CEM Headquarters

38. Finding

Inadequate Supply of Suitable Hydraulic Jocks - State
of Sao Paulo

Hydraulic jacks for the International Harvester vechicles
were, in nost instances, not ordercd or nrocured by the
Mission. Although jacks were furnishcd vith the vehicles,
they werc undersize, too weak and gencrally unusable for
most of the heavy vchicles. It seens that only a few
Internaticnal Harvester trucks were supplied with ade—
quate jack equipmente. As 2 result SEM found it necessary
to replace the najority of these jacks with heavier,
stronger and more durable jacks, using SHM Campaign
funds.

H & Se. Division's Conments

This is a maintcnance problem and one which requires
technical knowledge to resolve, Whether to use hydraulie
Jacks or some other suitable type is a question of
policy. No requests were nade for jacks. The ones
nentioned in this report were standard equipnent of the
nanufacturer of the vehicles.,

Recommendation

It is recommended that:
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39.

H. & S. Division, USOM review the matter with appro-
priate SEM and CEM authorities, taking whatever action
that is deternined to be necessary to insure that each
vehicle is equipped with an adequate jack and related
accessories., If it is determined that the USOM order-
éd proper jacks but received inferior or weak jacks,
this problen should be taken up with the supplicr.

ACTION OFFICE

He & Se Division, USOM
SEM Headquarters
CEM Headquarters

Finding
Inadequate Nozzles for Sprayers

A new type nozzle for spray gun operation was received,
distributed and is being used in the State of Sao Paulo.
According to Malaria Engineevrs (SEM), this type nozzle
was considered inferior and was not entirely satisfa-
ctory. It seens thet the new nozzle required nmore than
one spray operation to spray or cover the desired
surface, to acquire the quantity and quality of the
required insecticide solution. As result, the use

of this type nozzle (as reported by SEM Engineers)
delays sproying cperations and incurs odditionsl cost.
It is our understanding thot the Mission is aware of
this problen cind correspondence on the subject between
the Mission and ICA/W is a natter of rccord.

Recommendation

It is recommended that:

Ho, & S« Division, USOM, in cooperation with SEM (and
CEM, if appropricte) Engineers, continue to teake
appropriate action on the problem relative to the
reportedly inadequate and inferior spray gun nozzle
being used. It is our understanding that this nozzle
is being replaced by SEM throughout the State of Szo
Paulo. In view of the foact that this nozzle has been
issued for use in the Federal progrem, any action or
investigation taken should include use of the nozzle
throughout the Federsl progran, giving due consiler—
ation to possible replacenent if required.

ACTION OFFICE

H. & 5o Headquarters, USOM
SEM Headquarters
CEM Headgquarters

JEMcKaney/ mld.
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STATEMENT FOR COMMODITIES PROCURED
STATUS OF PI0/Cs AS OF NOVIFBER 30, 1960
USOM/BRAZIT = MALARIA ERADICATION PIOJECT No, 512-51-01L

Amournt Unliquidated
Sub- Amount Sub-
Commodity Obligated Paid Obligations
US$ US$

VehicleS .evveveneveonevenns 2,353,01L4,78 2,289,112,90 63, 901,88

Vehicle Parts ....eeeeeeen.. 82, 66,00 L7,523,94 34,942,06

Chloroquine Powder ,.,...... 2,81L,027,27 1,912,36L.96 901, 662,31

DuDaTe 75%  tinevenrecvancens 1,736,763.33 1,733,222.82 3,5L0.51

DD.T. 100% tueeennoennsenss 113,816.65 70,910.81 L2,905,84

Xy1nl & Triten c.vveevvesen. 25L,163,95 253,526.95 637.00

Polyethylene Bags veeveeve.. 157,150,03 128,611,55 28,538,48

T3res & TUDCS  eenuvoonvesses 11,353.11 6,053,bL1 5,300.00

Sprayers and Parts ,,....... 296,962.99  172,798.1L 12h,16L.85
Aluminium Boats, Motars,

Diesel Engines & Parts .,.. L3,700,00 10,666, 23 33,033.77
Microscopes seeeveeseeceeees 76,000 ,00 5,823.59 70,176,141
Audio Visual Equipment ... 58,000.00 15,109.81 L2,890,19
Shop EQuipment seeveeeee.... 12,600.00 L,890,L5 7,709.55
Scientific Apparatus ,...... 3,877.25 3,877.25 -
Office Ejuipment .vueeeees.. 5,800.00 - 5, 800,0n

Total @ siiniiveevennnnnconss 8,019,695.66 6,65L,492,81 1,365,202.85

RECAPITUL:.TION BY F,Y,

Fiscal Year 1958 .....v000.s 1,470,6L42,0 1,470,6L2.40
Fiscal Year 1959 ........... 2,551,053.26 2,382,160,86

Fiscal Year 1960 ........... 3,998,000,00 2,801,689,55 1

168,892.L0
,196,310,L5

Total H S0 00cs oo sserenesnne 8,019,695°66 6,65h,b92'81 1

, 365, 202,85

Source of Nata: Acexnts Section, Controllerts Office
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STATEMENT OF OBLIGATIONS

MALARIA FXUTCATION PROCECT Too T12-51-01L

Source of Data:

Amount Unliquidated
Sub- Amount Sub=-
PIO/C No. Commodities 0bligated Paid Obligations
F.Y. 1958
60131  D.D.T. 75% ......s.. 313,282.83  1313,282.83 -
80175 Chlaroquine Powder 700,913,95  700,913.95 -
80170 Vehicles ....vivevvensnen 6,288.64 6,288.64L -
80192  Scientific Appnratua ceees 3,877.25 3,877.25 -
80207 Vehicles ........ceiae... _ L6,279.73 L6, 279.73 -
1, L70,6L2,L0 1,470,6L2.L0 -
F. Y. 1559
o) Hudson Sprayers & Parts .., 36,662.99 16,662.99 -
20096 Xylol & Triton ........... 1B86,127,79 1%6,127,79 -
90097 D.N,T. 756 ..ivvunveennns.  322,748.22  322,7L8.22 -
90098 Vehicles ,......vovevvues. 1,205,006,41 1,205,L446,41 -
90200 Tires & Tubes ....ve000000 6,053.11 6,053,411 -
9021 D.D.T, 1008 ,..eeverannnn.  L3,816.65  L3,816,65 -
90215 Chloroquine Powder ,..,... 34,313,32 34,313,232 -
08 D.DTe 758 sevencnsnnneens 97,527.62 97,527.62 -
029 Triton c.ivvieveesvnosinens 47,036.16 L7,036.16 -
90222 Palyothylene Bags ........ 103,150.03 103,150,03 -
90223 DeDeTe 758 tueuvenvaens 25,70L.66  205,70L.66 -
9009k  Marine Enrines & Boats ., 22,200.00 5,478,313  16,720.67
90199 Polyethylene Bags ........ Sb, 000,00 25,461,52 28,538.L8
90216  Karine Engines & Parts ., 15,500.00 - 15,500,00
90217  Parts far Vehicles ,......  64,26,00 L7,523.9L 16, 762,06
9022k Audio Visual Equipment ,,, 58, 000,00 15,109,81 L2,890,19
90227 Chloroquine 'cwder ,.,.... 48, 500.00 - 48,500.00
2,551,053,26 2,382,160,86 168,6%92.L0
F.Y, 1960
00056 DTy 758 weveviienaasens  797,500.00  793,959.L9 3,5W0.51
00057 DD.T, 1008 tivveennnncens 70,000.00 27,094.16 42,905,84
00104  Chloroquine Powder ........ 1, t_l,(X)O 00 3,177,137.69  555,862,31
00107  Autemobile ToOlS s.svss... 6,000,00 L,890.45 1,109.55
00108 Mudson Sprayers & Parts ,, 171,200.00 115,707.60 55,492.40
00109 Outboard Motors & Parts ,, 46,000,00 5,187.9%0 812.10
D110 Vehicles ..evieveevrcnneess 695,000,00 631,098,12 63,901,88
00111 Willys Jeeps Part veu 17,000,00 - 17,000,00
00112 Triton ..vvvecrvensronrnns 21,000,00 20, 363,00 637.00
00113  MACroSCOPEdS +uvsvseeresons 76,006, 00 5,823.59  70,176,la
00132 Parss for Spraysrs ,...... 53,100,080 20,427.55 32,672,145
00175 Shop Equipment ....ee00... 6,600,00 - 6,600.00
00231 Studebaker Parts ...,..... 1,200,00 - 1,200,00
00337  Office Equipment ......... 5,600,00 - 5,800.,00
00338 Tires & Tubes ....veveuess 5, 300,00 - 5,300,00
00340 Chloroquine Yowder ......, 297,30.00 - 297,300,080
00339 Parts for Sprayers ,,.,... 36,000,00 36, 000,00

3, 998,000,00 2,601, 689 55 1,196,310,L5

Accounts Section, Controller's Uffyce,
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http:22,200.00
http:205,704.66
http:205,70.66
http:103,150.03
http:47,036.16
http:97,527.62
http:97,527.62
http:3h,313.32
http:34,313.32
http:43,816.65
http:43,816.65
http:6,C53.41
http:205,416.41
http:1,205,46.41
http:322,7h8.22
http:322,78.22
http:l':6,127.79
http:186,127.79
http:36,662.99
http:36,662.99
http:1.t70,6h2.40
http:1,470.6h2.40
http:6,279.73
http:3,877.25
http:3,877.25
http:6,288.64
http:6,288.6h
http:700,913.95
http:700,913.95
http:313,282.83
http:313,282.83

ATTACHMENT "C!
REPORT OF AUDIT No, 3-61

LIST OF ESTIMATED FREIGHT CHARGES PAID TO GSA/W BY USOli/B

USOM/BRAZIL — {1ALARIA ZRADICATION PROJECT No, 512-51-014

Freight Paid

P,0, Yo. Date PIO/C M2 (Tsiimate) BV, Me  B,S, No
NY 900058 10. 7.59 90218 $ 9,355 00 165660 267
FIW-I¢-26107/2 00219 A.050.00  1656=50 267
900209 11.30.59 90199 SR35 0 1656-60 267
900027 5¢15.59 90215 870 .00 15560 267
FIY~-IC-23068 /2 9.15.59 90200 1:200,00  1594-60 267
FNW-IC-28146-1/2 10. 7.59 90218 7.101.70  2006-60 461
900208 11.32.59 <0199 1.752.50  2006-50 461
950016 2.12,60 90222 1,833.00  2006-60 461
950008 2. 5.60 00055 9.840.00  2055-60 474
950016 2,12,60 90222 1,057.50  2055~60 474
950016 2,12,50 90222 1.125.40  2055-60 414
950016 2.12,60  Go222 1.200,00  2143-50 506
902222 12,1C.5¢ 90219 2,000.00  2555-%0 26
950139 €.26-60 00108 600G, 20 297-C1 218
950119 4. 5.60  C0104 2.715.00 297-51 218
WW-IC-28389-1/2 4.12,60 00104 2.769.00 813~6 494
FNW-IC-28155-3/2 2. 4.50 90217 50.00 813-61 494
FIW-1C-28389-8/2 25, €,60 00104 2.690.73 813-61 494
$55.764,38

Source of Data : Accounts Section, Controller's Offico


http:55.764.38

KEPOLT OF

ATTACHMENT wpo
JUTIT llo. 3-61

LISTING OF PIVERTED IC. FIN.NCED P1OCY.AMENTS

FhOL  C DM 10 D

T u

aS_aT SEPTIMBEH 30, 194

USQM BitnwZIL = MALaRIA BRADICATION PHUGLC!

B
Q

No. 512-51-014

Diverted
Commodity Fren PIOC.N? UNIT WEIGHT CIF & COST
Xylal Rio 90096 109 drums  Kgs. 19,677 $  3,972:33
Triton iiio 90096 156 drums  Kgs. 31,752 $ 22,612,72
Rio 90219 225 o 45,927 (
Rio 90219 83 16.942 ( 47,036.16
Recifa 90066 72w 14,668 10,662, 60
536 cdrums  Ken. 109,279 $ 80,311.48
DDT 75% Rin 90097 1,440 drums  Los, 144,000  $ 45,171,10
Rin 90097 720 7,200 2,256,66
Rio 90218 1,679 v 167,900 52,573.73
Rin 90218 1,323 132,30 40,363.41
Recife Various 3,269 0 325,900 98,076.00
7,783 drums  Loc. 77¢.30¢ & 238,434.90
Chlaroquine Rin 90215 9 drums  Lbu, 900 $  7,018.63
Bulam Virrious 17 v 1,700 15,071.00
26 drums US. 2,500 B 22,689.63

In addition to the above the follewing have becn diverited from their use in

C..M. ¢

of DiERu - hio,

the Eradication of %“zlaria in the
1 Ferd Sedan used b Dircctor
1 Jeep Willys lo. 223 used by
1 Jeep Willys in, 224 used by

DNEHu in Joinville,
Hoitu in Flerinnopolis,

1 Spectrofotemctric apparatus used by DNERu in Bele Horizonte,

RECAPITULATTION:

X:rlol ®sess0 e et es P et
r.[‘].itlon LB B I I R R I I B S s s 000
DDT 75‘/: LA BLEE R B AL BN B N R R I N A A R

Calorocuin: Powder ...
TOTAL (Value) Diverbted

Source of Data:

*s 200000

$  3,972.33
80,311.48
238,434.90
22,689.63

{345,105 34

Files »nd iFueords of C & M Distribution Centers.


http:345,408.34
http:22,689.63
http:238,434.90
http:80,311.48
http:3,972.33
http:22,689.63
http:15,071.00
http:7,018.63
http:238,434.90
http:98,070.00
http:52,573.73
http:2,256.66
http:45,171.10
http:80,311.48
http:47,036.16
http:22,612.72

ATTACHIENT g

REPORT OF .LUDIT Ho. 3-61

ST..TEMANT OF IC. FINMNCED COMtiOPILInS
IECETVED BY § & M ~ RECIFE FOR ZONE IXT.. ...D IIIB
INCEPTION UP TO 4UGUST 15, 1960

Period

From

F.7, Vehicles
1958 85
1959 123
1960 91
Total

" 299 _

FISC.L ¥B.R 1 9 58
Vehicles .....

D.D.T. 75% ...

FISC.L YE.L1 9 59
VE‘hiCl!;“S CRC I R Y

D.D.Te 75% vusus

Tires & Tubes .

Triton 21.151 ..
X¥1ol suvevenns

FISCAL YE.R1 9 6 0
VehiclesS veeaos

D.D.T. 75% ...

D. D. T. 75%  Tires/Tubes  Triton  Xylel
Ibs. 536,600 - - -
712,500 80 Drs, 232 Drs, 162
770,000 - - -
Lbs, 2,019,100 80 Prs. 232 Drus. 162
= [
eeps Willys C.J.3 B. 38
Int Harv,Pick-iUp #.112 21
" " " iw.120 16
Pick-UP Ford 250-118 3
Studebaker Trucks 6
Reo "hite Tiuck _1 = Total: 85 vehicles

5,366 diuns of Lbs. 100 cach

Jacps Willys C.J.5 L7
Strtinn wason Willys 6
L ¢, nrv,Pick-UP b,112 29
n " " B.120 22
" " " "‘.122 9
" " Trucks «.180 9
1" " " u.]_90 1

7,125 drums nf Lbs. 100 each
80 ench.
232 drums.

162 drums of 182 kgs each.,

Jeeps Willys C.J.5 70
Int.Harv.Pick-UP B.122 17
1t 1] 1 B . 120 —l!‘.

7,700 drums of Lbs. 100 each

534,600 Lbs,

feoval: 123 vehicles

n

1]

712,500 Lbs,

Total: 91 vehicles

1

fl

770,000 Lbs.

Source of Data: H & S Div., USOM and C E M fizld records,

AN



ATT. CHMENT npw

REPORT OF .UV'IT No. 3-61

ST.ATEMENT BHOJING TOTAL VEHICLES SUPFLISD LY IC..
TO MALARL.: ButaDICATION CiMP.LIGN = WaTIOW..L & S7,.1% LEVELS

PIOC. N HIO WECITR, BELEM 5.NT0S TOT AL
80178 3 - - - 3
80207 - 85 - 70 155
90098 184 123 - 99 406
00110 137 91 15 37 280

324 299 15 206 8L

Source of Data: H & S Div., USOM and C E M ficld rocords.

job



ATTACHEENT "G

REPOKT OF ..UDIT No. 3-61

ST.IZMENT OF OPERATING .RE..S

HOUSES SPRAYRD ND SURF.CE COVERED PER FISLD INFO.M.TION

PERIOD J.NU.LGiY-JUNE 1960

Houses Surface
States Districts  Habit.Protected Sprnyed Sprayed - M2
ARG, TTTa

CEARY .... Fortaleza 164,694

Itapipoca 91,456

Camocin 39,788 295,938 68,426 12,756,090
RIO GR.DO
NORTE .... Nabal 32,351

Cearamirim 81,272

S.J.Mipibt 97,741 211,364 49,569 10,952,991
PikAIBA ... Sta.Rita 280,762

Guarabira 121,760

Itabaizna 117,061 519,583 124,058 21,636,090
ARG TIIB
PERNAMBUCO liecife 317,561

Ribeirao 133,695

Vitoria 216,207

Carpina 240,042

Goinna 209,787 1,117,292 337,329 Hot started yet,
ALAGOAS .. Rio Largo 148,053

Penedo 75,024 223,077  Th,855 Started Sept. 1960
SERGIPE .. hracaju 100,024

Propria 75,123

Estancia 56,672 231,819 87,163 Started iwugust 1960.

Source of Data:

CE M ficld records.



10/

DISTRIBUTIOE (F VEHICLES BY REGIONAL CENTER
FOR 2ONE IIIA AND IIIB ONLY
RECIFE REGIONAL DISTRIBUTION CENTER

AS AT JULY 27, 1960

ATTACHMENT "®H®

AUDIT REPORT No. 3-81

, R.G. do . Regional Docks .
Description Ceara Nerte  Parafba  Pernambuco Alagoas  Sergipe Recife Recife Belem Manaus
155 Jeep WAllYS sqeececccacecccccanssnana 25 19 2L 50 18 18 1 - - -
L2 Pick-Up Int. Harv, Lxk B,120 .,e..... b 6 6 13 L L 1 N - -
5C Pick-Up Int. Harv. 4x2 B.110 ..eve... 3 8 8 15 L 6 6 - - -
9 Pick-Up Int. Harv, Single B.122 ..... - 2 1 - 2 2 - - 1 1
17 Pick-Up Int. Harv, Single B.122 ..... - - - - - - - 17 - -
(Still on Docks)
3 Pick-Up Ford Single .ievcececcencasee 2 - 1 - - - - - - -
6 Station Vagons Willys Rural ..eeeeoes 1 1 1 1 1 - - - -
TRUCKS

6 Studebaker 6 Tcns LELOB  yeveeeecesens 2 2 P - - - - - - -
S Int. Harv, 6 Toro B.1BC +..ecveeeens. - - - 2 2 2 3 - - -
1 Int. Harv. 10 Tons B.150 eeecvenceccs - - - - - - 1 - - -
1l Ree White 1€ TONS 4igecocscecceceens - - - - - - 1 - - -
255 TOTAL: sesoecsaoecoiones 37 38 L3 81 k) | 33 13 21 1 1

Assigned Numerical Nos. from No. 1 to B85 Vehicles Fiscal Yeor 1958 - 85 Vehicles

8 to 186 n n v 1959 - 101 n
350 to 371 " n mo1959 - 22 "
375 to Lk n n " 1960 - 70 © Total Received ,... 27€
- On Docks ......... _22 Total ..... 259 Vehicles.

Source of Data: Recifce Ripglionnl Distribution Center,

BEST AVAILABLE COPY



ATTACHMENT "IV
REPORT OF AUDIT No. 3-61

STATUS OF MALARIA FIELD OPERATIONS BY ARTAS AND STATES
AS AT OCTOBER 31, 19560
MALARTA ERADICATION FROJECT Wo. 512-51-014

Operation
Ilot in Scheduled
Areas tates In Cperation Operation To Begin
I 1 Amazonas 1 (partial)
2 Pard 1
IT 3 Maranhao 1 1963
4 Piaui 1 1963
IIT A 5 Ceara 1
6 Rio G. do Norte 1
T Paraiba 1
IIT B € Pernambuco 1 1960
9 Alagoas 1
10 Sergipe 1
IV A 11 Bahi=z 1 1962
IV B 12 Minas Gerais 1 1961
13 IZspirito Santo 1 1961
v 14 Guanabara 1 1960
15 Parans 1 1960
16 Sta, Catarina 1 1960
17 Rio G. do Sul 1 1960
Vi 18 Goi4s 1 1961
19 liato Grosso 1 1961
VA State of Sao Paulo 1

(8 Zones - 21 Sectors)

et ———————————

Note :~ Area V-A (State of SZo Paulo) is State operated and controlled.
All other areas and states arz operated and controlled by the
Federal Governmewnt.

Source of Data: H, & S. Division Files.,

&



MALARIA ERADICATION PROGRAM

(as of October 31, 1960)
TERRIT. DO ATTACHMENT HI'" - 1

*:‘ RO BRANCO TERRIT. DO  Report of Audit No. 3-61

RIO GRANDE
DO NORTE

\\\\\ \\.‘\\r
*\\\\“\3\\\
W ALAGOAS
TERRIT. DO
ACRE SERGIPE
TERRIT. DO
RONDONIA

¢ =gree
s //////// %

// 7 o DE JANEIRO

SAO PAULO

X0
1~ S. CATARINA

COMPLETE PROGRAM PREPARATORY
IN OPERATION PHASE SALT PROGRAM

Source: H&S Division, USOM

|10



ATTACHMENT "J"
REPORT OF AUDIT No. 3-61

STATEMENT OF ICA-FINANCED COMNODITIES
RESULTS OF ¥ND-USE OBSERVATIONS
AS OF NOVEMBER 30, 1960
MALARTA ERADICATION PROJECT ho. 512-51-014

Number of End-Use Reports issued by H. & S. Division svsas 253
Tlumber of ZInd-Use Reports issued. by. Audit. Section. ceeeecees 34

Total End-Use Reports issued R T =t o X

END-USE EESULTS AND FERCENTAGES BY AREAS

Areas Satisfactory Percentazge Unsatisfactory Percentage Total
Rio & v v o o . . $ 269.225.38 26,2% 8 758.038.48 73,8% $ 1.027.263.86
Recife . . . . , 680.504.40 62,8% 403.187.04 37,2% 1.083.691.44
Sao Paulc . . , . 316.112.75 47,7% 346.492.04 52,3% 662,604.79
Belem . « . . . . (x) 1.888,522.90 92,7% 148.483.91 T,3% 2.037.006.81
Total . . $ 3.154.365.43 65 ,5% $ 1.656,201.47 34,5% $ 4.810.566.90

(x) - This figure includes $ 1.850.260.92 of chloroguine powder supplied to AREA T (Pard & Amazonas),
the majority of which has been issued, however, therapeutical results have not yet been evalua-
ted by the Mala:ia Control Program.

Source of Data: H. & S. Division and Audit Section End-Use Reports.

i


http:1.850.260.92

ATTACHMENT "X
REPORT OF AUDIT No, 3~61

LIS™ OF MANUAL ORDERS AND DIRECTIVES APPLICABLE TO THIS

PROJECT AND RFELATED AUDIT REQUIREMENTS

Directive o, Title Date

M.,0. 232,1 USOM Controll>r Function, 1/26/54

.0, 233.1 Functions of the Program Office and Technical 12/26/56
Service Offices in USOMs.

M.0, 235.2 FPunctions of Cooperative Service Business 2/25/58
Maenager in Administration and Financial
Management.

M,0, 310,1 Programs for Evaluation and Audit of ICA 11/18/57
Operations,

M.0. 514.8 liemoranda of Conversation, 6/13/56

M,0, 520,1 Records Management Frogram, 11/12/54

M.0. 541,1 Personal Property Management and Control 8/24/55
llissions,

M,0. 601.1 Basic Relationship of USOMs and Diplomatic 10/11/56
Missions on security.

M.0. 704.1 Review and Observation of ICA-Financed 4/ 1/56
Assistance: Introduction,

M.0., 7T04.3 Review and Observation of ICA-Financed 4/ 1/56
Assistance: Project-Type Assistance,

M.0. 704.5 Operating Guide for End-Use Observations, 4/ 1/56

M.,0, 732.2 Sample of Accounting Transactions for Project 1/ 1/54

Type Assistance.

M.0. T32.3 USOM Accounting for Project Assistance, 1/ 1/56

16



ATTACHMENT "K"

-2 REPORT OF AUDIT No, 3-61
Directive No, Title Date
M.0. 751.1 Billing and Collection Procedure, 10/12/60
M.0., 75L.5 Property Accounting - USOM-ICA-owned non 6/ 1/59
expendeble Property. Index,
MO, 75L.6 Arrival Accounting. 7/ 1/60
M.0., 758.1 Acceunting Procedures for GSA Procurement. 7/10/59
M.0. 78L.1 Administration Audit of Vouchers-Voucher 7/ 1/57
Examination-General.
M.0. 797.1 Procedure for Actions to be taken by USOMs 1/ 17/58

on End-Use or Other NMeports Issued as Part
of the Mission's Review ard Observation.

M.0., 798.1 Reports on USOM Audib #ctivities, 7/ 1/60
M.0. 1017.1 USOM Technical Service Reports, 6/16/59
M,0. 1051.1 Prozedures for the Administration of 12/28 /56

Pro ject-Type hAssistance,
M.0, 1051,2 Placement of Title to Project Commodities. 6/24/58

M.0. 105L4.1 Instructions for the Preparation amd Use of 12 /23/58
Form ICA-10-5 Project Agreement.

M.,0, 1106.3 Regulation I. 11/25/57

M.0. 1113,1 ICA Procurement Pclicies for Non-Military 3/22/55
Commedities: Commodity Standard amd
Specifications.

M.0., 11L5,1 Project Implementation Order-Commodities 7/ 6/60
Form - Preparation and Use,

M.0. 11L5.L Direct USOM-to-GSA Procurement, L/11/57

M.0. 1173.2 Emblem Marking Requirements far ICA-Financed 2/27/59
Commodities.

M.0. 1175.1 Marire Insurance. L/10/56

[one

[Eq



ATTACHMENT 1

-3- REPORT OF AUDIT No, 3-61
Directive No, Title Date
x IM, UL52,2 Financial Operations Arrival /ccounting, 6/30/
x IAM, 950 Standards for Clearance of Audit Reports. 6/30/58
x I, 960 Internal /udit Review, 6/30/58
USOM/B  236-C Responsibilities ard Functions of the 10/15/58
Division of Health and Sanitation.
USCM/B 230~J  Responsibilities and Functions of the L/15/59
Program Office,
USOM/B 310 Program Evaluation. 7/20/59
UsoM/B 781 USOM Audit Functions and Procedures. 5/ 2/60
USOM/B 1021,1  Projcct Implememtation Documents, 8/ 1/60

x ICA, Internal Audit Manual,



