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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-financed commodities; to evalu­
ate the administrative, supervisory and financial management
 
practices employed by USOM/B, their adequacy and effective­
ness; to ascertain adequacy and reliability of commodity
 
accounting,reporting and utilization; to evaluate Government
 
of Brazil's (GOB's) efforts in carrying out their financial
 
obligation and program requirements; and to review and deter­
mine adequacy as to program planning, cont:olling and con­
tinual evaluation, appraisal and reporting by the Mission.
 
Applicable M.Os. and directives are shown in Attachment No.
 

SECTION II - Scope of Examination
 

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

1. 	 Review and evaluation of the project operation from
 
a financial 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 its financial provisions, proposed target dates,
 
timely receipt of commodities in relation to program
 
plans and progress.
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3. 	 Observation and evaluation of the program effort,
 
other than technical, as carried out by U.S. tech­
nicians and GOB personnel in the field.
 

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

5. 	 Field checking and end-use observation of commodi­
ties to determine prompt and adequate utilization,
 
adequate warehousing or storage practices and
 
physical safeguards.
 

6. 	 Review and evaluation of reports rendered by Health
 
& Sanitation Division and responsible Staff Offices
 
of USOM as well as GOB, in connection with project

reporting on implementation, utilization of com­
modities, project problems and progress.
 

SECTION III - General
 

1. 	 This is 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 currenL
 
operations, and included visits to all major areas
 
of operation in the field. Financial and other proj
 
ect data in support of audit findings and related ­
comments is shown in Attachments "A" thru "K", which
 
are considered a part of the report:
 

Attachment Title 	 Number
 

Statement of Procured Commodities "A" 
Statement of Obligations "B" 
List of Estimated Freight Charges "C" 
Listing of Diverted ICA-Financed Commodities "D" 
Listing of Commodities Receivud in CEM-Recifo "E 
Statement of Vehicles Received "F" 
Statement of (Field) Operating Areas "G" 
Distribution of Vehicles in Zonc III A & B "H"
 
Status of Field Operations by Areas and States "I" 
Statement of End-Use Observations Rcsults "J" 
Listing of M.0s. and Directives 	 "K"
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2. Project Agreement No. 512-51-01h
 

a. 1) 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. )14, 1958. The ProAg was 
on June 30, 1958 and revised Sept. 10, 

signed 
1953. 

This ProAg was extended on Feb. 27, 1.959,
vised on June 29, 1959 and re-extended on 

re-
Jan. 

13, 1960. Final contribution riates for F.Ys. 
1958, 1959 and 1960 are Dec. 31, 1959, Feb. 27, 
1962 and June 30, 1961 respectivly. 

2) The ProAU stipulates that the Campaign will be 
conducted by DNERu under the direction of a 
"Grupo de Trabalho" (Directing Council) es­
tablished by Decree L3.17h dated February h, 
1958, whose responsibilities will include plan­
ning ard approval of material needs of the 
Camnaign. 
vides that 

Article 2, above oited decree, pro­
: 

"The Griimo de Trabalho" is composed of 

(a) Director General of DNERu 
(b) Coordinator of the Malaria Eradication 

Program of DNEu 
(c) Brazilian Rel,resentativo of Point IV in 

Brazil 

It will be rrruitted to the Representative3 of ICA 
and of Pan A'_erican Sanitary Division to partici­
pate in the Work*Grou.ls Meotinzs; the partici­
pation of other national and international organ­
ization's representativcs shall be permitted by
the means of signing a convention with the Health 
Ministry for the Malaria Eradication Program." 

b. 	 The main purpose of the ProAg is the extension 
of the already existing cooperative health program
in Brazil. includinE joint participation in a 
campaign to eradicate Malaria throughout Brazil 
and to establish a program of evaluation of 
results, in order to Prevent recurrence of Malaria. 

C. 	 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 is to bene­
fit a population of 30,000,000 inhabitants. The
 program is to be put into effect in 3 stage sche­
dules: one year of preparatory phase, four years
of total coverage phase with insecticides and
drugs and three/four years of eriromiolotrical 
surveillance phase. Malaria eradication in Brazilis 
carried out by two separate Brazilian organ­
izations, which are:
 

1) 	 Malaria Eraication Campaign: hereafter called
CEM constituted by Decree No. h3.17 ofFebruary hf,1958 
 and which rorcsc-nts the Nation­al 	or Fedreral program. Funds to operate the 
CEM-Federal program are 
made available from the
 
Federal Government of Brazil.
 

2) 	 Malaria Eradication Service. h..,.aft-cr calledSETM which constitutes the . Paulo State pro­gram, coming only under thc jiuiii..iction of theState of S5.o Paulo. Funds t: r .,ratc the SE4 
program arc mae. available from State funds,
State of Sao Paulo. 

d. 	 In accordanc, with basicthe ProAg and subscquent
renewals or amendments, the dctrmine-d contributions
for FYs 1953, 1959 and 1960 wcre ',".l)90,000,

2 577,390 and ,L" 000,000 rosvcctiv.ly, to befinanced by ICA and C30,000,000 Cr 310;000,000
and Cr I',00 000 000 for the above vears to befinanc,.d b-ir th, Host Country. ICA1s anticipated
contributin for TY 1961 was nlanned initially at 
5,ooo. ooo.
 

e. 	 According to Airram TOICA A-II.38 dated January
25. 1960 the V-:urcral orogram (GOP) carried out
by 	 the CE4 is divirt,;d into 6 areas covering 19states (Sec Attachment "I") whosu headquarters islocated at Avenida Rio Branco 
 80 Rio cie Janeiro.The State levcl program for the State of Sao Paulo,whosc hroadquarters is located at 
."17 Avcnida Bri­gadeiro Luiz Antonio, Sao Paulo. is divided in 8
 
areas (S-e Attachment fI). 

f. 	 As shown below (also se Attachment "I"), status
of 	field operations as of October 31, 1960, is as 
follows :
 

http:rosvcctiv.ly
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1) Areas in Full Operation 

AREA I - State of Para
 
AREA IIIA - States of Ceara, Rio Grande do Norte
 

and Paraiba
 
AREA IIIB - States of Sorgipe and Alagoas
 
AREA VA - State of Sao Paulo
 

2) Areas in Partial Operation
 

AREA I - State of Amazonas
 

3) Areas Not in Operation
 

AREA II 
 - States of Maranhao and Piauf
 
AREA IIIB 
- State of Pernambuco 
AREA IVA - State of Bahia 
AREA IVB - Statcsof Espirito Santo and Minas Gerais 
AREA V - States of Guanabara, ParanA, Santa 

Catarina and Rio Grando do Sul 
AREA VI - States of GoiAs and Mato Gposso. 

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

Namc Position Assignment Period 

1. Dr. Ross E. Jonney Chief of H. & S. Div. 5.211.55 to 
8. 6.59
2. Dr. James D. Wharton Epidemiologist 12.28.55 to
 

8.20.59
 
Chiecf H.&S. Div. 
 8.21.59 to


7.1A ,603. Dr. Vernon J. Forney Dental Officer 6. 1 .57 to 

7.16.60

Chief of H.& S. Div. 7.17.60 to 

present date 
L. Mr. Arthur Linnehan Budget & Fiscal
 

Officer, 
 3.11.57 to
 
H. & S. Div. 11.3058 
Business Manager, 11.30.58 to
 
H.& S. Div. 
 10, 5.59
 
Assistant Controllor(x)10. 5.59 to
 

12.23.60
 

http:12.23.60
http:11.30.58
http:12.28.55
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(x) - As per Staff Notice No. 152 of 3/11/60, Mr. Linnhan
 
join'ed the Controller's staff as Assistant Controller,
 
c.ffective March 7,1960. From October 1959 to March 7,
 
1960, he worked part time as Asst. Controller in
 
addition to Business Manager, H.& S. Division.
 

5. Mr. John Vilus Business ManaLger Feb.1960 to 
11.14.60 

6. Mr. Thomas C. Thompson Mechanical Enffin,,;er Lt,1.52 to 
Drcscnt date 

7. Mr. Richard Jamrns Support Sp.ecialist 3.30.59 to 
and later prcs,;nt date 

Malaria Spccialist 
8. Mr. Donald Green Support Specialist 1.25.59 to 

and later 1. 6. 61 
Malaria Sp,.cialist 

14, Condition of Project Known Prior to AudiL 

It was already gcn,.rally known to the Mission prior to
 
the audit (June 1960) that this projcct was oxpuri­
encing difficultir:s and the program was in serious 
jeopardy, i.e., operations werc. behind schcrdul: . ICA­
financed commodities wcrc not being fully utilizcdr GOB 
funds werc not bcine made available to the. campaign,etc. 
ana it was because of this 'nowlecdfr that th: Audit was 
requested by Mission llanaComcnt. 42tcr pTrfortnin a 
nrc-audit survyV, these, conditions wore found to exist, 
and in most case.s in greatcr and more serious propor­
tions than ureviouly indicated. Thr,':for';. this audit, 
as evidenced by tb au,"itor? s fin,'ins herein, has boen 
fairly extensive; in many are.as. 

5. Audit Personnel D-nie.d Accuss to USOM Records and Files
 

Initially, USOM audit personnel werc denicd acccss to 
H.& S. Division project files and rccor,.is by the Chief, 
H-.& S. Division. Although access to such r.:cords was 
eventually pcrrittec1 this riattur has ha" a 6,trimontal 
effect on the porformanc:- of the audit to include 
delaying the audit completion. 

http:rccor,.is
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6, Varied Opinions and Interpretations Within USOM Concc-rn­ing Pr'oject 

There exists a problem among H.& S. Division personnel
as well as 
other USOM Staff Officos concerning diffe:r­
ences 
of opinions and interpretations as to intunt and
meaning of certain ProAg provisions and USOM/BIs overall

rosponsibilities. 
Examples of the questions or points

raised are : a) what are 
H.& S. Division.s sp,,cific
rc;sponsibilitics, 
vrsus GOB rosponsibiliti;s in project

planning, implementation and evaluation (Sc. memo from

Controller to Chief. H.& S. Division 
 (OUO) dated March
10, 1961). and b) does USOM have the rijht to audit, ;val­uatc, cnd-use an,'. inspect the projemct and to whatextent. With r,.f.rcncc to a) abovc, and in convrsation

with H,& S. Division prsonncl and Mission Staff Officcs,thcv have voiccd opinions during th,.. audit indicatingthat USO,4's re:sponsibility concerning this projict mayhavc b,,n primarily limited to the furnishinf of commodi­tics and performing rclatcd accountine, administrative 
and end-usL obs(.rvations. How ver, "ission Cocum.nts,
airgrams, ,emoranda, :.tc. , issu.d on th, oubj: ct andexamined bv the auditor, indicat. that initial planning
and during -arl- staue of oncrations. thL Mission was rc­quired and intended to carry out ICA's normal project
Punctions and responsibilities (For cxamnlt. s.... Section
 
IV, Par. 2 brolow). 

7. Project R:soonsibility
 

Although th.: Chief: H.& 
S. Division is considered the
project Tlanager and the office having th,. irst-linc,­
responsibility for the efficient ope:ration 
of the project,
other USOM Offices, including the Program; Executive and

Controll. rfs Offic,-s 
 have. certain d-finite and important
respoosibilitios. The 
review and evaluation of th. ap­parcnt 
causes and reasons for the unsatisfactory status

of the Malaria Eradication projct, the inadcquacis
weaknesses and problems encountcred, as shown in thisaudit report, indicate that the Mission as a whole has
been rather deficient in handling this project from its
 
inception.
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8. Porsonnul - Oporating Staff and Fiold Technicians
 

As a regular part of this project audit, the following
 
probloms, which relate to personnel requirements and
 
overall staffing in both the Mission as well as *tho
 
Host Country, have boon noted and evaluated
 

a. USOM/B
 

1) It would appear that from the early phase of\
 
this project the 14ission has boon deficient as.
 
to pcrsonnel and staffing requirmcnts i.c.
 
shortage of personn,.l. inadquatc or impropcr
 
use of personncl insuffici!ent guidance and 
direction over field te-chnicians by supervisors. 
ShortaLe of -rained personnel for this orojcct 
was pointe:d out as .arly as Novemrb,.r 1958 in 
Lxternal re norts rec.ivcd by the Mission (For 
example, .e GAO report rjat d May 1960). Th, 
Mission apparently did not visualize or antici­
pate: thc nC..d of ror, Uhan tlhr.o fi-ld tech­
nicianq and th.reforc took no orficial action to 
s5curo q,7ditional .. rsonnl 1. 

2) H.& S. Division has utilized its technical 
personnel to perform rg.u].ar administrative and 
related duties to includ. .xt.nsiv,.. nc.;dod end­
use obsc.rvations (o...r agr.n.m.nt btwc.n the 
Chijf, H.8-& S. Division and Controllcr, since the 
Controller did not, at that time, have adequate 
audit staff' to perform this function), and as a 
result fild technicians have not boon utilizecd 
for the purpost intended or as required to carry 
out and insur.. ad,.quacy and profici(.ncy of pro­
joct oocration. -ivrtholcss, the field tech­
nicians involved have, in carrying out the(se 
special duties, o.rformed such duties well and 
hav.e accomolishcd ruch toward fillin:- the need 
in the arinistrativ,, arLa within H.& S. Divi­
sion. At the. conclusion of this aulit the 
serious pjrsonnl oroblm still uxisted and in a 
more acute rroportion,. i . th( project was 
still without a suffici,.nt numbe.r cf adminis­
trative (Busin,..ss .anag,.r or Administrative 
Officer) and t,.chnical field p .rsonnel to ade­
quately carry out the program, to includ.. pro­
gram planning, evaluation, obscrvation, rcport­
ing, and administrativ support to the project. 

http:suffici,.nt
http:agr.n.m.nt
http:rg.u].ar
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b. 	 CEM - Host Country Agency 

There is an apparent lack of a sufficient number of
 
field staff throughout the CEM National campaign,

with some exceptions. This deficiency, however, is
 
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, etc., has in many ways

made 	it extremely difficult for CEM field operations,

to include commodity accounting and reporting, to be
 
carried out adequately and on a timely basis.
 

9. Title to ICA-Financed Commodities
 

In reading this Audit Report it must be kept in mind that
 
the report in its ontirety is based upon the promise 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.O. 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 recently made a "prelimi­
nary decision" to the effect 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. 51.1, 75h.5: etc. with respect to
 
those commodities to which they have title. These USOM
 
procedures or requirements, if title is considered to
 
rest with USOM, are not in any respect being followed by

the USOM at this time.
 

10. 	 External Reports Received by the Mission on Malaria Eradi­
cation
 

a. The Mission has received reports from working groups,

expert teams and similar bodies covering the Malaria
 
Eradication Program in Brazil and its offect on Latin
 
America as well as the worldwide program. Some
 
reports are the result of independent (official and
 
unofficial) surveys and evaluation of the program.

Most of these reports cite substantially the same type

of program weaknesses and deficiencies, and the causes
 
therefor, as reported in this audit report.
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Examples of these reports include
 

1) Preliminary Report from ICA Exp(-rt Panel on
 
Malaria dated March 1, 1960.
 

2) 	Special Report from PAHO Survey Team (Drs.

Williams and Silva) covering period August 20
 
to October 1, 1960.
 

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

These reports comment on the importance of the Ma­
laria Eradication Program in Brazil and stress the
 
point that Brazil is considered the )hcystonc to a
 
successful program in South America. These reports
 
also emphasize the fact that all South American
 
Countries with Nalaria, and which have boundaries 
with Brazil, are r,,portcclly far ah:ad in the Ma­
laria Eradication Program, and the failure by
Brazil to timelv an*J ad,.quately pursue this program 
seriously affects those countries. 

b. 	Even though, in most instances, no official USOM/B
action or answer to these reports may have been 
required, no action appears to havu been taken by
the Mission to document comment on or otherwise 
establish th. Mission's position in writing con­
ccrning the findings, recommendations and related
 
contents of thc.se rcports. As a routine, it is
 
believed that appropriate M1ission comments and 
rocommendati:)ns should] bc developcd on these re­
ports and routers to the Office of the Mission 
Director (and possibly to ICA/W), for information,
 
current knowlcdg, guidance and. action as may be
 
appropriateo
 

11. Audit Classification of Projoct
 

a. 	In conformance with the provisions of 11.0, 797.1 
and USOM 14.0. BPA-781; it is required that the 
audit report be classified according to the audit
 
findings and their relative importance to the project.

This project (Malaria Eradication), as evidenced by

the 	seriousness of th,; conditions reported in the
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audit findings, is horeby classified as bing

UNSATISFACTORY. 
This classification is based on
 
or duo primarily to (a) failure by GOB to moot 
on a

timely basis their financial obligations thus

jeopardizing the Program and 
(b) failure of the
 
Mission to fully carry out 
and follow thru on their
 many project rosponsibilitics and functions in­cluding delay in roschoduling of commodity shipmonts

to conform with GOB lack of funds.
 

12. Personnel Contacted During Audit Performance
 

a. Mission - USOM/B 

1) Dr. Vernon J. Fornoy, Chief. H.& S. Division

2) Mr. Arthur Linnchan, former Business Manager,
 

H.& S. Division

3) Mr. John Vilos. Business Manacr. H & S. Div.
 
h) Mr. Harold Savage H.& S. Division
 
5Mr. Thomas C. Thompson Mechanical Engineer,
 

H.& S Division 
6) Mr. Donald Grcn, Malaria Sp,cialist, H.& S. Div. 
7) Mr. Richard James, Malaria Specialist, H.& S. 

Division 
8) Miss H.L Proston Controller 
9) Mr. W.B. Paxson, Program Office 

10) Mr. J.R. Solana, Chief, Program Office
 

b. Malaria Eradication Campaign Rprcsentatives

W-st Country - Brazil 

1) Dr. Fernando Machado Bustamanto; Executive Chief,
 
C W 

2) Mr. Gcorges Sanders, Engineer and Chief of 
Rccifc Regional Distribution Center

3 1 Mr. V. Homom do Mello, Executive Chief, SEM 
h) Chiefs of all CEM and SEM headquarters & Districts
 

in th Areas visited.
 

13. 
 Exit Audit Conferences and Discussions of Audit Report
 

At the conclusion of this audit, James E. McKamoy,

USOM-Auditor, accompanied by E.M. Dancour; 
auditor; holdexit conferences with the 
following rcsponsiblc personnel

to discuss the auditor's findings and recommendations 
:
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On April 7 and May 2 1961 

Dr. Vernon J. Forncy Chiuf, H.& S. Division 

On 	April 21. 1961
 

Mr. J. K.. Solana, Chief, Program Officc 

On 	 April 25 and May 3, 1961 

Mr, Robert J Francis, Exccutivc Officer 
Mr. F. Macdonald, Assistant Exucutivc Officer 

On April 2 and May 4 & 9, 1961 

Miss H.L. Prcston, Controlle.r 

SECTION IV - Summary of Pindings and Rocommcndations 

A rc.sum( of thk- finrdings and recommendations follows 
as well as a general r-.commundation with respect to project 
managomcnt : 

(a) FindingsRosumc
 

1, 	 GOB inability to 'rovidh their cruzoiro contribu­
tion as spccified in th. Agrrc..mont to cover the 
local operating costs of th- project. 

2. 	 Mission laxLty in ov.rall projLct Management and 
evaluation to inclu, projLct reporting, trip 
r ;portlng, orojejct staffing and their utilization,
commodity utilization, enl-use and arrival re­
porting acti.vities an:1 administrative support to 
the project. 

3. 	Confusion and variec - opinions concerning USOMfs 
project responsibilities with resp ct to technical
 
assistance and! audit privileges as well as USOM
 
Divisional and Staff Office responsibilities for
 
commodity accounting andc control, project evalu­
ation, review and appraisal.
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(b) Recommendations Resumg
 

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

2. Revision of the Agreement to include in their
 
bntirety the normal Standard Provisions Annex to
 
Project Agreements; language which will clarify

the USOM position with respect to technical as­
sistance, and/or supervision of the details of
 
the operation of the program; relationship

between CM and SEN under the Agreement.
 

3. Determine total USOM rersonnel requirement for
 
effective project managemenrt and take action to
 
obtain same. Improve USOM's internal reporting

procedures to facilitate project evaluation.
 
Issue necessary USOM instructions to preclude

continuation of confusion concerning responsi­
bility for commodity arrival reporting and
 
related matters.
 

(c) General Recommendation
 

As a means of providing desired program manage­
ment and control over this project, it is strongly

recommended. that the Mission Director appoint a 
USOM Malaria Project Manager who will be fully and 
solely responsible for : 1) complete project manage­
ment to include program planning evaluation ap­
praisal and reporting: 2) adequacy of staffing and 
assignments; 3) close and continual coordination 
with appropriate GOB authorities, and b) taking cor­
rective action to fullyT implement all approved (by
Mission Director) audit recommendations contained in

this USO4 Audit Report No, 3-61, as well as other 
Mission and external reports and directives received.
 
USOM Malaria Project personnel should be assigned by
 
name and their specific functions, responsibilities
 
and areaof duty assignments be reduced. to writing.

It is 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:
 

Finding No. Page 	ho. S u b j e c t 

1 25 	 Failure of GOB to Provide Required Funds
 
and thus to Meet fully their Project
 
Obligations. 

2 	 27 Exclusion from ProAg of Item "N" (2),

Standard Provision- Annex Relative to 
Joint Audit and Inspection Rights.
 

3 	 28 Project and Progrom Delays - Cut-Back or 
Adjustment in Comiodity Shipments not made 
on Timely Basis or in Line with known 
Project Requirements. 

4 31 	 Varied Opinions and Interpretations with­
in the ission on Arrival Accounting, 
Control and Reporting Requirements concern­
ing IC-Financed Commodities. 

5 32 	 Unauthorized Diversion of ICA-Financed 
Commodities. 

6 35 	 Excess Xylol - Error in Preparing Data for 
PIO/C for Purchase of Xylol Causing Excess 
to Project Requiremonts. 

7 37 	 Procurement of Non-Stanudard Equipment for 
Malaria Program in Brazil. 

8 40 	 Inadequate Progr-m Reporbing Between GOB 
and the Mission.
 

9 	 2 Inadequate Reporting by H. & S. Division, 
.USO..,

10 46 	 Inadequacy in Field Reporting by Tochni­
cians. 

11 49 	 Inadequate Program Evaluation (and Report­
ing) by USOMvi. 
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Finding No. Page No. S u b j ect 

12 51 Inadequate Survey and Observation of 
Customs and Unloading Practices at 
Ports by USOM or GOB Personnel. 

13 53 Inadequate Arrival Accounting, Control 
and Reporting for ICA-Financed Commo­
dities. 

14 56 Inadequate Procurement Documentation, 
Inaccurate Prices and Lack of Recon­
ciliation on ICA-Financed Commodities. 

15 59 Inadequate Project and Administrative 
Files in H. & S. Division. 

16 60 Unfavorable Local Press Conments on 
ICA-Finaiced Coizodities. 

17 62 Inadequate End-Use, Audit and Review 
by USOM/B during Early Phase of Project 
Implementation. 

18 66 Failure by USOM/B to Forward Unsatis­
factory End-Use Reports to Host Country. 

19 67 Marking - Lack of Display of ICA Emblem 
on Vehicles. 

20 68 Inadequate Insurance Claim System Cover­
ing ICA-Financed Commodities. 

21 70 Marine Insurance Financing. 

22 72 ICA-Financed Comodities in Excess of 
Current Program Requirem'ents. 

23 75 Delays in Clearing ICA-Financed Commo­
dities from CustoLIs and Docks, 

24 78 Inadequate CENI Staff for Storekeeping 
and Stock Commodity Accounting. 

25 79 Storage of ICA-Financed Cormodities. 

26 83 Accounting Records Maintained by CEM 
and SEM. 

27 85 Inadequate and Cumbersome Custom Clear­
ing System - Recife. 
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Finding No. Page No. 	 S u b j e c t 

28 86 International Harvester Pick-Up Tru.k, 
CEM No. 56, Destroyed in Accident. 

29 87 Inadequate Accounting and Record-Keeping

in ONIM for ICA-Financed Conmodities. 

30 90 	 Inadequate Storage of Vehicles - Excess 
Vehicles - Inadequate Supply of Spare
Parts in Area III A and B. 

31 91 Use of Chloroquine Supplied by ICA.
 

32 94 Non-Use of Stereonicroscopes - Belen, Para
 

33 95 Historical Records for Vehicles 
- Bel'n,

Para. 

34 95 Inadequate Gasoline Storage - Lack of 
Underground Storage Tanks. 

35 96 Use of Paper Bags Instead of Plastic Bags
fcr Handling DDT 75%. 

36 97 Lack of Tires and Spare Parts for Inter­
national Harvester Vehicles - SEM, State
of Sao Paulo.
 

37 98 	 Lack of Adequate Motor Vehicles Mainte­
nance Facilities - State of S~o Paulo. 

38 99 	 Inadequate Supply 2f Suitable Hydraulic 
Jacks - State of Sao Paulo. 

39 100 	 Inadequate Nozzles for Sprayers. 
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SECTION V - Division Comments
 

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 America.
 

Dr. Fred Soper, Dr. Roy Fritz 
 and Dr. Carlos 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 nlanning process. 
Drs. Jenney and Wharton
 
of USOM and Courtney of PASB contributed to the project

development.
 

Certain areas of responsibility wore 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 negotiating meetings with

the Minister of Health and the Director of the National
 
Department of Rural Endemics (DNERu). 
 These changes were
 
necessary, in the judgement of those individuals, in
 
order to establish Brazil as a major component of the
 
malaria eradication plan, for South America,
 

The original plan for Eradication of 1Malaria from Brazil
 
was a normal pattern as established in other countries
 
with one particular difference - that of using chemo­
therapeutic measures for eradication of malaria from the
 
Amazon Basin. 

For all intents and purposos, it was anticipated that

the Campaign for Eradication in Brazil would be carried
 
out according to planned operations during the subsequent

years. There was agreement bv PASB ICA and Brazil to
 
participate in this massivc undertaking, 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 encountered 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 these difficulties
 
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 USOI
 
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 obtained by association with members of
 
the Campaign.
 

It became apparent 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 carried out. Inquiry was made of the GOB-

Ministry of Health oncerning the reasons for the program

slow-down. No answer was obtained from the Minister of
 
Health, however information was obtairoI 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 substantiation
 
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 expansions shipment of U.S.
 
Commodities was suspended. 
Stocks and pipeljne commodi­
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ties arriving in Brazil were stored. There were constant
 
reassurances 
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 ... Q.542.380.60
 
Rental ..................... 1.032.649,0 19.635.146,20
 

In currency: (Allot.3/Material)
 
4/11 - Received ........... 1.865.500,00

515 - Recelved ........... 20.000,000,00

6/6 ccoived ...........20.000.000,00
 
6/23 - Received ........... 15.000.000,00
 
7/7 Received ............25000.000,00
 
9/16 Received ............ 2.500.000,00
 
9/28 Received .......... 21-007.975,00
 

11/5 Received ... ...... 20.000.000,00
 
11/23 - Received .......... 22.132.101,60
 
12/19 - Received ........... 30.000.000,00
 
12/30 - Received .......... 3.000,000;00 180.505.576,60
 

(Allot.3/Personnel)
 

2/4 - Received .......... . 169.621,30 
A/ - Received .......... 169.621,80 
3/14
515 

- Received ............ 
- Received ............ 

1%,930,30 
16j.934 30 

- ReceiveO ...... ... 176,071;50 
- Received ......... 170.002 80 

7/26 - Received ......... 170,002,80 

10/17 
- Received ............. 
- Received ......... 

167,502,20 
167.502 20 

12/15 
- Received 
- Received 

... 
............ 

167,112 20 
167.112 20 W54.18 ,10 

201.995.140;90 

14.630.327,80 216.625.468 07
 

Dismissal of the Minister of Health, an Acting Minister,

and another Acting Minister and a National Pr: sidcntial Elec­
tion 
as wulI KaNn it Vifficult tr in anvthinL cnnstructive 

http:Q.542.380.60
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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 keep the
 
Campaign in operation. We tried every possible source
 
of funds and of persons interested in malaria eradica­
tion but our efforts produced little or no funds. In
 
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 observations of commodities throughout

Brazil provided the basis for suspending further shipments

and basic documents and information proving campaign re­
tard&.tion.
 

The management aspects of the malaria operations by the
 
Public Health Division are not perfect nor could they
 
ever be or have been under the circumstances, i.e.,
 
insufficient personnel to provide servicing of the USOM
 
Campaign Assistance. It must however be pointed out
 
that of the total expendable and non-expendable items
 
amounting to several million dollars 
(8.1) entering
 
Brazil - all have been accounted for by a small, re­
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 context, by the
 
auditors it is readily apparent to other observers that
 
a certain honesty and loyalty between the IJSOM and
 
Brazilian staffs has maintained 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 the Chief of the H.& 
S.
 
Division to handle the affairs of the USOM participation

in the Malaria Project is to a great extent responsible

for the situation which developed in the ProjGct. To
 
this day the Chief of the Public Health Division has no
 
stated authority to negotiate with the Malaria Project

Director or the Minister of Health. This situation
 
cannot occur again wherein funds failed to reach the
 
project from DNERu and the Ministry.
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When mechanisms are established to provide close working
 
relationships with the project it will be pToslo to
 
obtain official documents pertaining to funding Rnd
 
operational actions.
 

B - Program Office Comments
 

The Mission did make an effort to impress the GOB with
 
seriousness of the funding situation, efforts which in­
part were responsible for removal of the Minister of
 
Health. The Mission was unable to forsoe that a Minister
 
of Government was going to use the funds appropriated
 
for the malaria program for other purposes. The Mission
 
was dealing with a Sovereign Government which continu­
ously promised to make the necessary funds available to
 
carry out the program and in fact did continue to make
 
small amounts of funds available every time it appeared
 
that the program was in danger of being interrupted in
 
those areas where it was in operation. The U.S. Government
 
investment was being protected through keeping these areas
 
in operation. If the eradication cycles had been inter­
rupted then U.S. Program funds invested would have been
 
substantially lost. As the facts show, the Mission Di­
rector and staff offices acted as soon as it became ap­
parent that drastic action was required. Formal repre­
sentations were made and a letter sent to the Brazilian
 
Coordinator advising that shipments would be suspended if
 
funds were not forthcoming. Copies of this letter were
 
delivered to th& Foreign Office and the Minister of Health.
 
The Coordinator and the Foreign Office brought the situ­
ation personally to the attention of the President of the
 
Republic. Assurances were given, with approval of the
 
President, that funds would be made available. Only
 
after the GOB was given opportunity to comply was it
 
diplomatically possible for the Mission to take the
 
drastic steps of susponding further U.S. support to the
 
program and request suspension of all pending purchase
 
orders and/or shipments of commodities.
 

Since no perishable commodities were involved the need
 
for immediate action was not so urgently required. It
 
was incumbent upon the Mission to try to resolve the
 
problem without taking drastic measures in the interest
 
of preserving good relations between the two governments.
 
It should be pointed out that rolationships on the
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political level were somewhat strained during 1959 and
1960 and drastic action by the U.S. would have been

c'onsidered an unfriendly act no matter how correct the
 
U.S. position.
 

It should be mentioned that the 
excess supply of vehiclo
resulted from inability of the GOB to expand the program
to other areas as fast as planned and that no more vehi­cles were ordered as soon as 
this became apparent.
 

In general I believe it fair to say that while many un­satisfactory conditions have been pointed out in the audit
report one comes to the conclusion that there was very

little loss or waste. 
 This is surprising when one
considers the quantity of commodities involved and the
small staff available to 
oversee utilization. The main
problem has been lack of financial support by the GOB, yet
hundreds of employees stuck with the program without pay
for a number of months and in those 
areas where opera­tions were 
being carried out apparently no serious inter­
ruptions of spraying cycles occurred. To the observer
who did not have access to the financial records every­
thing outwardly appoared 
to be progressing albeit slower
than planned. 
Prior to July 1960, on each occasion when
 
a serious crisis seemed imminent additional funds in

small amounts were provided. 
Since July 1960 continual

representations have been made to GOB and finally all
bills and salaries reportedly were paid up thru August

31, 1961.
 

Two decisions faced the Mission : 
1) constant pressure

on 
the GOB to adequately 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. TTSOM took the intermediate position

and 
suspended all shipments and procurement for a period
of nine months. 
This was the only course of action in
the light of U.S. objectives in Brazil, political con­
siderations, importance of malaria eradication to 
the
rest of South America 
and the USG policy of world-wide

malaria eradication. 
These factors are not mentioned in
the audit report. More important however. is the fact
that USOM representations probably resulted in salvaging

the malaria Program from certain failure. Our continued

interest and expressed desire to continue support, 
as
soon as GOB demonstrated that it 
could and would finance

and administer the program effectively, strengthened
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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 exercise
 
patience.
 

SECTION VI - Comments on Prior Audits
 

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

Recommendation No. 2, Page lh, concerning ICA-financed
 
commodities for projects (Malaria, etc.) states that

"The USOM/B should arrange that ICA-financed commodi­

ties for projects are consigned to the Brazilian agency
 
or institution for which the commodities are purchased".

USOM/Bts reply (TOICA A-186, dated 4/L;/61) to the 
above audit recommendation was "USOM/B does not at this
 
time concur in the recommendation that all ICA~financed
 
commodities be consigned to the Brazilian agency or
 
institution for which the commodities are purchased.
 
By consignment to U.S. Govornmont agencies it is possi­
ble to effect a more expeditious clearance through 
customs and thus a more timely utilization on proj­
ects. In addition, USOM is in a better position to 
supervise the utilizotion and direct use toward. proj­
ect objectives than ir consignment was to a Brazilian 
Agency 

Current Status and USOM-Auditor's Comments
 

All shipments as heretofore are being consigned to IIAA
 
c/o 	American Einbassv Brazil. It would appear that 
since commodity arrival/accounting is a Joint responsi­
bility of both the Host Country and the U0O14/B. and 
since title to those commodities is deemed to rest with
 
the 	Host Countr: these shipments should be consigned 
to the Host Country.
 

2. GAO Report of Examination Covring 7Ys 1955-1959, dater,
 
May 	 1.960 

a. 	On pages 7 and 35 the GAO Auditor reported that the 
Mission, at the time of the GAO review and evalu­
ation, in November 1953, had not developed firm 
plans and procedures for carrying out its responsi­
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bilities under the Project Agreement to observe and
 
evaluate the use of equipment and supplies and Mission
 
officials expressed concern as to whether adequate
 
staff would be available. The Mission's reply to this
 
report, TOICA A-1500, dated March 18, 1960, generally
 
concurred in 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, these technicians would. report on
 
the quality and progress of the overall campaign and on
 
other special problems which might arise. The Missions
 
reply went on to say that the close surveillance being

given the Malaria Program by members of H.& S, Division,

the report of their extensive trips, corrective action
 
as a result of their reviews, coupled with the Con­
troller's end-use observations and arrival accounting,
 
when initiated, should insure adequacy of operation
 
and use of commodities.
 

Current Status and USOM-Auditor,s Comment
 

As evidenced by this USOM audit report, the action taken
 
by the Mission subsequent to the GAO audit, conducted in
 
Dec. 1958 concerning the surveillanc, program and
 
progress reporting on known project problems and de­
ficiencies, has not been entirely adequate (See Find­
ings Nos. 9, 10, 11, etc. below), although improvement 
has been made since 19-58. 

b. 	 On pages 5 and 18 the GAO Auditor reported lag in Host 
Countrv Support with reference to insufficient reporting
(publicity) on Point IV activities in Brazil. The
 
Mission conrarre,! in the finding and stated that Point
 
IV was obtaining more publicity than at the time of
 
the GAO audit.
 

Current Status and USOM-Auditor's Comment
 

As indicated in this USOM audit report the GOB report­
ing (publicity) of the type that would have been bene­
ficial to the project and to the ICA program was not
 
carried out as plannod (See Findings Nos. 16 19, etc.
 
below).
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SECTION VII - Findings & Recommendations
 

1. 	Finding
 

Failure of GOB to Provide Required Funds and to Meet
 
Their Financial 0bligations
 

a. 	The ProAg entered into between ICA/USOM/B and the
 
Brazilian Ministry of Public Health stipulates that
 
the Host Country should deposit in the Bank of Brazil
 
Cr.,30000,O00O0 in 1958, Cr'310,000,000.00 in
 
1959 and Cr 1O.;00,000,O00.00 in 1960 according to an
 
established schedulo and that the Ministry of Public
 
Health shall place these amounts at the disposition

of the Executive Chief of Malaria Eradication Campaign
 
to implement the program. This financial agreement
 
was 	not fulfilled by the Host Country.,
 

b. 	During mid-year of 1959. it was apparent that the
 
program was falling behind schedule and local (GOB)

funds for the campaign wore not being furnished on
 
a timel7 basis as required. This condition became
 
more acute during 1960. During the auditorts field
 
trips (August-December 1960), l1e observed 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 field as well as professional
 
personnel were resigning due to non-payment of
 
salaries etc.
 

c. 	Even though this funding problem was known to H.& S.
 
Division there was no evidence of correspondence in
 
their files (those submitted to the auditor for re­
view) indicating that this serious mattrr had been 
reportej to the Mission Diroctor, or to the Host 
Country Authorities for action until June 15, 1960 
(See letter to CE by H.& S. Division, USO4 and 
TOICA A-L79, dated September 8, 1960) (See M.O. 
5114.8). On July 5. 1960 the Mission Director forward­
ed. a letter to the Point IV Coordinator pointing 
out the seriousness of the GOB funding problem, and 
requested that GOB fulfil their financial commitments 
according to existing agreements. (Note: As a para­

http:1O.;00,000,O00.00
http:Cr'310,000,000.00
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dox, the auditor noted a letter (No. CE14 8-60) dated 
January 25, 1960, from Executive Chief, GEM, to the 
Chief, H.& S. Division, USOM, inquiring about ICA contri­
bution to the program and its availability). In August 
1960, and during a special meeting among USOM, GOB 
representatives and the Executive Chief, CEI., 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 :
 

a. 	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.
 

b. 	Action be taken by the Mission.Director to insure that
 
he as well as other Staff Officers are appropriately
 
and p-omptly advised in writing concerning any future
 
failures of GOB to meet their financial obligations
 
under project agreements.
 

ACTION OFFICE
 

H.& S. Divisicn, USOM (Ref. a)
 
C01 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 Joint 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 Agreement. 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 property 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 part,7 in arranging
for any disposition of any property procured through 
financing by the other party undfer this Project 
Agreement shall assure that the rights of examina­
tion, inspection and audit described in the preceding 
sentence are reserved to the party which did the
 
financing". 

b. 	Item 3, page 1, ProAg, states that "Normal ICA pro­
cedures for inspection and audit is purposely ex­
cluded from the ProAg and item 3, Part IV, page 4 
of Annex "A" is substituted therefor". This substi­
tution (Item 3, Part IV, page , ProAg) states that 
"ICA will observe the distribution and location of 
material by it acquired. for the execution of the 
campaign, as well as observe the continued evalu­
ation of work in progross." 

c. 	The purposes 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 copies of the 
ProAg as required by M0, 105Ol, I, B., page 3. 
Further, during conversations with H & S. Division 
personnel (former Business Manager and present Chief,
 
H.& S. Division), only general (vwrbal) 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,.0 7014.1, III and M.0.
 
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
 
togeth3r with the Mission Director's approval in a­
cordance with Page 3, Block 10, M.O. 105.l dated July
 
7, 1959. as such exclusion is considered to be contrary
 
to the general provisions of the Mutual Security Act of
 
195)1, and M.Os. 70L1.1, Section iII, A and 70L.3, Section
 
III, B, 2, f.
 

Recommendation
 

It is recommended. that
 

Exclusions of this nature from ICA Standard Provisions
 
be avoided. Negotiations for -furtherMalaria agreements
 
should include our right to audit as contemplated by
 
above cited directives. However if such exclusions or
 
special provisions are considered necessary they should
 
be duly authorized and documented in strict compliance
 
with applicable directives.
 

ACTION OFFICJE
 

Program Office, USOM
 

3. Finding
 

Project and Program Delays - Cut-Back or Adjustment in
 
Commodity Shipments not made on Timely Basis or in Line
 
with Known Project Requirements
 

a. Little or no action was taken by H.& S. Division
 
until June 1960 concerning required cut-back and
 
adjustment 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 (See 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 Januiary 1959. Program
 
status of these Areas as of October 31, 1960, is as
 
follows :
 

1) 	In Area III B, the program started in Alagoas and
 
Sergipe in August 1960. In Pernambuco the program
 
had not started even though this Sector had received
 
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
 
reconnaissance had been completed. Plans for full
 
scale operation, including commodities, were on
 
hand.
 

3) In the State of Guanabara.. State of Santa Catarina,
 
State of Rio Grande do Sul, the program had not
 
started even though adequate commodities, to include
 
vehicles, were on hand. (Note: A small number of
 
jeeps were transferred from-To to Joinvile, State
 
of Santa Catarina, which appeared to be morely to
 
show evidence or give indication that the program
 
in the latter area had begun, however, H.& S. Di­
vision states that the transfer was made for purpose
 
of better storage).
 

4) In Area III A, the program started as a pilot opera­
tion in September 1959 - eradication 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 3ontinued to be
 
received. They were stored and/or left 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.
 

c. No evidence could be located in H.& S. 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 rocommenda­
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 information and/or

action as appropriate. It was not until 8uptcmber 1960
 
(See Airgram TOICA A-79, dated Sept.8, 1960 - OUO)

when the project was nearly paralysed, that action was
 
officially taken by USOM to advise ICA/W of these serious
 
problems ank recommend suspension of f'urther commodity
 
shipments.
 

Re commendation 

It is recommended that : 

a. Mission authorities examine and determine reasons why

the Mission failed to adjust commodity shioments in
 
keeping with program requirements. Note: Although
 
certain commoditv shipments wE:re suspended during Sep­
tember 1960, this commodity problem has resulted in
 
considerable additional expense to ICA in transportation,

loading and unloading charges, storage cost, etc., pend­
ing the release of those shipments.
 

b. Mission authorities determine not only the causes for
 
such USOM reporting weaknesses and deficiencies but
 
also identify and evaluate the problems involved with a
 
view toward improving overall control, supervision and
 
reporting wiihin the Mission concerning futiurG operations 
of all projects.
 

c. CPNTI and H.& S. Division, USOM, perform continual evalu­
ations of this project and make necessary adjustments

in ICA procurements and project requirements in keeping

with availability of GOB funds and known program status
 
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 Accounting, Control and Reporting Require­
ments Concerning ICA-Financed Commodities
 

In reviewing applicable M.Os. 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 opinion and interpretations in the
 
Mission (Controller and H & S Division versus M.Os. and
 
related directives) as to type of accounting data and
 
records required (Receiving and Inspection Reports,
 
customs clearance documents, commodity control records,

etc.), i.e., records to be maintained by each office,
 
specific areas of responsibilities, who should perform
 
certain functions - H.& S. Division, USOM, or GOB.
 
Also, there is a question as to how the 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 needs. (Ap­
plicable directives are: M.Os. 232.1; 70%.1; 704.3;

732.3; 78%.1; 797.1; 798.1 and related 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 commodities, a
 
USOM procedure be developed by the Executive Office,
 
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 interpreta­
tion of existing requirements. 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 Mission.
 

2) 	Document flow, purpose of the document, responsibi­
lities of the 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.
 

ACTION OFFICE
 

Executive Office, USOM
 
H.& S. Division. USO (For Coordination)
 
Controller's Office, USOM
 

5. 	Finding
 

Unauthorized Diversion of ICA-Financed Commodities
 

a. 	Diversion of ICA-Financed Commodities
 

1) Diversions of ICA-financed commodities were noted 
during the auditor's field visit (i.e. Recife 
Distribution Center - 16 issues cf DDT 75% to 
DNERu). In adition, other diversions were noted 
from records available in H.& S. Division. Com­
modities diverted (i.e. to DI'ERu), include DDT 
75%, chloroquine powder, x-lol and triton, and 
some vehicles. Upon inquiry of personnel of" 
H.& S. Division, no official agreement or author­
ity 	for such diversions was known or could be
 
presented to the auditor. From our discussions
 
with H.& S,. Division personnel, and as evidenced
 
from a letter on file in H.& S. Division from the
 
Executive Chief, CWT , to the Chief H.& S Divi­
sion, dated July 18 1960 it seems that these
 
diversions were 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 8345,000 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 CE 
records.
 

3) 
A further check into this matter revealed that

the 	DDT 80% paste received from DNERu by Ca
 
was 
in some instances completely deteriorated
 
(paste and container) and at the same time the

quantitV received, in this exchange, was in com­
plete 
excess to the current program requirements

(For example in State of Paraiba CEM received
 
about 130 tons, whereas yearlV consumption is
 
about 25 tons - according to the Chicf, Paraiba
 
State)
 

b. 	Loan of Chloroquine Powder to a Private Commercial Firm -
Rio 

On July 5, 1960, the Executive Chief of C4 authorized
 
a loan of ! 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 drams of chloroquine powder reportedly contain­
ing equal quantity and quality. This transaction was
 
not 	registered or recorded on 
the 	stock card in CEM
Stores Rio-
 This loan is not believed to be authorized
 
or permitted by item 2, page 1, Special Provisions Annoy,

Project Agreement, dated Juno 30 1958. 
The 	auditor
 
was 	unable to locate nor was he furnished evidence that

the chloroquine returned by Sydney Ross to the CEM had
 
been tested 
to insure that it meets the same technical
 
requirements as the quality loaned by CE.
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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 commodi­ties, to determine whether irregularities and improp­
er actions were involved and to what extent 
 other
than as 	reported in this audit report (See M.O.

6o.1).
 

2) In conjunction with 1) above, the Chief 
H.& S. Divi­sion, prepare a complete documentary report for the
Director identifying in detail all facts and infor­mation relative to the subject and stating H.& 
S.
 
Division's position in this 
matter.
 

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

4) H.& S. Division investigate and inspoct these com­modities 	received by C-Mi, report-:d to be in a dote­riorated 	condition, and in excess of program needs,

and recommend to the Mission Director appropriate

action to be taken in handling or otherwise dispos­
ing of such commodities.
 

b. 	 1) The quality of the chloroquine returned by Sydney

Ross be chemically analyzed before use. 
Since loans
of this nature are prohibited by the Project Agree­
ment, they should be avoided in. the future. However,
if similar transactions are deemed desirable by

H.& S. Division, USOM, or CE?4-SEM they should be

approved in advance by the Mission Director.
 

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

ACTION OFFICE
 

Office of the Mission Director (Ref. a.1)

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

Executive Office, USOM 
 (Ref. a-l for coordi­

nation
 
a-3 - Action
CEM Headquarters, Rio 
 (Ref. b).
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6. 	Finding
 

Excess Xylol - Error in Preparing Data for PIO/C for Pur­
chase of Xylol Causing Excess to Project Requirements 

a. 	Letter of May 28, 1960. to Chief, H.& 
S. Division,
 
USOM, from thu Executive Chief, Sorvigo Especial do
 
Malaria of Sao Paulo, informed USOM that they had
 
received 3,LtO8 drums of xylo?. (55 gallons per drum
 
or 1,368;750 lbs.) whereas their letter of May 2,
1958, requested only 387,387 lbs. (excess received5
 
980,360 lbs.) An error was made in preparing the
 
PIO/C No.90096, apparently in converting the request

order data from SEM Sao Paulo (pounds-lbs) to
"quarts" and "gallons" 

b. 	SEM0, Sao Paulo, reported by letter of May 5, 1960,
their concern about this excess, i.e., the stock­
piling involved., its corrosive condition, its being

inflammable an. requested that USOM take urgent

steps to ,Oispose of the excess. No official action
 
was 	taken by USOM/B until October 13 1960.
 

c. Several months subsequent to the receipt of this 
com­
modity then known to be excess, USOM Airgrams, TOICA
 
A.683 dated 10.13.60, was dispatchod 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 reported (See
 
a above).
 

Summary of Data on Excess Xylol
 

Requested by S.I, Sao Paulo 

387,387 lbs at 7,3 lbs per gal. or 53,066 gal. at
 
55 gal. per drum - 965 drums. 

Ordered by USOM PIO/C No. 90096 and Received in Sao
 
Paulo Oct/Nov. 1959 

750,000 quarts or 187,500 gallons at 55 gal. per
drum - 3A 09 drums 

http:10.13.60
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Excess Quantity Received, Sgo Paulo
 

134,b30h gallons or 2,44 drums (Over 3-1/2 times the 
quantity ordored by SEN! or required) 

Cost of Excess Xylol
 

$o.358 per gallon x 134 ,43 gallons $48,128 (does
 
not 	include freight or insurance).
 

Note: Weight of 1 gallon of xylol : 73 lbs. 

USOM-Auditor s Comment
 

1. 	Error in procuroment of xylol not only has resulted
 
in waste of U.S. Govornment 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 failure by USOM to ade­
quately review the PIO/C and suoporting data prior 
to forwarding to ICA/W for procurement action 

3 	 It would appear that H & S, Division did not timely 
and promptly detect and report the apparent excess 
xylol. The xylol was recoived during Oct./Nov. 
1959. .irst visit or review of this matter by H.& S. 
Division, USO,1 was during August 1960, or 9 months 
after rec.iot rf commodity an. afte r receiving a
 
report on the si.ibject from SEi dateoC May 5, 1960. 
A report of this excess was forwarded to ICA/W on 
October 132, 1960 by H& S. Division, USOM. 

Recommendation
 

It is recommended that :
 

a. 	Program and technical data related to procurement
 
documents be carefully reviewed by USOM as to accu­
racy and reliabilitv, prior to taking action lead­
ing to procurement.
 

b. 	Immediate and continual efforts be taken by the
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Mission (H. & S. Division) to provide early disposal of
 
the excess xylol.
 

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

d. 	 The Executive Office USOM, publish a UTSOM M.O. covering

the procedures and responsibilities in the disposal of
 
ICA-financed project type commodities. determined to be
 
in excess of the needs of the project (See Par. H.
 
Standard Provisions Annex to the ProAg.)
 

ACTION OFFICE
 

H. & S. Division, USOM (Ref. a b & c)
 
SEM Headquarters (Ref. b - for coordination)
 
Executive Office, USOM (Ref. d -Action
 

a & b - for coordination) 

7. Finding
 

Procurement of Non-Standard Equipment for Malaria Program
 
in Brazil
 

a. Procurement of Tubeless Tires
 

1) In reviewing PI0/C workshc-ts prepared by H.& S.
 
Division in the .7evclopmcnt of .aLa Anrl roequire­
ments for the procurement of trucks, together 
with the ublishv.d PIO/Cs (Nos. 80207 and 
9009,8) w- noted that oroeuret.m:nt of "tires" 
for trucks was rcquest-ed ard as a result tubeless 
tires were received, It woul,- appoar that 
tubeless tiros were shippu,: in those instances 
where "tires with Tubes" wr.re not specified in 
Pio/Cs . Procurement of tub,..less tires for the 
interior parts of Brazil would in,-]icate apparent 
lack of unr'rstanding an(i knowledge as to road 
conditions non-existence of a:!oquate repair 
shops for this itm, etc. by t.- aut;horized 
procurement agent. The purchase of regular tires
 
with tubes would have been more practical and
 
the PIO/C, should have been specific in this
 
re spe ct. 
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2) Vehicles with tubeless tires currently in use
 
are reportedly creating serious problems as
 
to maintenance, repairs and general usage
 
(per information from Chiefs of Sectors and
 
CEM 	Engineers). It is generally known that
 
roads in the Northeast as well as other parts

of Brazil are rather poor and only from 1 to
 
21 are paved. Other roads are largely dirt
 
and only a few are considered all-weather.
 

3) 	 After receipt of such vehicles in Recife, the
 
Chief, CEM Transport Division attempted to
 
remedy the situation by making some technical
 
alterations on the whcels, or placing tubes
 
inside the tubeless tires. Howsvor, due to the
 
cost involved and non-availaoility of C71 cam­
paign funds, complete alterations for all
 
vehicles could not be made and the problem
 
still exists.
 

USOM-Auditor, s Comment
 

It is believed that the Mission., ICA/W and GSA wore
 
lax 	in handling this procurement matter in that
 
ad3equate review of commodity requirements and data were
 
not 	performed before documents (PIO/Cs) wore released 
for 	procurement action, Mistakes of this nature
 
besides creating Linnocessary o-,e'ational problems and 
additional expenses for both ICA and the Host Country. 
reflect most unfavorably against 117S. Government oper­
ations as to planning and sufficient understanding of 
actual program rc quircm.,.nts in Brazil. 

b. 	Procurement of Vehicles
 

1) 	Heavy duty trucks wore procured (PIO/C 80207)
by GSAi/W consisting of 7 Studc.bakcr trucks 
Modol 1i E.A0B. 6 tons, (6 scheduloed for Recife, 
one 	for Sao Paulo), and onc R0 'WHITE truck, 
Model C L02C, 10 tons (sch,.dulcd for Recife).
In reviewing the PI0/C workshcet and related 
PI0/C in H. & S. Division, thosu vhicles were 
ordered as "Chevrolet or equivalent". The 
order was placed in August 1958, the vehicles 
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were received during the period December 1958
 
and February 1959. Note: The principal makes
 
of vehicles (USA man!u-f'a-tured) in Brazil are
 
Ford or Chevrolet.
 

2) 	The six Studebaker trucks received in Recife were
 
distributed to Ccara, Rio Grandeo do Norte, Pa­
ra{ba, and the one REQ WHITE truck was retained
 
for use in Recife. The Studebaker trucks and
 
the onc RE0 WHITE truck, according to Sector
 
Chiefs, wore creating serious operating and main­
tenance problems. The most bitter complaint came
 
from Ceara, since these trucks were used in long
 
distance and heavy hauling, and. were normally
 
loaded with insecticide supplies. The scarcity
 
and general lack of qualified mechanics for
 
such makes (manufacture) of vehiilc;s, together

with the lack of spar-. parts, have rendered 
these vehicles in orrattv.c for some periods of 
time (See Airgram TOICA A-1501, dated April 10, 
1959. regarding spare parts). 

3) 	Twenty-two (22) heavy duty trucks were ordered on 
PIO/C 90098 as "Chevrolet Ford or equivalent or 
International Harvester". International Harvester
 
trucks wore re.-ceived.
 

USOM-Auditor' s Comment
 

In view of the lack of Droper facilities for both Stude­
baker andi ThEO WHITE trucks (and apparently International 
Harve-ster outside of principal cities of Brazil) for 
normal and major renairs general maintenance and servic­
ing it is believed that thM--lission's acceptance of 
these vehicles in lieu of a standard make of vehicles 
as stated on the PIO/C as the first or second preference, 
was in error and did not give due consideration to the 
inadequacy of vehicle facilities in Brazil. Procurement 
of equipment not suitablu to the Host C.,untry for their 
present, future an] continual use in the lalaria program 
appears to be a lack of realistic planning and under­
standing of the project requirements and usage of the 
equipment involved. 
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Recommendation
 

It is recommended that
 

a. 	The Mission 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 Office should amend USOM M.O. BRA-1021.1
 
covering in part the preparation and processing of
 
PIO/Cs. and include therein specific divisional and

staff office responsibilities of the Mission, i.e.
 
responsibility of technicians in developing specifi­
cations, responsibility of the Division Chief and
 
Staff Offices in their review and clearance of these
 
documents.
 

b. 	H.& S. Division, in cooperation with CEM Headquarters,

determine whether or not the que.stionable vehicles
 
can be retained in th-eir working areas or should
 
be transferred to other areas or cities of Brazil
 
where maintenance facilities spare parts. etc. 
are
 
more readily available. Moreover, if the Studebaker
 
Trucks and. the REO WHITE trvck are 
to be retained in
 
the Campaign, action be taken by the Mission to
 
insure that needed spare parts are made available
 
(see Par. b. finding above).
 

ACTION OFFICE
 

Exocutivc; Office. USOM (Rcf. a)

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

CEM 	 & SEN Headquarters (Ref. b) 

8. 	Finding
 

Inadequate Program Reporting GOBBetween an1 the Mission 

a. 	The provisions of 1.0 70h.3, Section III, B, 2, f, 
and Section III, C, 6' state that "the Host Country
should submit periodic reports relating to project 
progress, project financing and related matters"
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(Also, see Special Technical Service Agreement,
 
dated May 1953). The auditor was unable to note or
 
identify evidence that these reporting requirements
 
have been observed by, or requested from, the Host
 
Country. In this connection, the auditor observed
 
two memos in H.& S. Division files, prepared by the
 
Malaria Specialists and Technical Engineor, dated
 
February 9, 1960, addressed to the Chief; 17.& S.
 
Division, inquiring on the subject of establishing
 
a regular monthly reporting system between CEM and
 
H.& S. Division. Further, the technicians suggested

that a letter be forwarded to the Executive 
Chief CEM0, on the subject recommending not only 
future reports but prior report data on vehicle main­
tenance and spraying oDerations. A letter was 
received on this subject from the Executive Chief, 
CEM dated May 31 1960, advising that all informa­
tion was available on the subject in his Rio Head­
quartors (CEM). and attached specimon forms used 
throughout the campaign. 

b. 	A review of the reoorting system sabsequent to May 
31, 1960, and the audit cut-off date, i.e., October 
31, 1960, indicates that certain reports and program 
data (field information) are being received occasion­
ally from CEM but these reports do not contain ade­
quate or complete data relative to program progress, 
funding statis and problems, sufficiently for the 
Mission to adequately evaluate the Program. However, 
no reports covring these subjects have been re­
quested or recciveol from SEM (Se ICA Expert Panel 
Report, date January 3, 1960, relative to inade­
quacy of reports aLd Airg-ram TOICA A-1592, dated 
April I!,1960). 

c. 	 Although conterriplatcd by Section III, C, 6, M O. 
70h,3, the Project Agreement does not spell out or 
require the Host Country to submit periodic reports. 
However, this requirement is includd, in Special 
Technical greement between the U.S Government and. 
GOB, dated Mav 1953. Therefore. wh,.ther it was 
planned or anormnistrative oversirht not to incor­
porate this reporting requirment in the Project 
Agreement it may make it difficult for the Mission 
to require the Host Country to furnish reports and.
 
data considered 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 deficiencies and/or weaknesses identi­
fied in the Finding a thru c above, relative to 
Host Country program reporting, with a view toward 
establishing on a 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 adequato rcview and evaluation
 
of the project.
 

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

ACTION OFFICE
 

H.& S. Division, USOM (Ref. a)
 
Program Office, USOM (Ref. a- for coor­

dination)

(Ref. b- action)

CEM & SEMi Hoadquartcrs (Ref. a) 

9. Finding
 

Inadequate Reporting by H.& S. Division, USOM
 

a. Technical Service Activity Reports
 

In reviewing reports published by H.& S. Division,
and the requirements of pertinent N.Os and directives 
on the subject, the following weaknesses and/or
deficiencies were noted as they pertain to the Malaria 
Eradication Project : 
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1) 	Such reports in some instances make no 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 miscellaneous comments, rela­
tive to Malaria, of general information only.
 
No comments, however, were made regarding : (1)

postponement or delay in the program schcdule 
or
 
operation; (2) failure by GOB to make funds
 
availablo to meet prior, current and anticipated

future operating expenses, and. (3) serious prob­
lems relative to excess commodities, delay in
 
customs clearance. shortage of operating staff in
 
various Sectors of CEM, shortage of HI.& S. Divi­
sion Personnel, etc. To the reader these rcports
indicated that everything was fine, all phases of

the program were being carricd out according to 
plans, no program delays and no major problems.
However, known facts inticated the contrary. 
(For example, sac quarterly activity reports for
 
3rd 	 and LIth Quarters - FY.1960). 

2) 	 Tho Quarterly Activity Report for the period July
through Soptember 1960 had not boon forwarded to
 
ICA/W as of January 2!1, 1961. This report was 
due in ICA/W Octebir 20, 1960. The report was 
prepared in draft by Mr. James D. Williams, H.& S. 
Division, and contained, for the first time,
comments relative to sonic of the serious problems 
being encrountored in the program. This draft
 
report, however, did not include the most important
and major preblen%which was and still is serious­
ly affecting the program - lack of GOB funds. 
Note: This draft re.port, however, after beingrevjewed byk the Program Office, was returned to 
H.& 	S. Division for additional data relative to

this and other problems, but was apparently never 
transmitted to ICA/W. 

3) 	The pro-visions of M.0. 1017.1 prescribe, the 
requirements for, and. frequency of, Technical 
Service Reports. Norral USOM distribution being:
copies to Program Office, Controller. Exccutivo 
Office, Reading File, Central Filcs, and H.& S.
 
Division. Inadequate and incomplete distribution
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of these reports was found to exist in Central
 
Files, Program Office and Controller's Office.
 
At the time of the audit the 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 eliminated during a Staff
 
Meeting, on or about December 1960. Failure to
 
obtain clearance and concurrence from the Prcgram
 
Office on these reports is considered a detriment
 
to the program and not in compliance with cited.
 
directives, and further, this procedure does not
 
permit the Program Office to carry out their project
 
responsibilities adequately and as required.
 

USOM-Auditorts Comment
 

1) The incompleteness of reports or the lack of
 
adequate reporting on this project is considered
 
to be a serious Mission management deficiency.

Apparently little or no importance was given
 
this reporting requirement first by the Chief,
 
H.& S. Division, and secondly by USOM Staff
 
Officers who may have reviewed and cleared
 
these reports.
 

2) 	In reviewing the most recent Quarterly Activity
 
Report from H.& S. Division (Oct./Dec. 1960),

transmittcd to ICA/W on 2/8/61, by TOICA A-1501,
 
even though the majority if n-,t all major and
 
serious problems are n-w knr.wn to H.& S. Divi­
sion, the roprrt did not c-ntain any remarks or
 
statements regarding those problems, action 
being taken by USOM, current discussion with 
GOB authorities, the program status, etc., as
 
required by M.O. 1017.1. This report was clear­
ed by the Program Office and the Deputy Director.
 

b. 	Trip Reports
 

An examination 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
tinns and visits performed by various members (other
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than field technicians) 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) field trips were performed by the former
 
Deputy and now Chief, H.& S. Division (some for the
 
stated purpose of Malaria Project evaluation), no trip
 
report was prepared or could be presented to the audi­
tor upon request. The former Chief, H.& S. Division
 
made numerous visits and field trips (more than 20)

without documenting 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 also noted that the former Business
 
Manager (period 3/57 to 3/60) visited field operations
 
in Rio and other cities for the stated purpose of
 
reviewing or checking Malaria Project activity/problems.
 
Only one trip report was made. Therefore, it must be
 
assumed that most of the 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 also be assumed that
 
these conditions, if known and/or detected, were not
 
reported promptly and adequately to the Mission Direc­
tor and Staff Offices in line with the Division Chief's
 
functional and project responsibilities. If such
 
information was furnished, it was nurnished on a verbal
 
basis without being reduced to writing. Such a prac­
tice as identified abcvo. is nnsd ,ed irregular, not 
in the best inter-st of the projoct, nor does it fulfil 
the resp'onsibilities of the project manager (H.& S.
 
Division). Such action or lack of action has contrib­
uted to a groat c.xtent to the unsatisfactory condi­
tions known to exist an' rep, rtod herein. has caused
 
inefficient usc. of U.S. Grvernment funds and reflects 
unfavcrably against the USOM/B in the program and 
administrative areas. (Nctc: The auditor was unable
 
to lccate any ICA or USO diTroctives or instructions 
covering the subject of trip reports).
 

Recommendation
 

It is recommended that
 

a. Technical service and related reports bo prepared
 
promptly and as prescribed. These reports should
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contain comments relative to important problems, de­
velopments, program delays and other matters 
such as
 
insufficient GOB financial coverage, status of proposed
 
or future agreements, etc. Reports should not be
 
prepared which by omission convey the impression that

everything is satisfactory, when actuallyr the facts
 
show the contrary and are known to the Mission.
 
Responsibility for the preparation of these reports

lies primarily with H.& S. Division, however, it is
 
felt that Program Office has certain responsibilities

for evaluating USOM programs and projects and the
 
clearance or review of such reports. (Sce USOM BRA­
230.J, and Section III, M,O. 233.1).
 

b. 1) The lack of or inadequacy of USO11 afministrative pro­
cec'ure and nractices regarding "field trip reporting"
by USOM personnel (as identified in Finding b above)
be studied and evaluated to determine course of action 
to be taken not only to prevent recurronce of such 
irregularities, but to prescribe administrative, super­
visory and reporting rcquirumcnts for Mission projects. 

2) 	The Executive Office develop and issue 
a USOM directive
 
on the subject of "Fiel Visits and Trip Reporting"
outlining its purpose, form.t and general contents of 
such reports to be prepared by Mission personnel.
Such procedure should include anprcpriate divisional 
responsibilities and required US0, distribution.
 

ACTION OFFICE
 

H.& S. Division, USOM (Ref.a & b) 
Executive Office, USOM (Ref.b)
 
Program Office. USOM (Rcf. a & b - for coor­

dination)

Controller, USOM (Ref. b 
- for coor­

dination) 

10. Finding
 

Inadequacy in Field Reporting by Technicians
 

a. 	 Failure to Report Hazardous Conditions Involving ICA-
Financed Commodities 

1) During the Auditors visit to Recife, in August 
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1960, an extremely hazardous condition was noted
 
when explosive and inflammable commodities were
 
being stored together with other commodities.
 
Approximately 100,000 liters of gasoline and
 
18,000 liters of kerosene were stored, beginning
 
the latter part of December 1959, in drums and
 
tins in the Recife warehouse of CEM together with
 
insecticides, xylol triton and vehicles.
 
(Note: This condition was caused by the purchase

cT-asoline and kerosene in large quantities to
 
take advantage of funds available in CEM at that
 
time).
 

2) H.& S. Divisio)n technicians visited this area
 
on January 5, January 18, March 2. an:d May 27, 
1960. A review .-f their trip repo(rts 1.eos not 
show any comment relative to this hazard(ous condi­
tion, although, in a discussion with personnel 
concerned., they wore aware ,.f this matter an(-d
aOdvise-d that they may have ,iscussod it with their 
supervisor. No written cvi Tenco, however, was 
presented to the auditor intlicating that USOM/B 
was aware r.f this conlition rr ha,. brought the 
matter to the attention of CEM authorities and 
recommended corrective actinn. It was not until 
after the USOM-Auditor transmittd a copy of an 
audit memo to the Chief, TH.& S. Division, dated 
August 31, 1960, that the Exocutive Chief, CEM, 
was a3visec1 of this contrition. It should be 
noted that immcdiately upon receipt of this in­
formation the Executive Chief., CEa, issued in­
structions relative to this matt,'.r and the condi­
ti( i was cvrrected without delay. 

b. Inaccurate Data in Field T;.chnician's Trip Reports 

In examining Table 3 of the Technical Report 
prepared by the Malaria Specialist, H.& S. Divi­
sion. dated Juno 9 1960, relative Lo his trip to 
Belem the auditor not2. errors in tho figures re­
ported on the chloroquine pow,-ur consumed in 
Bolem from 1959 to 1ay 1960. Thu figure reporte-d 
was Kgs. 257,137.60 but should have rcal Kgs.
25,713.76. Bascd on the information 1cvelopod by
the auditor from both USOT'I and CEM records, only 

http:25,713.76
http:257,137.60
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7t5 drums, or Kgs. 33,793.20 were received (7)-,5
 
drums of lbs. 100 = lbs. 7h,500 x kg. 0,536 =
 
Kgs. 33,793.20). H.& S. Division has since advised
 
that the amounts reported were correct but that
 
the 	title was mislabled.
 

Recommendation
 

It is recommended that
 

a. 	Technicians be more careful to note and report
 
to USOM abnormal and hazardous conditions in­
volving ICA-financed commodities. Such reports
 
should contain appropriate recommendations.
 

b. 	Executive Office, USOM, issue arpropriate
 
administrative instructions c:)vorinE field trip

reoporting by USOM :icrsonnel. (Snc Recommenda­
tion No. 9 abnvc). (See USC)' /B Staff Notices 
Nos. 196 anC 261, 1960). Alsw the ariministra­
tivo instructions hy the Controller, s1.raft>' 
Office Iuring Fcbruiary 1961, covering "End-Uso 
Observatins and Re rtin by Missinn Personnel" 
be published and enforced,. (Soo ICATO Circ.
 
A-139 dated lO/1/60). 

c. 	 Greater care be ,xerciser by field personnel in 
renorting data of a statistical nature. We 
realize that acc--unting errors of this nature may
be isolated cases, ho.wever, it is pninted out 
that a similar error resulted in the procurement
of considOrable excess of xylol and has caused 
the 	Nissirn c,-ncern an 1 croensc in handling 
the problem of disposing of the excess commodity.
 
(See Finding Nc. 6 above)
 

ACTION OFFICE
 

H.& 	S. Division. USOM (Re'. a & c) 
Executive Office, USOM (Dr.f. b) 
Controllorts Office, USOM (Ref. b - for coor­

dination)
 
Program Office, USOM (Ref. b - for coor­

'ination)
 

http:33,793.20
http:33,793.20
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11. Finding
 

Inadequate Program Evaluation (and Reporting) by USOM
 

a. 
Inadequate Project Evaluation, Appraisal and Report­ing 	by USOM
 

1) 	The Chief, H.& S. Division, has the primary responsi­
bility in performing program evaluation and to render
 
adequate reports concerning the project. Project
evaluation and reporting is an essential aspect of

the direct line or staff responsibility of the Divi­
sion, and is extremely important and necessary in
advising the Mission Director, his staff and ICA/W

as to program progress adequacy and operating

effectiveness (See M.Os 233.1, 310.1 (dated 
11/18/57,

but rescinded 1/6/61), 
an! 	USOM BRA-230-C and USOM 
BRA-310). As cvidenco2 by the findings contained in

this report, nroject evaluation, appraisal and re­
porting by H.& S. Division have not been adequate,

and, as a result, havc contributed to the overall
 
unsatisfactory status of this project. 
Note: In

reviewing correspondence and report files developed

by H.& S. Division, subsequent to the audit cut-off

date, some improvement was ncter 
in this area under

the 	leadership of the present Chiof, H.& S. Division.
 
This action or effort, however, was not in sufficient
time to overcnme prior and currently existing defi­
ciencies.
 

2) 
The 	USOM Program Office functions and responsibili­
ties as they pertain to project evaluation as to
 
progress and project status, 
are 	outlined. in M.O.

233.1 and USOM M.O. BRA-230-J. In reviewing these
 
functional requirements and by comparison to actual
 
functions performed, as evidenced from Mission re­
ports, documents and files to include those prepared

by the Program Office and from a discussion with the

Program Officer, these functions and responsibilities

do not appear to have boen adequat¥ly an3 timely

fulfilled. 
It seems that project coaluation 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 some cases non-existent
 
or did not report actual and true status of the
 
project, this method of project evaluation didl not
 
and could not adequately evaluate the project, and
 
therefore did not fulfil the total responsibility
 
of the Program Office. Our interpretation of above
 
cited directives requires not only evaluation and
 
clearance of reports and documents issued by H.& S.
 
Division, but requires some personal on-sight
 
observation of field projects. Note : The present
 
Program Officer reports that he f-h been unable to
 
carry out even limitc field observation and evalu­
ation due to an insufficient staff fc.r such purposes.
 

b. 	Lack of Evidence in Writing by H.& S. Division to Document
 
and or Report Delays in Proram Prosross, Problems and
 
Operating Deficiencies
 

Little or no recorled (written) evidence for the period
 
covered by this audit was found to exist in the Mission,
 
evidencing that the Chief, H.& S. Division had reported
 
and/or documented known delays in the program or serious
 
operating deficiencies and probloms to the Mission Direc­
tor and other responsible Staff Officer, until the
 
issuance of their Technical Service quarterly report
 
during October 1960. Therefore, in view of this lack
 
of evidence, it must he assumed that these matters, if
 
reported, were reported verbally and were not reduced
 
to writing. A discussion along these lines with the
 
former Business Manager revealod a reluctance on the
 
part of management and technical persnnnel within the
 
Division, during 1958, 1959 tc February 1960, to docu­
ment these matters after they wore reported or brought
 
to the attention of the Chief or Deputy Chief, H.& S.
 
Division, since the Chief, H.& S. Division had not for­
ially requested such action. (See M.O. 233.1; 51h.8; etc.).
 

Recommendation
 

It is recommended that
 

a. 	The responsibilities and functions of the Technical
 
Service Office (H.& S. Division) as to project
 
evaluation, appraisal and reporting be performed
 
and 	carried out as required by reference directives,
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and 	in keeping with the purpose and intent of the
project and ICA requirements. 
These responsibi­
lities include, but are not limited to :
 

1) 
evaluating progress in project implementation

in light of the program objectives;
 

2) 	continually evaluating program objectives and
 
operating effectiveness, and
 

3) 	timely reporting of results of 1) and 2) above,
making appropriate recommendations to improve
or 
overcome project deficiencies and problems.
 

b. 	The Program Office, in coordination with the Office
of the Mission Director and the Executive Office,
review and evaluate the Missionts project report­ing 	and evaluating system with a view toward 
imprcv
ing and assuring that project, program status and
related data are made known to Mission and ICA/W
authorities promptly and timely, and that Mission
personnel are made fully aware 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 (Ref. b - for coor­

dination)
Executive Office, USOM 
 (Ref. b - for coor­
dination)
 

12. Finding
 

Inadequate Survey and Observation of Customs and Unloading
Practices at
Ports by USOM or GOB Porsonnel 
 °
 
Survey and observation of the 
customs and unloading prac­tices at ports for ICA-financed commodities is not believ­ed to have been entirely adequate. 

was 	

Little or no evidence
found in H.& 
S. Division records evidencing that they
had taken proper and continuous action concerning the
excessive ,9olays in 
customs and that the 
customs clearance
problems encountered were timely reported to CEM or other
Brazilian authorities for action. 
It was not until
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February 26. 1960 that H.& 
S. Division forwarded a
letter to the Executive Chief, CE4 reporting those 
cus­toms and unloading problems, outlining a suggested

system to be followed in handling future shipments an(,

unloacing operations. In addition, this letter out­lined the procer~uro to be used in processing insurance

claims. On March 28, 1960 
CEM replie-1 that up to that
time CEM had no 
concrete criteria or procedure to be
followed in handling such matters and would therefore

follow H.& S. Divisions advice in those areas.
 

USOM-Auitor' s Comment 

It is 1.-olieve,1 that the responsibility for proper survey
and obsurvation of ICA-financed commodities at ports,

which includle customs clearance, handling, unlnading,
determinin2- of 'amages and losscs, etc., 
rests primarily

with CE,! (or SDI), assisted by H.& S. Division whro
 necessary. 
This does not moan hrwovr that these fnc­tions will be performed entirely by GOB personnel, since
it is the Mission responsibilityT to "11, v1-the-way, , 
cooperate and wr rk with the Brazilian aie':cnoi.s involv­ed to insure adequacy rf the andsystem assist in elimi­nating known problems. It seems that from the time
initial shipments arrived, during late 191,8 until Febru­ary 1960, the rIissionls counterpart -)r[anizatinns, CEM
anj SEM, wore left without propcr Lui ',ance and 
instruc­tions on th(ese matters by the Mission. 

Recnmmenation
 

It is recmmonn'o-7 that 

Actio.n be taken by H.& 
S. Division, in coord-ination

with CEM an, SE1, 
 to insure that adequate unloading pro­codures and nractices are followed at 
all -orts receiv­inLg rroject commodities; that improper unla.-ling orhanr'linC practices noted be reported promptly t, properauthorities in writing with recommon,l.'.c. corrective
actio-n, as apnropriato; and 
that in o)rder to establish
 
a contr,)l over this ,poration, and, to insure thatcommoalty unloading an: "lock practices are obs,_ive?.,
surveye,- and reported, an"activity }:rek" -r thr typerf fficial rc.c.rd be maintained by the various CEM
and SEN offices (those Sector Offices responsible f-rreceipts at Ports), subsequently repcrting"in summaryform such .ata, prollcms, etc., to CEN Head­or SEM 
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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-Financei Commodities
 

a. 	The provisions of M.O. 70%.4, ,atc 0 April 4, 1956 
(recently superso(er by 754.6 of July 1, 1960),
rproscrie:o'1 the requirements for arrival accounting
an-1 reporting fr project type ICA-financed cnmmodi­
ties. These requirements have n:t been adequately
carried- out with respect to Malaria project cornmoi­
ties, alth mgh the previous Busine:ss ManagC{r a-visoA 
the Ccntroller rluring 1959 and carly 1960 that an 
arequate arrival accounting and re.po'rting systcn for 
commodities was in effect, beilinnin: with the initial
 

comm' 7ities 
evaluatine H.& S. Division's r(c, rs refrru-! to 
receipt cf 4 in 1958. in revi*wing an," 

as 
,,commo-,itv arrival accounting an' r'n-)rtin,", these 
rec-r<s wic, f-un' tr) be incomplctc, onerally un­
satisfactory an,' Kil not meet the roquiroments of 
cite ,T. 0. ncr 'idI they servo the purpose for which 
inten.,-. This unsatisfactory conliti-o n was noted 
by the latest Business Manager, H.& S. Division, andin c.-llabratin with the Controller anr' USOMAuditor, 
a system was <evelopod for ccmmo:ity 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 be 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.O. 704 .4 par. D & E, Section VII, the USOM Control­
ler verbally requested on several occasions from the
 
Business Manager, 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 Controller's Office as required. Requested re­
ports and/or data were never furnished, oven 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. (See M.O.
 
232.1, Section IV.) Note: TOICA Ar1380, dated
 
3/20/59, USOM/B advise CA/W that certain project

Managers would be requested to commence arrival re­
porting per M.O. 704.4. TOICA A-1722, dated 5/10/59,

USOM/B advised ICA/W that Arrival Report forms were
 
devised and. transmitted to divisions for their use.
 

c. 	Even after the arrival and accounting reports and
 
related data were prepared by H.& S. Division
 
during late 1960 difficulty and delay were encoun­
tered by the Controller in obtaining required
 
copies of these documents. initially the Chief,
 
H.& S. Division, refused to release a copy to the
 
Controller. Eventually, and after considerable
 
discussions, which reduced the value of the reports

due to their age, they wore released and forwarded
 
to the Controller.
 

d. 	Above referenced M.O. 704.4, has been superseded

by MoO. 75h.6 dated July 1, 1960, which indicates
 
that in the future formal arrival accounting "per

se" is not required for project type assistance.
 
This M.O. does not, however, eliminate the require­
ment and need for a practical and adequate commodity

accounting and reporting system for project type

commodities, from which commodity control, commodity
 
management and utilization, evaluation and report­
ing'can bo effectively performed.
 

e. With reference to the commodity arrival accounting

system installed during Juno 1960 (which includes
 
the use of Receiving and Inspection Reports, Customs
 
Arrival Notices, etc.), this system has not been
 
maintained on an adequate and current basis since
 
the 	departure of the Business Manager during Novem­
ber 1960 to include the then established reporting
 
requirements.
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f. 
M.O. 70b .4, Section V, contemplates that the cooper­ating government will perform much of the detailed
 
aspects of commodity accounting for arrivals as 
it
is 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 a 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 attempted to establish within the Mission
adequate commodity arrival accounting and reporting-

The Missionts 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 coopera­tion and general failure to comply with existing

regulatory requirements is a result of 
a lack of

knowledge and understanding of commodity accounting

requirements and their usefulness to management.
 

Recommendation
 

It is recommended that :
 

a. Since arrival accounting records as 
of July 1,
1960, are no longer required "per se" yet it is
agreed that some 
form of commodity accounting and
reporting is required by the Mission and should be

continued to : 1) verify commodities received against
payment made (Controllers Office); 2) to control and
handle insurance claims for losses and damages (H.& 
S.
Division, CEM or SEM); 3) to insure adequate and
timely clearance throughCustoms (H.& S. Division, CEM
 or SEM), and b) to provide commodity and financial
control over ICA-financed commodities (H.& 
S. Division,

CEM or SEM). Therefore, the commodity accounting and
reporting system installed in H.& 
S. Division during

mid-year 1960, be continued and maintained on a
 current basis. 
 Copies of all documents and summary
reports prepared be promptly furnished the USOM
 



AUDIT REPORT No. 3-61 
 Page 56 
5.17.61 

Controller. (See M.O. 232.1) (Ref. pars. a thru c,
 
Finding above).
 

b. 	USOM/B continue the commodity arrival/accounting
 
system that was established during mid-year 1960 and
 
give strong consideration to have the Host Country

perform all basic requirements of commodity arrival/

accounting, under the guidance and supervision of
 
H.& 	S. Division personnel, as contemplated by cited
 
M.O. Such arrangement or agreomont be reduced to
 
writing (letter of understanding) in the form of
 
instructions and procedures to include desired
 
reporting requirements. Under these arrangements
 
periodic reports should be furnished tr, H.& S. Divi­
sion to serve as a basis for determining adequacy of
 
GOB accounting and reporting, whether any further
 
commodity control requirement is needed, and to
 
provide operating information on commodities as to
 
project progress and problems. (See M.0. 704.3, par.

C, Section III; M.O. 754.6, and M.0. 232.1, Section
 
IV, par. A). (Ref. pars. d to f, Finding above).

(Also see Finding No. 8 above).
 

ACTION OFFICE
 

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

14. Finding
 

Inadequate Procurement Documentation, Inaccurate Prices
 
and Lack of Reconciliation on ICAvFinanced Commodities
 

a. 	Inadequate Documentation Concerning Shipments of
 
Commodities
 

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

H.& S. Division, as well as in the Controller's Office,

concerning shipments of ICA-financeO commodities.
 
This is a common problem in USOM/B and causes un­
necessary difficulties and delays in handling and/or

clearing commodities from customs. Also, this lack

of complete documentation has made it more difficult
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for H.& 
S. Division to establish and maintain proper
control over receipts and to prepare 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 receive.d, the
auditor was unable to note or locate sufficient

evidence indicating that USOM/B, and particularly

H.& 
S. Division, had actually rccognized the problem
and took necessary action to improve or correct the

condition.
 

b. Lack of Reconciliation Between PIO/cs, Purchase Or­ders and Related Documents Against Commodities Re­
ceived - H.& S. Division
 

Adequate or complete reconciliation and verification
between commodities ordered (PIO/Cs, Purchase Orders,
etc.) agairst commodities received has not been made.
The purpose of such reconciliation would be 
to as­certain that procurement by GSA/W was 
in accordance
with established PIO/Cs and project needs 
as to
quality as well as quantity. Incomplete documenta­tion from GSA/W (see 
a above) has complicated this
procurement reconciliation due to missing documents

(i.e, purchase orders, contracts, etc.).
 

c. Inaccurate Prices Shown on Receiving Reports, End-
Use Reports, and Control Sheets Prepared by H.& 
S.

Division, Covering 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 etc., 
on procurement, the landed
 cost of commodities appearing on 
subject documents
prepared by H.& 
S. Division, in many instances, does
not reflect actual or total landed cost. 
 (For
example, chloroquine, one 
of the most expensive commrod
itios procured, as compared with DDT 75%, which ij
one of the less expensive items, insurance, freight,
etc., was calculated by H.& S. Division at an ap­
proximate charge of 25% of FOB or FAS cost). 
In
checking those values against the accounts records,

Controller's Office, it 
was noted that freight,
insurance, etc., 
do not exceed 10' 
of FOB or FAS to
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cost. Such differences are not believed to be the
fault of the H.& 
S. Division personnel, but are 
due
primarily to lack of complete procurement documents
and financial data available.
 

Recommendation
 

It is recommended that 
:
 

a. 
The problem relative to incomplete documentation,
which involved copies of purchase orders, contracts.,
bills of lading, advance packing list, shipping
documents, etc. 
 (See M.O. 11)45., page 7, SectionIV), bethoroughly examined by the ExccutivQ Office,
in coordination with H.& 
S. Division and Control­ler's Officoto determine the type of documents
that are currently missing and/or received too
late to be of any value, with a view toward: 1)
identifying missing and/or incomplete documents;
2) determine appropriate source of such documents
and possible mail distribution irregularities
within USOM, and 3) give consideration to establish­
ing an 
internal operating procedure within the
Mission to identify type of documents involved,

their use and distribution.
 
Note: 
 Since project commodities involved are 
nor­mally handled by SESP 
(customs clearance, etc.)
it will be necessary that the Mission work closely
with the agency in determining causes 
of the prob­lems and pertinent solutions thereto.
 

b. Action be taken by H.& 
S. Division to review and
reconcile commodities received against those 
or­dered as shown on 
the PIO/Cs, purchase orders 
or
contracts. 
 This reconciliation can 
only be ac­complished adequately and provide desirable
results if H.& S. Division files contain required
procurement documents. (See M.O. ll)5.J, pago 7). 

c. H.& S. Division obtain and use 
the correct compu­tation of landed 
costs of commodities to the
extent 
that may be available. 
 Care and accuracy
in establishing and using correct prices and values
relating to commodities can not be 
over stressed,
sinco claims to Host Country, insurance claims
and financial reporting, both internal and external,
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are based on such information. Further, this
 
information is used.by the Accounts Unit, Control­
ler's Office 
to verify and check value of commodi­
ties received (per H.& S. Division) against advice

of charges received - payments (per GSA/W) and to

control overall project expenditures.
 

ACTION OFFICE
 

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

Executive Office, USOM (Ref. a)
Controller, USOM (Ref. a)
 

15. Finding
 

Inadequate Project and Administrative Files in H.& 
S. Divi­
sion
 

During the early phase of the audit, considerable difficul­ty and unnecessary loss of audit time were encountered as
 
a result of the unsatisfactory condition and incomplete­
ness of administrative and project files found to exist
in H.& S. Division. A centrally locatcd and efficient

filing system was not utilized or in effect. 
 This defi­ciency was brought about apparently since personnel of
the Division, assigned to this project, worked in various

offices in Rio, each maintaining their own separato file
of documents, (Note: This condition was made known toChief H.& S. DivisiHon, during the audit and soim improve­
ment was noted by centralizing and bringing together

project and related administrative records under a central

filing system). It seems that the latoetBusinoss Manager
found this condition to 
exist in the records and files
 
maintained for both SESP and other USOM H.& 
S. Division
projects. The SESP records were put in go6d order but
time did not permit tn correct and systemize other H.& S.

Division records, before he departed the Mission during

November 1960. 
 (Soc M.O. 520.1).
 

Recommendation
 

It is rccommendc i that
 

A systematic and adequate record filing svstem be installed
in thr. H.& S. Division not only for subject and related
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administrative files, but for all Division records main­tained. 
This filing pystem should include a simple but
effective index, published and made available for ready
reference as contemplated by cited M.O.
 

ACTION OFFICE
 

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

16. 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 cam­paign has resulted in a number of press releases
criticizing USOMTs efforts in the campaign. 
There
have been a number of press releases on the subject,
but the most serious article is believed to be the
one contained in the "Jornal do Brasil", Rio, on May
23, 1960. 
 This press release referred to the large
number nf "unused trucks" stored in an 
open lot (Rua
Ana Neri) in Rio, 
some of which had been there 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 the Mission should have report­ed this commodity problem to the GOB Point IV Coor­dinator during the early part of the campaign (late
1959 and early 1960) when commodities were being
received in large quantities and were in excess to
the then known requirements of the program. 
The
Mission could have used this opportunity (excess
commodity problem data) to emphasize and point out
to GOB authorities the seriousness of the GOB fund­ing problem, thereby using such an occasion and
information as an advantage to the Point IV program

rather than a disadvantage.
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Local Press Release
b. on Use of Treated Salt in Bol6m
 

On July 30, 1960 there appeared in the local news­paper in Belem("FOLHA DO NORTE") 
a reported state­ment from a local physician who warned the popula­tion that the use 
of chloroquinatod salt was 
cre­ating serious therapeutic problems. 
The Sector
Chief also a physician, contacted 
the local physi­cian, and, as a result of this moeting, the local press was given another statement by the local
physician advising that his previous comments weresomewhat misinterpreted by the press and only after
further research and study in the use 
of treatedsalt ccul7! it be determined that such salt does or
does not create side-uffocts or therapeutic problems,
 
c. Inaduquato Publicity (Propagan ,a) on Malaria Eradi­

-cation Involving ICAFinar;ce CorlmmJities 

Inadequate and so motiimes out -,f ate propaganda wasnoted in Areasthe where the car,-paign. is in opera­tion, (See Attachment No. "I"),which includes boththe Federal and the State of S~o Paulo program.
The posters, placards and pamphlets distributed
 appear to be out of date and do not portray oridentify the overall cbjoctives and magnitude of
the campaign. 
 In addit cn, the contribution to the
campaign by the U.S. Govrnment in the form of 
com­modities is not believed tc be sufficiently publi­
cized.
 

Recommen; ation 

It is reccmmen(lc that: 

a. The Mission. in coordination with USIS and GOB,evaluate the publicity (propaganda) given to
the Malaria program in Brazil to insure thatthe purpose, intent , cost,effect, benefit,etc. , be made known to the people .of Brazil, andthat the U.S. Government contribution to theprogram is also made known and appropriately
publicized. Information Hedia to bo used should
include, as appropriate, posters, placards,

pamphlets and possibly Radio and TV coverage. 
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b. 	CEM Headquarters, in coordination with USOM,
 
evaluate and reassess the publicity given to
 
the populace concerning the use and benefits
 
of treated salt.
 

ACTION OFFICE
 

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

CEM Headquarters (Ref. a & b)

SEM Headquarters (Ref. a)

Program Office, USOM (Rof. a - for coor­

dination)

Office of Mission Director (Rof. a & b - for
 

coordination)
 

17. Finding
 

a. 	 Inadequate End-Use, Audit and Review by USOM/B During

Early Phase of Project Implementation
 

The provisions of M.O. 704.3, Section C Par. 8, sug­
gest that to assure timely detection and correction
 
of operating and program weaknesses and deficiencies,
 
audit and review of projects be initiated as early as
 
possible, after the starting of a project. 
Also, one
 
of the basic responsibilities .f the Mission Control­
ler, as outlinec' in M.0. 797.1, is thu supervision

of the program of review and observation of ICA­
financed activity, which include responsibility for
 
arranging for the issuance of cnd-use reports, re­
ports of survey, reports of audit etc. In a memo note,

dated 3/5/58, from the USOM Executive Officer to the
 
Chief, H.& S. Division, subject: Staffing Malaria
 
project, it is mentioned that thc Acting Controller
 
had advised that the Mission was recruiting an ade­
quate staff to perform required ond-use observations
 
and 	inspection on an 
overall Mission basis. The
 
first auditor (American) arrived for duty on July 23,

1959, however initial end-use observations for this
 
project did not begin until late July 1960. 
 Formal
 
audit of the project began during August 1960 although

it was initially scheduled for April 1960. 
 Earlier audit
 
and end-use observations by the Controller staff
 

1
woul, have assisted in bringing to light for immediate
 
attention and/or action, many of the deficiencies and
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program weaknesses noted and reported herein, beforo
 
they become too serious and resulted in unnecessary
 
loss to the U.S. Government.
 

USOM-Auditor's 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.& S. Division and/or Program Office. Project
 
assessmentand 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
 
FTles
 

M.O. 758.1, Section I; General C, enumerates the
 
documents which will be forwarded by GSA/W to the
 
USOM Controller, which arc: copies 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 respect to PI0/Cs issued
 
and to form the basis of subsequent adjustment of
 
obligations and sub-obligations. The auditor did not
 
locate a complete sOt of cited documents in the
 
Accounts Unit, Controllcrs Office, particularly for
 
FY.1958 and FY.1959 Pio/C's. This situation was
 
improved for 71Y.1960, but was not considered entirely

adequate to provide the required documentation from
 
which the Controller can effectively perform the
 
required accounting functions.
 

c. 	Audit of Malaria Project Vouchers - Controllcrs Office
 

1) 	M.O. 232.1 provides a broad outline of the USOM
 
Controller function and responsibilities. Section
 
IV, cited M.0., covers the responsibility of
 
voucher audit in respect of project type commodi­
ties, adequacy of controls and procedures, etc.
 
M.O. 758.1 proscribes the accounting procedure for
 
GSA/W procurement in respect of payment processing
 
only. Section II A, M.O. 758.1 states that the
 
USOM Controller is exempted from waiting for
 
physical evidence of receipt of commodities since
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payment by USOM is made upon receipt of invoice 
from GSA/W and verification of receipt of commodi­
ties should be made by verifying payments of com­
modities against the Recevin and In spection 
Reports furnished by (H.& S. Division) USOM. The 
auditor 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 reconciliation and
 
determine that commodities paid for have been
 
received. Such reconciliation was made as of
 
October 31, 1960. This accounting verification
 
and reconciliation is considered a routine account­
ing requirement of the Controller's Office and
 
should be performed on . regular basis.
 

2) 	M.O. 758.1 further stipulates in Section VI, that 
in the evcnt billings arc incomplete and require 
adjustments, th USOM should refer such items to 
GSA/W. In a selcctive check of paid vouchers for 
commodities receivd, the auditor disclosed numerous 
cases of freight charges paid. (Sue attachmont No. 
"C") based on ostimatos established by GSA/W, and 
filed by the Accounts Unit, Controllor's Office, 
without any indication or refGrence that adjustments
thereto were recJivd from. GSA/W or requested by 
the Controller's Office. Some PIO/Cs with estimated
 
freight charges have been closed since commodities
 
ordered have been received. The fact that GSA/W

did not send an adjustment to those estimated
 
freight charges (i.c., statements of actual freight
 
charges), does not exempt the USOM Controller from
 
taking desired. action to obtain actual freight
 
charges before closing a PIO/C. Note: Section
 
III, B, M.O. 758.1 states that ocean-7.rcight charges

will generally be ccvercl by a separate GSA/W
 
billing.
 

Recommendation
 

It is recommended that
 

a. 	The provisions of M.O. 704.3, in respect to
 
end-use observations, be enforced as a normal
 
and continuous program by the USOM Controller's
 



AUDIT REPORT No. 3-61 
 Page 	65
 
5.17.61
 

Office, in order to observe and evaluate the
 
effectiveness and use of ICA-financed commodi­
ties. Audits should be performed on a regular

and timely basis in accordance with the purpose

and intent of cited M.O. In order to carry
out the above requirements, every effort should
 
be made by the Mission to provide the Control­
ler with an adequate audit staff, to include
 
bot' American and local personnel.
 

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

c. 1) The Accounts Unit, Controller's Office,
establish a routine system of verifying 
and reconciling 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 these docu­
ments indicating such action, i.e. show 
USOM/B Receiving Report number on the 
USOM/B Voucher, and the Bureau Voucher 
number on the Receiving Report. 

2) The USOM Controller request from GSA/W
(or ICA/W, as appropriate) a statement of 
actual freight charges paid against each 
PIO/C. (See Attachment No. "C"). Such 
charges should be posted or used to correct 
noted differences between actual and esti­
mated charges. PIO/C's closed in the 
future, based on estimated freight charges,
be controlled (cr annotated) within the 
Accounts Unit, to insure that, to the 
extent practicable, actual and accurate 
freight charges are used. 

ACTION OFFICE
 

Controller's Office, USOM (Ref. a, b & c)

Executive Office, USOM 
 (Ref. b - for coor­

dination)
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18. Finding
 

Failure by USOM/B to Forward Unsatisfactory End-Use Re­
ports to Host Country 

In addition to the selective end-use observations perform­
ed by the USOM-Audit Staff during this audit, the latest
 
Business Manager, H.& S. Division, assisted by the two
 
assigned Malaria Specialists, performed a rather extensive
 
end-use observation program on commodities furnished
 
under this project, during August thru November 1960.
 
Although regular end-use observation is the responsibility

of the USOM Controller, it was agreed, between the Chief,
 
H.& S. Division and Controller, in June 1960, that, in
 
view of the urgent need for early and adequate end-use
 
coverage, and since the Controller was not staffed to carry
 
out this responsibility at that time, the Business Manag­
er, H.& S. Division, would perform the initial end-use
 
coverage. This arrangement was carried out as planned,
 
reports wore developed, and the data and. facts contained
 
in these reports have accomplished much in bringing to
 
light and to the attention of the Mission Director, the
 
magnitude and seriousness of the deficiencies and problems
 
involved in the Malaria project. Howover, oven though

these reports were prepared, including appropriate letters
 
of transmittal (date Sept. 6, 1960), the unsatisfactory
 
reports were not submitted to the Mission Director for
 
action and decision as to transmission to the Host Counw
 
try, as required by M.O. 797.1.
 

Recommendation
 

It is recommended that
 

All unsatisfactory end-use reports prepared in the past
 
or in the future by the H.& S. Division or the Controller
 
Audit Section should be forwarded to the Controller as
 
soon as possible. Controller should forward all "un­
satisfactory" end-use reports to the Mission Director
 
with appropriate recmmendations. The Mission Director
 
or his designee should make final evaluation and determine
 
official action to be taken. The above procedures are
 
in accordance with the cited M.O.
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ACTION OFFICE 

H.& S. Division, USOM 
Controller's Office, USOM
 
Office of Mission Director
 

19. Finding
 

Marking - Lack of Display of ICA Emblem on Vehicles
 

a. Regulation I, Art. 201.12 (A), stipulates that all
 
commodities and their shipping containers furnished
 
to cooperating countries under ICAvfinancing, whether
 
from United States or other country, must carry the
 
ICA Emblem designed for the purpose. M.0. 1173.2,
 
Section VIII, A, stipulates that the use of joint

emblems, i.e., emblems which show the full ICA Emblem
 
together with the national symbols of the cooperating
 
country, is also encouraged, provided that the ICA
 
Emblem is not altered in contents, colors or propor­
tions.
 

b. It was observed that all the vehicles: procured through

ICA-financing and operating in Areas III A, III B and 
V, i.e., 623 vehicles, have affixed thereto a Malaria 
emblem only, the ICA Emblem having boon removed, which 
violates above cited directives. We also observed 
that the Malaria vehicles, used in the State of Sao 
Paulo, as well as in Belem, State of Para, display
both the ICA and Malaria Emblems, and such display

reportedly did not produce any antag<rnistic or adverse
 
reaction. Note: No evidence could be located in the
 
Mission indicating that the use of the Malaria emblem
 
only had boon approved by the Mission Director (See

M.O. 1173.2, Section V, E, also ICA/W Draft Audit
 
Report, page 28 (a), dated May 14, 1960).
 

RecommendatioD
 

It is recommended that :
 

In view of this violation of cited directives coceorn­
ing the marking on ICA-financed commodities, prompt

action be taken by the Mission to enforce the mandatory

requirements on the use of emblems 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
 
approved Emblem. (See instructions contained in
 
Attachment No. "B", M.O. 1173.2, Sections II, 
B and
 
II, C, concerning trucks, jeeps, station wagons and
 
passenger cars).
 

ACTION OFFICE 

H.& S. Division, USOM
 
Program Office, USOM (For coordination)

Executive Office, USOM(For coordination)

CEM Headquarters
 

20. Finding
 

Inadequate Insurance Claim System Covering ICA-Financed
Commodities 

a. Adequate Insurance Claim Coverage Not in Effect 
-
Loss of Claims
 

Two important insurance claims wera filed by the
 
Business Manager, H.& S. Division, in late November 
1959, for approximately Cr$ 637.60,00 and 
Cr$ 475.44LI,00. However, a system of insurance claim 
processing and reporting was not established in H.& S. 
Division, USOM or in CEM, until February 9, 1960.
 
Further, claims were never filed for a number of
 
shipments involving damages and losses. Failure to
 
take such action has resulted in a financial loss to
 
the program. In reviewing the stock cards in Recife
 
and Curitiba covering insecticides DDT 75%, insurance
 
claims were not processed for the f-llowing shipments:
 

PIOC. 80131 
90097 

5 
6 

drums (loss or damage) 
" 

$ 1l.00 
181.00 

Recife 
" 

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

495 drums f1,505.00 approx. 
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Note: In reviewing the 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 appear to be
taking appropriate action on claims brought to their
 
attention.
 

b. Loss of Insurance Claim - State of ParanA
 

On April 27 1960, 2,6o drums of DDT 75% 
were received

in Paranagua, against PIo/C 00056. 
Of this number,
36 drums sustained damages and losses (estimated 950
 
lbs.) 
during the unloading operation. The CEM Office
in Curitiba imme('iately reported the matter to the CEM
Executive Office, Rio, advising that the Insurance

representative was willing to accept a claim for this
loss. 
By telegram dated Mqy 28, 1960 CEM Executive
 
Office instructed the CEM Curitiba not to file a
claim due to the small amount of the loss involved
which only represented approximately li% (or %300.00)

of the total shipment. It woul, appear that an insur­
ance 
claim was in order and shoul/' have boon filed.
 

Recommendation
 

It is rocommendo that :
 

a. 1) H.& S. Division, in coordination with the 
Host Country (CEM or SEM) review the records
of all ohipments received, particularly those 
prior to February 1960, to .'otermine whether 
or nnt there are any shipments which, at this 
late date, can be or shoul be covered by an 
insurance claim. If so, such claim should be 
filee where feasible. 

2) Since all insurance premiums are financed by
ICA for shipments made from U.S. Ports (atthe request of GOB), and since those commo.di­
ties purchased outside the U.S. are to be 
covered by insurance whose premiums are to 
be paid by the Host Country, the present claim
processing system in effect shoulV be thorough­
ly reviewed by H.& S. Division, in coordination 
with the Host Country (CEM and SEM) to insure
adequacy of the total system an,' to prevent
further financial losses to the program. 
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3) With a view toward improving the present

insurance claim system, we suggest that H.&S.
 
Division establish a chronological insurance
 
claim control lodger containing therein
 
appropriate data, status and follow-up in­
formation as may be required.
 

4) To insure that future claims are initiated
 
promptly and are adequately administered, 
H.& S. Division develop and issue appropriate
administrative instructions (-n the subject

far guilance to all concerned. 

5) After Pars. 1) through 4) above have been
 
adequately carried out, we strongly suggest

that the entire insurance program, to include
 
the establishing and filing of claims, main­
tenance of claims records, status and follew­
up actions, etc., be turned over to OEM and
 
SEM as scon as possible. H.& S. Division,
 
USOM, would then monitor the system through

personal spot checks and reports from CEM
 
and. SEM 

b. In the futuro, insuranco claims should bu filed
 
promptly to cover such losses .'r damages. If the
 
value of the loss 
or damage is to be considered
 
in Ocotormining whether er not a claim is 
to be
 
filed, such values.., costs or percentage, etc.,

shoulr? be established in writing by H.& S. Divi­
sion, in coordination with CEM and SE, thus 
providing a uniform policy in handling insurance
 
claims.
 

ACTION OFFICE
 

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

21. Finding
 

Marine Insurance Financing
 

a. 
M.0. 1175.1, Section 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, ani
 

2) The commodity is purchased in the United States.

(This renders 
ocean Marine Insurance premiums 
on
ICA-financed shipments procured outside the United
States ineligible for financing with ICA funds).
 

It 
was noted that GSA/11 purchased insurance coverage
on 2 shipments of chloroquine powder from Imperial
Chemical Industries, England. 
It would appear that
these insurance premiums should have been paid by GOB
(the port of shipment was Liverpool, England). 
 Exam­ples noted are as follows:
 

PIOC. No. 80175 
- s.s HUBERT - 120 drums chlorcquine:

arrived Belem October 10, 1958. (See

USOM Arrival Report No. 26/58);

Centenial Insurance Company of New
York, Policy No. 226253; Premium paid

by GSA/IW 234.15.
 

- s.s HUBERT b
L9 drums chloroquine;

arrived Belem October 10, 1958. (See
USOM Arrival Ropcrt No. 26/58);

Jefferson Insurance Company of Now

York, Policy No. 79131; Premium paid

by GSA/W 8 83.66.
 

Note : Corrective action appears to have been taken by
T=Mission and ICA/W to insure that for future shipments
from free-world ports, other than U.S.A., insurance
premiums are to be financed by the Host Country.
 
b. 
The 	Malaria Eradication Campaign(CEM) received 13 
a-­ditional shipments of chloroquine in Belem; only 1 was
partially insured by GOB (i.e., 
shipment of 
W5 	drums
with only 300 drums coveroi1 by insurance).
ment was One ship­received in Rio without any insurance coverage.
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Recommendation
 

It is recommended that :
 

a. 
In order to insure that all ICA procurements are
 
adequately covered by Marine insurance, which is
 
the expressed desire of the Host Country (for
 
example, see Special Instructions on Insurance on
 
each PIG/C), it is necessary that H.& S. Division
 
USOM/B and CEM or SEM, GOB be furnished (by GSA/W

or appropriate procurements agencies) complete
 
data as to contract awards, scheduled dates of
 
shipments, quantity involved, cost, name of the
 
carrier, etc., to be used in obtaining insurance
 
coverage.
 

b. Since the Host Country is required to pay insurance
 
premiums involving shipments from free-world ports,

other than U.S.A., it is necessary that H.& S.
 
Division, USOM/B work closely with GOB authorities
 
(CEM and SEM), with a view toward insuring that
 
the insurance matter is adequately handled.
 

ACTION OFFICE
 

ICA/W and/or GSA/W (Ref. a)

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

CO4 and SEM Headquarters (Ref. a & b)
 

22. Finding
 

ICA-Financod Commodities in Excess of Current Program

Requirements
 

The following are examples of excesses of commodities
 
noted.
 

a. Vehicles in Rio
 

In OEM, AREA V, a total of 324 vehicles had been
 
received. Of this. number, only 32 were in service
 
as follows :
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In Service 
Not Used Yet Total 
Garage Rio de Janeiro ..... 220U 
 234
Parana-Curitiba 
........... 
 16 
 50 66
Santa Catarina-Joinvillo... 
 2 
 22 
 2.
 

32 
 292 
 324
 
(Note: 
 See Attachment No. "F" for additional details.
ATiSO see Finding No. 16).
 

1) In Rio, Rua Ana Neri No. 1029. 220 vehicles (some
of which have been unused and in storage over 12months) are 
stored in the open, without shelter
 or protection, wheels are 
not blocked for long
time storage protection, the climate and tropical
weather conditions are 
causing deterioration, rust
and damage; some vehicles (Jeeps) do not have tops
(canvas) to protect the interior; parts and ac­cessories are expcsed to theft 
- some are missinL;.
 
2) The ICA Emblem is not shown on any of the vehicles.


The Malaria Emblem (CEM) is use , 
on srme. The
Ford Selan used by the Chief of DNTERu "dosnot

have any emblem. 

3) Workshops for vehicle maintenance in Rio are 
inadequate. 

4) Vehicles sent tr Gastal S.A., Rie, on July 12,1960, for the first revision and reolacoment of
stolen and missing parts, have not been returned
 
to CEM Rio, as of December 6. 1960.
 

5) 
Vehicles are not registered uniformly, vehicles
 are registeredl either under the name 
of "CAMPANHA
DAERRADICAO DA MALARIA", or "MINISTP.RIOSAUDE, CAMPANHA DA ERRADICAQAO DA !MIALARIA, 
DA 
DEPAR-TAMENTO NACIONAL DE ENDEMIAS RURAIS". 

6) Unauthorized use of vehicles was apparent, i.e.
campaign not started yet some 
vehicles had daily
average performance of 120 kms. 
 Campaign vehicles
are soon frequently in Rio, in use during non­
wrrking hours and holidays.
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7) 	Lack of well organized and controlled transport

section in CEM, Rio, is considered the main cause
 
for most of the above exceptions.
 

b. 	Vehicles - Recife
 

As of October 30, 1960, the Recife Regional Distri­
bution Center had received a total cf 299 vehicles
 
through ICA procurement. All vehicles had been
 
distributed except 34 which were still in Recife
 
(See Attachment No. "H"). Of this total, 28 are
 
International Harvester pick-ups, some of which appear

to be in excess of the Rocife's Center roquirements

according to program plans.
 

c. 	Xylol & Trit.n in Recife
 

During August 1960, the auditor observed that the
 
Recife Regional Distribution Center had in stnck
 
the following commoeitios, which according to the
 
Centort s requirements and program plans, are in
 
excess of such rcquirements:
 

a) Triton X.151 ....... 160 drums of 5 gall. drums
 
b) Xylol ............. 157 " " 182 kGs. net each.
 

At the time of the auditorts visit, the only issue
 
made of Triton was a transfer qf a small quantity
 
to CEM, Rio, on November 12, 1959. For the Xylol,

5 sporadic issues of 1 drum each had been made to
 
Zone III. Using the above issue expcrience, it
 
appears that these crmmoditios may bG in excess to
 
the needs of that Zone and redistributinn or disposal

should be consi:ered.
 

Recommon:ation 

It is recommended that
 

a. 	Every ffort should be made by CEM in coordina­
tion with H.& S. Division, USOMi to correct the
 
conditions identified in the finding a above, to
 
insure that all vehicles are properly use!,

maintaine3, storod1, controlled; that proper
vehicle records are kept, and that ICA-financed 
commodities are not stockpiled or misused; proper
 



AUDIT REPORT No. 3-61 	 Page 75
 
5.17.61
 

ICA and Host Country Emblem be shown on all vehi­
cles as require!; vehicles scnt to garages or
 
workshops for repair, etc., b: contrrllud and
 
returned to CEM; vehicles be registered with the
 
GOB vehicles licencing authority un'ler the appro­
priate and uniform agency name; unauthorized, use
 
of vehicles be oliminatoe; anc' that a well oroan­
ized an-1 manageol Transport Scction be cstablishc:1.
 
in CEM, Rio, tr control and nrcrato this motor
 
fleet. (Ref. Finc'ing a above)
 

b. 	CEM, Rio, in coordinatinn with H.& S. Division,
 
USOM, exaraine this matter nnr -otormine the actual
 
number nf excess vehicles involved, not only for
 
the 	Recife Distribution Centor, but all Areas and
 
Zones service,! by the Center. Vehicles be redis­

.Itribute - to meet known and! ,sitive program re­
quirements. If excess vehicles are involvel:, 
action shcul.] botakon as authcrizoe by the Project
Agreement to reassign ,cr r4th;rwiso 'isp2os of
 

tLosc vehicles. (TMcf. Fin":ints a ani b above). 

c. 	 H.& S. Division, US.I in cor"inati,,n with CEM 
Headquarters review this matter an(. consi,'er
possible redistribution of those rormmrc-ities tc 
other areas accer',ing tc: kn-own requirements of 
the prrgram. (Ref. Finding c above). 

ACTION OFFICE
 

H.& S. Division, USOM (liof. a, b & c) 
CEM Hoa'.quarters (Ref. a. b & c) 

23. Finding
 

Delays in Cloaring ICA-Finance. Crmm,. ities frm Customs 
and 	Docks
 

a. 	Delays in Ri do Janeiro 

Excossivc delays in clcearin[- project commodities from 
Customs and -ecks in Rio de Janeiro were noted. 
Examples are : 

1) PIOC. No. 9009L! - 2 crates aluminium boats unleaded 
7,17/60 and still in Customs ­
7 months delay. 
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2) PIOC. No. 90224 - LI shipments Audio Visual Equip­
ment unleaded '-'n 8/11/60, still 
in Customs - 6 mrnths -elay. 

3) PIOC. No. 00056 - b,620 -rums of DDT 75 unlca'.o; 
8/1/60 cleareA 11/23/60 - after 
),months. 

Normal or average clearance time for such ccmmorlitics
 
shoula be appr,)ximately 15 Jays. AvoraCe clearance 
time tncdate in CEM, Rio: is 60 lays. 

b. Unnecessary Dolays in Removing Commo' itios from Recift
 

In examining the recrr,s maintained.by CEM, Rocife,

anr) acc.-rcing to txplanations [rivcn for the extensive 
customs 1e1ays, it was note.? that some ICA procurements 
were left on the hlks for cr-nsirleraDle poricds of 
time. Examples arc: 

1) PIOC. No. 80131 - 5,366 crums of DDT 75% per s.s. 
MOiMLCOWL with.!rawn 5 mc-,nths 
aftor unl r:.cing 

2) PIOC. Nn. 90223 - 2,97') c'rums ef DDT 
DELEJUNDO withdrawn 
after un!arin) 

75' per s.s. 
6 months 

3) PIOC. N-. 00056 - 2,000 Krums of DDT 75% per s.s. 
MORIACSEA with-'rawn L months 
after unl.:ar'inru-. 

Failure to remov,. c:-,min -iti.os tfhcri the '! cks promptly,
for any roas,-n, results in unnocessa,r losses, damages 
an, cr-nsequently Marine insurancL claims on these com­
moditics may 'be lcst. No insurance claim was filed 
for lsses sustaino)I on the ab:.,w montirno' shipments. 
Normally, insurance cnvc;ral.e an'ls 60 -.ays after the 
commodities are unloa'-lod at the pcrt. 

H.& S. Division's Ccmmnnt 

Commodities were hell in custrms as a-'.oquate storage 
space was not available in CEMI warehouses, as this 
space was requiror) to carry cut mrdification work 
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cn new vehicles prior to their beinp shippedI tc the 
interior. Because the Customs warehouses in Recife 
arc permanent structurcs offering excollnt stcragc 
an" security con'itic-ns, it was Occaee' acvisa:lE; to 
have these items storo' in these facilities until 
such time as space became available in CEN warehouses. 

Rocommendation 

It is recommen.cd that:
 

a. Every effort be male by CE1, assistOc by H.& S. 
Division, USOM, to insure that ICA-financer com­
modities are cloareA from Customs within a
 
reas-nablc peri[rI rf time- 15 to 20 Aays. Early
 
clearance of such commoritics not only climinates
 
possible ,'ock storage costs, but reduces -*amages, 
losses an;- -etorioraticn. With reference to those
 
commr:ities still in Cust.-ms as mcntio'ne, above, 
as well as ncw shi-ments, p.:sitivc action to
 
clear th.se items sh-ul1 , baken an." should in­
clu.l. a surveyT -f the cr-k*ri-,4.tios in tlv,vld to 
determin,., their phsical c-nliti'n. In the future 
when :'ifficulty is onccuntere:! in clearing com­
moities, it is suggested that CGE a,2r.t bhc 
system of "TArm ce Resp-risalili 'a2c." (Re!sponsi­
bility Certificate) in orr t, oxpedite clearance 
*-f these crmn,7 .iti-:s. The "Trm', , i's~insabi­
li--ato" system is a prrc,,-1ure .-hcr<.r:y a G-,vcrn­
menit Ai:crnc-f ,aa withdraw ccmmo'ities from Customs 
with,"ut requires? ., cum,-ntaticn, with the un Jor­
stanlinc that requir.) ?ecuments will be presenter! 
at a later :'atc. 

b. The practice -f lcaving commr lities o>n the. clocks 
or in Customs warehouses after -learance be 
,Lisc,-,ntinucA. The *1':cifo TI, gi0"nal Center is 
well uquinpo with vohiclbs an -. trans::,crt facill­
tics an' has sufficient storac space available. 
Thercf,-.r, every effnrt should be male to expedite 
Customs clearance and rem-val from clocks of all
 
ICA pro.curements.
 

ACTION OFFICE
 

H.& S. Divisio n, USO4 (Ref. a & b) 
CEM Headquarters (Ref. a & b)
 

http:recommen.cd
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2b. Pin4inF
 

Inadequate CEM Staff For Storekeepin, and Stock Commcrity
 
Accounting
 

The Recife ReEicnal Distribution Centclr cf CM, located! 
at Rua drn Brum No. 514, Recife. is cmprqsc (7f tw.-,; large
warehouses offerinE aloquatc storage space for ICA pro­
curemonts. This Distribution Center is managed by the. 
Chief of the Transport Divisirn, CE. The aulitor
 
obscrved that even though the Rocife Cuntor is the main
 
an( vital point :f .-Iistribution t: the Campaign in Area
III, it is n,.ot arloquatoly staff&.. The Center 'ocs not have 
a regular st,-r,,'kckcper assij-nc.. This p.sitirin is being
partially carrie' cut by an Entmclc&-ist wcrking- als- as

cashier, accounting clerk an,' pro-curement agent f(or 1,,cal
purchases. 
 Vehicle property cards aro maintaine.? by a 
junior clerk, while other ICA c--nmity pr-.perty cards arc maintainer. by the sccruta-y-t-,ist, whu is also in
 
charge of the ro-ular fficu a-ninistrativc files. Dur­
ing the auritrrs visit t.- thc fielit was ,bserved that 
most of the fiel' cffices w':r'e Lmnerally adcquatoly
staffe 1 with strclkecoin: "Irwaroh-,uso -. rs nnol. Stere­-
keeping an , property clerk requirements an!' supply
wnrkla at the Recife Center, are c-nsiw're- just as 
necessary an(' emanling7 -f qualifi& supply personn(el as
the fiel rffices, yet the Center has been without ale­
quate staff frr some time. In liscussing this p)int with
the Recife Center Chie.f, the rcasrn riven ff,,r his nct 
having adequat(, staff, (i.e.; staff on bcard was allthat was furnish,, by CE.i Hearlquart: rs), was n t considered 
fully justifier' acc: ling t, the facts involved. Actually,
the Chief of the liicifc Center gave no, indication that 
he ha , officially ruqucstu ! additional an. qualifie,
personnel for the Center. 

H.& S. Divisi:nts Cemment 

Inadequate numbers crf pers-nnol were cause" by lack of 
funIs an,! a'.ministrativc prlicy. Actually USOM did not 
assume any respnsibility for the administrative direction 
of CEM. 
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Recommendation
 

It is recommended that
 

H.& S. Division work closely with CEM t7 insure that
 
an adequate fielV staff is maintaine" at the Recife
 
Center, an" that complete separation c.f duties an!
 
responsibilitios between'storOkeering; property record
 
accounting, and local procurement activities are
 
maintained. In view of the ever increasing impor­
tance of the Rocife Regional Ccnter as a supT,ly
 
center for Area III, which covers 6 states with a 
further breakdown of 19 districts, the noes to have 
a'equate storckeepers an-! pr-rcrty clerks whose 
experience includes stores procedures, spare parts 
and cardex accounting system, is um-hasizoc0. 

ACTION OFFICE
 

11.& 	 S. Divisicn, USOM
 
CEM 	Headquarturs 

25. 	 Finding
 

Storage of ICA-Finance-' Crmmoditics 

a. 	Imprroper Str'ragc in CEM, Recife Distribution Center
 

1) 	Although storage space is available in two ware­
houses use- by CEM., Recife, storage of DDT 75Z 

o
(drums) was not -nrform' in a manner to permit
 
observation of its hphysical c -niticn or tn
 
perform physical inventories. Tires and tubes
 
were originally storr' in the same warehouse,
 
No. 51, withr'rums of Xyle! and Triton. XylGl
 
is repo>rted to have a corrosivo effect on rubber.
 

2) 	 The "first-in, first-cut" issue system of commodi­
ties was n.t followed. DDT 75,1 receive0 during 
late 	1959 or early 1960, was still in Recife ware­
house, while in Peneo, District II of State of
 
Alagoas, they were in possession cf DDT 75% which
 
had been received subsequent to the above ship­
ments.
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3) Fire extinguishers used in these two warehouses
 
(Nos. h92 and 514) wore not considored adequate,

neither in quantity or in capacity. Note: Al­
though some improvement was noted up'ntc auditors
 
second visit to Recifo during October 1960, over'­
all storaro practices for items such as insecti­
cides DDT-75%, require additional improvement.
 

b. 	Inadequate Storage n Storage of Excess Commolities -

Santa Rita District
 

The 	follcwin" was noted in Santa Rita District I,
 
State nf Paraba: 

1) 	Storaje of commodities (insoctici4es) was not
 
adequate. i.e., stored under shod type buildings

an! not fully protected fr-m rain an normal
 
weather cnmitions.
 

H.& 	S. Division's Comments
 

The structure rofurrej.to is a permanent build­
ing closo an threc sives, concrete floor and 
secure rc-f with the opening facin the jown wind 
side (one weather si"u). The structurc is located 
in a walle2 compruna which is regularly patrolled
by a CEM niZht watchman. To the knowledge of the 
divisin they have never suffered any lnss of 
material either by thaft or weathcr lamauo. The 
structure is considered suitable for the storage 
of inscctici'os. 

2) 	DDT 80% paste, suplia1l in 1rums by DNERu fur­
nished on an cxchanre basis for ether ICA Commodi­
ties, was causin a serious storag prOblem.
 
According to DNEhu's rec. rs thero are approx­
imately 132 tons in"r7Ivo, whereas yearly can­
sumption of this item in the entiru State of 
ParaIba is approxiniataly of 30 tons. Consequently,
the quantity surplin" woul1 i sufficiant for 
Q 1/2 years stock. This nasto is mstly ,ote­
rinrateV and nearly half has bhen -eclarei unusable 
by CEM Technicians. From a storaLe po t of view 
it is creating seri~us problems ,uo to its evapo­
ration: leaka'c anQ difficulty in handling.
 
(Also sec Finqing No. 22).
 



AUDIT REPORT No. 3-61 	 Page 81
 
5.17.61
 

c. 	Storage in Commercial Warehouses
 

As a result of program delays and failure t,- use
 
crmmclitios according to prog;ram plans, and dueaso to
 
inadequate Government owned '-r rented wareho.uses,
 
it has been necessary from the be.innin.C for CEDM
 
to store ICA-financed ccmmocdities in cormmercial
 
warehouses. This arrangement has added additional
 
cost ti- the campaign, already seriously handicappd.
 
by lack of funds. The following items are stored2
 
in commercial warehouses in Ric:
 

1) 	Rua Prefeit- Olympio de Mello
 

1) 	4,620 drs. rf DDT 75% per s.s.MORMACOWL, stored
 
on November 23, 1960
 

2) 	1,700 sprayjer pumrs HUDSON s.s. MORMICHAWK,
 
.
store on September 17, 1960.
 

2) 	-Ruaca,itao Felix Nc. 160 

1) 	147 rrs. of Triton per s.s.MORIACREED, stored
 
on September 27, 1960
 

3) 	Rua Bela No. 870
 

1) 177 drs. ,f DDT 75% (Balance of PIOC. 512-51­
01-5-90213) per s.s. MORMACTIDE, stored on
 
February 2, 1960).
 

H.& 	S. Division's Cmnments
 

As 	outline'. in the M,,alaria Agrecement dated June 30,

1958, Part V (b) and (c) the Ministry of Health
 
assumes full rcspnsi'hility for buildinrs necessary

for 	the campaiCn an.' stnra,-c. It 'os nct specify
 
type. lccati-n or .wnorship of thoo facilities.
 
Since the U.S. Grvernment was n,-.t involved in the
 
procuremont ,-f those warchouse facilities in Brazil,
 
our responsibility was solely to insure that these
 
commodities wore stored under suitable conditions.
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Recommenedation
 

It is recommended that : 

a. 1) CEM Headquarters take appropriate action to insure
that commorlities are stored properly anO. systemat­
ically to r.ermit continual and] r-utina observa­
tion an' 
the taking of pr-,por inventories. 
Further, storage of commor'ities involvinr. drums 
or similar containers shc-ul1 he in mannera to 
provide arccquate ventilation. "First-in, first­

-out" moth-, of storage* an ," issue be observed. 

2) Cons.derati-)n shouir be civen trn the use of ap­
propriate fire extinguishers (in number and 
capacity) in warehouses or stores where ICA­
finance:' commodities are stored. .(Rof. Finding

a above).
 

b. 1) 
Storage of commocitius such as insecticides shoule.
be in a :.ry area an( not c.xp.-scd tc climate and 
weather ccn, iti-ns. In the event that adequate
 
or suitable storage is not available for such
 
quantities consideration be given to reduce the
 
size of stocks on hand in the field, thus requir­
ing less storage space, although increasing the
 
requirements of stock control and planning to

insure that adlequate stocks are readily available. 

2) With refrence to DDT 80, paste every effort
should b( made to salvage or recover any remain­
ing serviceable or usable quantity. Deteriorated
 
or bad stocks should be separated from good stocks
 
to prevent further losses. Deteriorated or un­
serviceable stocks should be disposed of as
 
authorized by existing agreements. (Ref. Finding
 
b above).
 

c. 
Action be taken by CEM Hoadiquarters, in coordination

with H.& S. Division, USOi4, 
to surviy and determine
 
availability of warehousing and storage locations,
and CEM requirements. Appropriate records and data
be maintained concorning availability of warehouses 
(location, type or commodity suitability, owned by,
etc.). Every effort should be made to utilize
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Government owned warehouses where possible, thus
 
eliminating additional warehousing costs. (Ref.
 
Finding c above).
 

ACTION OFFICE
 

H.& S. Division, USOM (Rof. a, b & c - for coor­
dination)

CEM 	Headquarters, Rio (Ref. a, b & c)
 

26. Finding
 

Accounting Records Maintained by CIEN and SEI 

a. 	Results of Examination of Records Maintained by Reci-

Vc Regional Distribution Center
 

In checking the accounting recors maintained by CETl,
 
Rocife Regional Distribution Center for ICA-Financed
 
Commodities. the following type accounting errors
 
and 	weaknesses wore note,': 

1) 	Required copies of shipping documents for each
 
consignment (shipment) not on file.
 

2) 	Commodity stockeards (Fichas de Material) arc
 
lacking certain 6etails such as requisition number, 
correct unit of measures, etc. 

3) 	 The systm of issuing comrnoditics is not uniforn 
throughout the program, i.e.9 unit of measure 
should b, peunas or kilos instead of drums. 

4) 	 Merchandise or property historical Ledgors not 
maintained. 

5) 	Regular, periodic and cumulative reporting system 
not established for reporting stock status to CEM 
Headquarters, for commodities received, issued and 
balances at hand. 

6) 	Physical inventories, if taken, not recorded.
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b. Commodity Accounting Records - State of Sa.o Paulo
 

The accounting data available in SETM.1 files, as to
 
actual landed cost for material received, was incom­
plete and sometimes inaccurate, since the documents
 
from whore this information is to be obtained, wore
 
not 
on file (i.e., Bills of Lading not showing freight

charges, invoices and insurance premiums costs not
 
available, etc.). Separate or segregated records for
 
ICA-financod commodities are not maintained in all
 
instances, thus making it difficult and sometimes
 
impossible to trace and/or otherwise account for or
 
control ICA-financed commodities received and issued.
 
Note: The above cited cormmodity accounting errors
 
andweaknessos (except for a.1) and a.4) Findings
 
above, which apply principally to Rio, Recife ,
 
Belem and Santos) have boon noted in most field areas
 
visited.
 

Recommendation
 

It is recommended that
 

a. 1) Action be taken by H.& S. Division, in coordination
 
with CEM, to insure that required copies of all
 
shipping and related documents pertaining to each
 
consignment of ICA. procurement are on hand, i.e.,
 
bill of lading, insu-ance policy data to include
 
premium paid, certificate e" origin, suppliers'

invoices and packing lists.
 

2) Commodity stockcards (Fichas do Material) be main­
tained on a current basis and contain appropriate

data such as requisition number, unit of measure
 
in pounds or kilos, as required.
 

3) A uniform method of issue (unit of measure) be
 
adopted throughout the Campaign, We suggest that
 
kilos, instead of pounds, bc the standard unit of
 
measure. In addition, and for added control, the
 
unit of measure by drums may also be used.
 

1) A Merchandise Ledger for expendable items be
 
established for all ICA procurements and register­
ed chronologically. The use of an Equipment
 
Ledger for non-expendable property equipment (such
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as vehicles, machinery, apparatus, etc.) 
should
 
also be established. These ledgers should start
 
from the beginning of the operation. (See M.O.
 
704.3, Section III, sub-Section C, Paragraph 5,

for guidance only).
 

5) 
Periodic (monthly or quarterly) and cumulative re­
ports or statements be developed concerning ICA­
financed commorities received, issued and on hand
 
balance. 
Those reports should contain a narrative

section. for general information for program data
 
or comments. Separate statements be prepared for
 
vehicles and related spare parts.
 

6) 
Physical inventories be taken semi-annually and
 
reconciled with the stockcards. The stockcards
 
should be appropriately annotated to reflect the
 
inventory date and results.
 

b. To the extent possible, and where feasible, the correct

landed cost for commodities be made available and re­
flected in SEM records. Wherever possible and practi­
cable, and to provide desired control and accounting,

separate records, within reason, should be maintained
 
for ICA-financed commodities.
 

ACTION OFFPICE
 

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

27. Finding
 

Inadequate and Cumbersome Custom Clearing Sstem 
- Recife 

The overall customs clearance systcm for ICA procurement

in Recife is cumbersome, causes unnecessary delays and
is generally not adequate to provide prompt clearancc of
commodities from the docks. 
 The present systcr being

that all advance shipping and related documents for
 
customs clearance are transmitted to a SESP omployeG in

Recife who servos SESP as a despachante (clearing clerk)

as well as for CEM. It was reported that this employee
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spends most of his time on SESP matters, and handles
 
CEM clearances as a part time or extra job. (Also see
 
Finding 23-b above).
 

Re commendati on
 

It is recommended 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 providing this
 
service who can expedite the administrative process

sometimes necessary for prompt release of the 
commodi­
ties. If a firm is not available, a qualified individual
 
who will devote sufficient time to CEM clearances should
 
be engaged.
 

ACTION OFFFICE
 

H.& S. Division, USOM
 
CEM Headquarters
 

28. Finding
 

International Harvester Pick-Up Truck, CEM No. 56, DE-
STRO0, IN Accident 

On October 16, 1959, subject truck was rendered unservice­
able and the body completely destroyed. This matter was
 
immediately brought to the attention of H.& 
S. Division
 
(Accident Report) who suggested that CEM attempt to repair

the body. The CEM Engineer 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 br-ought again to the attention r-f the H.& S. Division
 
by the CEM Engineer, inquiring as to the action taken by

USOM for the purchase of a new body. It seems that no
 
action was taken by H.& S. Division on this matter, nor
 
was CEM personnel advised as to the status of the case
 
or the procedure recommended to CEM in handling this
 
problem. In the meantime, the vehicle was dismantled
 
and parts used to repair other idle vehicles (to include
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truck No. CEM 85 damaged by fire in Paralba). Note: 
During the auditor's field visit to Recife, on July
28, 1960, the above conc.itions were observed to include 
the dismantling of subject vehicle. At the time the 
Auditor again visited this area in March 1961, this matter 
was still pend'ing and the vehicle remained idle. 

Recommendation
 

It is rocommended that
 

a. H.& S. Division work more closely with CE1I (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 since title
 
to the vehicle rests with GOBit is believed that
 
some action is require-' *-n the tnart of CEM, in coor­
dination with H.& S. Division. USOM, to write-off or 
otherwise dispose of this vehicle by sale or by 
complete dismantling 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 
similar problems which may develop in the future. 

ACTION OFFICE
 

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

29. Finding
 

Inadequate Accounting and Record-Keeping in CETM for ICA-

Financed Commodities
 

a. 	Accounting and Supply Problems Affecting Program
 

1) 	In Itapipoca, District II of Ceara', no stock
 
records were maintained for ICA Commodities until
 
March 1960, at which time a physical inventory
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was 	established to determine quantities 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.
 

2) In Estancia, District III of Sergipe, adequate
 
control over stock records and storekeeping

functions was not in evidence. (Note: The auditor
 
assisted the storekeeper in estai-hing now stock­
cards ane explained the accounting system being

used).
 

3) 	Even though large quantities of insecticide DDT
 
75% was in stock in Recife Distribution Center
 
(approximately 8,605 drums) it was necessary that
 
District I of Fortaleza borrow from DNERu 3,600
 
and 2,768 kgs. (111 drams of DDT 75%) on July 25
 
and August 3, 1960, rcspectivckly. This type of a
 
supply problem indicates inaduquate allocation
 
and/or improper planning.
 

b. 	Stockcards and Requisition Forms (Suprimentos do Ma­
terial)
 

1) 	In general, stockcards kept by C4 Sectors and
 
Districts are not maintained on a current basis.
 
A spot chock of these records revealed a number
 
of accounting problems, errors in posting, etc.
 
Examples are :
 

(a) 	In Santa Rita - DDT 75 - Posting error or
 
Stock Shortage. By deducting from the total
 
quantity received from Recifo Regional Center:
 
the balance on hand, the balance stored in
 
the field (Postos do Abastecirrmnto) and the
 
quantity consumcd (as of Juno 30, 1960), a
 
shortage of about 5,536 kgs. or 120 drums is
 
revealeo In fact, such a 3iff,:rence appears 
to be factitious since several transfers wore 
made from Parafba to other Statcs, but ap­
parently not posted to the stock card. 

(b) 	In Bel6m do Para - The samestock card is used
 
for polyethy-1,n bags furnished by DNERu and
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ICA, thus preventing desired control and
 
separation of ICA financed commodities.
 

(c) 	In Natal, Macoio and Estancia - Stockcards
 
are not maintained on a current basis.
 

2) 	 Commodities furnished by CEM and ICA are issued
 
(combined) on the same requisition voucher (Supri­
mentos do Material), thus making it difficult to
 
control, to account for, and to audit trace the
 
item. Note: The above examples are considered
 
represen-aTivc of the accounting problems, 
errors
 
and supply problems and weaknesses to be found
 
in most Sectors, Districts and. the Recife Regional
 
Distribution Center of CEM. Therefore, in taking
 
corrective action on the above items by CEM, due
 
consideration should be given to these problems as
 
they 	pertain to other Sectors in CEM.
 

Recommendation
 

It is recommended that
 

a. 	1) Appropriate instructions be issued, in writing,
 
by CEM to all Sector Chiefs, emphasizing the need.
 
for effective and organized accounting, record
 
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, positive and recurring program require­
ments should be determined and sufficient stock
 
of such commodities be maintained in the Sectors
 
to support fielJ operation. (Ref. a (3) Finding
 
above).
 

b. Action be taken by CFM to insure that stockcards are
 
maintained on a current basis and reflect the true
 
inventory status of commodities at all times; the
 
accounting error noted in Santa Rita covering DDT 7%
 
(See 	 b (a) above) be examined and resolved - if an 
actual 	shortage does Gxist, appropriate action should
 
bc taken to include ruporting the shortage to USOM/B; 
separate stockcards bc maintained for commodities 
financed by ICA (i.e., insecticides, tires, tubes, 
sprayers, spare parts, polyethylene bags, etc.); 
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consideration be given to use separate or different
 
color paper for Requisition Vouchers (Suprimentos de
 
Material) used for ICA and GOB financed commodities;

for 	added control, all vouchers posted to stockcards be
 
annotated "posted", with date and name 
of person

posting the voucher; and. that all receiving and
 
issuing documents be approved in advance and/or other­
wise controlled by the Head of the issuing Sectors,
 
or their designated representatives.
 

ACTION OFFICE
 

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

CEM Headquarters (Ref. a & b)
 

30. 	Finding
 

Inadequate Storage of Vehicles 
- Excess Vehicles - Inade­
quate Supply of Spare Parts 'in'AreaIII A and B
 

a. 	Practically all vehicles furnished by ICA and distribut­
ed to Sectors and Dist2icts, are stored in open areas
 
rather than in garages or undor suitable shelter.
 
Vehicles are 
exposed to tropical and inclement weather
 
condition and some are seriously beginning to show the

effects. Examples wure noted in Fortaleza, Natal,

Joao Pcssoa, Pernambuco, Maccio and Curitiba (for

comments on Vehicles in Rio, see Finling No. 22).
 

H.& 	S. Division's Comment
 

It is not practicablu to house or store vehicles in
 
garages or shelters in operational areas. The parking

of vehicles in open areas in 
a malaria eradication
 
campaign is part of the hazard and/or modus operandi

of the campaign. However, in central headquarters
 
areas or sector headquarters when covesr, parking space

is available it is utilized.
 

b. 	In the Fortaleza Sector, where the program has been
 
in operation since January 1960, some vihicles, espe­
cially Jeeps (18 Jeeps) appear to be in oxcess of
 
program requirements and plans 
Lor this Sector. A
 
number of these vehicles are idle awaiting assignment
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to insecticide or epidomiological Inspectors yet to
 
be employed by CEM. Present allocation of vehicles
 
in Macelo and Pernambuce also appear excessive.
 

c. 	 A lack of sparc parts required for normal operation 
and maintenance of the vehicles in various Sectors 
of Zone III-A, Fortaleza, Natal, Joao Pessoa, was 
reportodly causing rather serious transport problems. 

Recommendation
 

It is recommended that:
 

a. 	Every attempt be made by CEM to provide adequate
 
garages or suitable shelters for campaign vehicles
 
whore possible. 

b. 	A determination be made by CE,"M in coordination
 
with H.& S. Division, USOM, tr allocate and/or
 
redistribute vehicles dkterminc,1. to be in excess 
in those Sectors, in accordance with known and
 
justifiable program requircmon.ts. 

c. 	An adequate supply of spare parts bc maintained
 

and made available to operating vhiclos.
 

ACTION OF 7FICE 

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

CEiV Headquarters (Ref. a, b & c) 

31. Finding
 

Use 	of Chloroquine Supplied by ICA
 

a. 	Incomplete Production Statements an-. R(ports on 
Mother Mixture Plant in Sao SebastiaoT Ta Boa VistaTBcl~m)
 

In checking the usage and production data and reports
 
on file, of Sno Sebastiau da Boa Vista mother mixture 
plant (the mixing of chloroquino with reguar salt), 
it was noted that the weekly and monthly prrduction 

http:requircmon.ts
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reports furnished by this mixing plant were not signed

or certified, 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.
 

b. Reported Black Marketing Activity on Salt - State of 
Para 

The auditor was advised b 
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 operation in
the Amazonas involving untrbated salt. It seems that
 
people living outside the cities, and on islands, are

being advised by merchants, that treated salt results
 
in various forms of sickness. Then they are offered

untreated salt but at a higher price. 
The untreated
 
salt, therefore, is used by the population and, as 
a
result, the program of eradication of Malaria is not

being attained as planned. Other comments offered by

the Sector Chief question the use of chloroquine salt

due to its cost versus the benefits received.
 

USOM-Auditor s Comment
 

The above information is presented only to identify

the type of problems being encountered in attempting

to eradicate Malaria by the chloroquinatod 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 serving

the purpose intended (cost of ICA-financed chloro­
quine furnished Brazil under this project to date is
$ 1,120365). 

c. Use of Polyethylene Bags - Bel'm
 

Polyethylene bags are used by the salt plants as
 
containers for treated salt (salt treated with
 
chloroquine) to be sold to the population in the
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the Amazonas. Printed bags which identify source 
and purpose of its contents (prcvontion and eradi­
cation of Malaria) to include Point IV efforts, 
were procured and furnished by DNERu at their own 
expense. The bags procured and supplied by ICA, on 
PIO/C 90222, were plain without any legend (printing). 
An attempt to correct this matter was made by CEM 
by using a largo ink stamp, but was discontinued 
since it did not prove satisfactory. Since those 
bags are used by the population after the treated 
salt contents have been consumed, and if printed 
bags were used in all instances, they would assist 
in providing additional and urgently roquired propa­
ganda in the use and purpose of treated salt in the 
Amazonas. 

d. 	Issue of Chloroquinc Not Approved in Advance
 

In checking the commodity control and issue procedure
 
for chloroquino powder from the Sector to the Mother
 
Mixture Plant in Belcm, it was noted that regular
 
issues are made without prior approval of the Sector
 
Chief or his designated representative. This proce­
dure does not provide for adequate accounting and
 
commodity contrcl to insure that unauthorized issues
 
arc not made. Note: This matter was discussed with
 
the Chief of Sector in Blum who concurred in the
 
auditor's sugzostion and advised that all issues,
 
in the future, would be approved in advance by him­
self or his designated rcoprusentativy.
 

Recommendation
 

It is rocommended that 

a. 	Action be taken by CEM, assisted by H.& S. Division, 
USOM, to insure that all records and rcports develop­
ed in connection with the mthar mixture processes 
are accurate, signed by a rosponsill parson, and 
rcflect a reasonably accurate picturo of the mixing 
plant operation as to usagu and consumption of 
chloroquir financed by ICA. 

b. 	Every effort bc made, to the extent deemed possible
 
and feasible to adcquatclv publicize the purpose,
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use, effects involved in consuming chloroquinated salt.
 

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

d. 	A follow up be made by CEM, in coordination with H.& S.
 
Division, USOM to insure that adequate control is
 
exercised (overcommodities issued which includes prior

approval of all issues.
 

e. 	In view of the cost of chloroquino and the questionable
 
benefits being derived from its use as reported by CEM
 
officials, inability to control its issue and assure
 
consumption by the desired population, H.& S. Division,
 
USOM/B and CEM evaluate 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)
 

32. Finding
 

Non-Use of Stereomicroscopes - Belem - Para
 

Five (5) Stereomicroscopes (ICA procured) were supplied
 
to Belem Sector for epidemiological service in that area.
 
These stereomicroscopes were received in Belem in August

1960. This item is not in use, according to the Sector
 
Chief, since the Epidemiological Section had not as yet

employed technicians to use this as well as similar type
 
equipment. The Chief of Sector further advised that
 
these stereomicrosccpos are to be used for entomological
 
research, i.e., mosquitos examinations, whoreas the need
 
for parasitiological research i.e. for blood and larves
 
examinations, require a different type of microscope.
 

Recommandation
 

It is rcccmmended that
 

Appropriato follow-up be made by CEM to insure that techni­
cians if required, are employed to staff thu Research
 
Laboratory Sector. and if it is deteriinud that this equip­
ment is excess to the need of this Sector it should be
 
reallocated to another Sector.
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ACTION OFFICE
 

H. & S. Division, USOM (For soordination)
 
OEM Headquarters
 

35. Finding 

Historical Reeords for Vehicles - Bel-m - Para 

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

by the CEM Sector in Bel6m. These records are required
 
to record and control all transactions such as name, type,

initial costs operating cost, maintenance data, etc.
 

Recommendation
 

It is recommended that:
 

Vehicle historical and control cards, (CM Forms Nos. 
T/1 to T/9) be issued with each vehicle. Such forms 
should be supplied to the Belem Sector and maintained 
on a current basis. 

ACTION OFFICE
 
H. & S. Division, USI. 
CEM Headquarters 

34. Finding
 

Inadequate Gasoline Storage - Lack of Underground StorageTanks .. 
The problem relative to inadequate gasoline storage

pertains not only to the Recife Regional Center but
 
to other Sectors in the Northeast as well, Generally,
gasoline is stored (often times in large quantities, 
to take advantage of available funds at the und of the
 
fiscal year) under sholters, in open areas, and in some 
instances, adjacent to or with ICA procuremunts. (S~e
Finding No. 11). This condition was observed in Joao 
Pessoa and Fortaleza. Very few Sectors uuo underground
storage tanks from which vehicles can be adequately 
serviced. 
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Recommendation
 

It is recommended that:
 

a. 	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 where possible, or in the open

at a safe distance from ICA or their own program prccu­
romcnts.
 

b. 	Local gasoline companies, supplying gasoline for the
 
Campaign, be contacted with a view toward requesting

their assistance and/or furnishing suitable underground

storage tanks, with electric punps where suitable, for 
those Sectors not presently equipped with such equipment.
 

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

35. 	Finding
 

Use 	of Paper Bags Instead of Plastic Bags for Handling
 
DDT 	75% 
In Santa Rita, District I, State of Paralfba, it was

observed 
ihat 	paper bags were being used instead of
 
plastic or similar type bags for the storage and handling

of individual doses of DDT 75% 
(each bag contains 670 grs.
known as 'Cargas" or doses). Heads of Sectors advised that
 
storing this commodity for extended periods in paper bags

affects the technical qualities of thu powder, causing the

powder to hrairden, and creates difficulties in the sprayinL

operations due to its insolubility.
 

Recommendati on 

It is recommended that:
 

The 	problem relative to the use of paper bags instead of
plastic bags for doses (670 grs. each) of DDT 75% be

checked and evaluated, giving due consideration to the
 
use of plastic bags if found to be more appropriate.
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H.& S. Division's Comment
 

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

However, CEM's operations are designed to use all bagged DDT"cargas" in one cycle of operations. That would mean that themaximum time that DDT would be in a bagged state would be 5
months or the mean exposure would be 2.5 months. After bagging
of 670 gms. of DDT per bag, the bags are placed in an empty

DDT drum and the metal clamp lid replaced.
 

The type of material used in the fabrication of carga bags isnot specified either by WiO Export Committees on Malaria or by
the ICA malaria group. Mexico uses plastic bags. Jamaica uses
cloth bags. Brazil uses paper and plastic bags. To the some 
final conclusion, DDT 75% is maintained in a unit of 670 grs.
until it entcers the sprayer.
 

ACTION OFFICE 
H. & S. Division, USOM
 
CF2,1 Headquarters, Rio 

36. 	 Finding
Lack of Tires ad Spare Parts for International Harvester 

Vehicles - SEM, State of Sao Paulo. 

a. International Harvester vehicles arc a rather now item 
to Brazil, particularly in the inturior, therefore,
 
spare parts and accessories for nowi vehicles are not
available from normal comm.rcial sources. Although 
some spare parts have been procured :.nd received as 
early as July 1960 for use in the cwmpaign, a number 
of International Harvester vehicles have been out
of commission or idle reportedly due to lack of spare
parts. The problem seems to be v lack of distribution 
of spare parts thrughout the State campaign. 

b. It was also noted thxt the availability of tires was 
a rather surious problem since tire replacements, due
 
to the sizes used by these vehicles, are reportedly

not readily available from commercial sources. 
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Recommendatiop 

It is recommended that: 
a. 	The problem relative to lack of spare parts be
 

investigated by H. & 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 Paulo, an adequate 
system of supplying spare parts must be worked 
out and ma-de available to support these vehicles. 

b. 	Action bc taken 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
 

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

37. Finding
 

Lack of Adequate Motor Vehicle Maintenance Facilities -

State of Sao Paulo
 

In discussing subject matter with Transportation author­
ities SEE during our field visits, it was reported and 
we observed that maintenance and workshops are in need 
of items such as lathes, drilling machines and similar 
shop equipment used in repairing vehicles. The need
 
for this shop equipment will become more demlanding 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
 
Mse shop items have been requisitioned for use in the
 
State of Sao Paulo, but have not been received.
 

Recommendation
 

It is recommended that: 

Action be taken by H. & S. Division to expedite the pro­
curement, receipt and installation of shop equipment

currently on order. The problem concerning the needs
 
of other shop equipment, to include the Federal program, 
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should be studied with the purpose of improving 
shop and maintenance facilities for Campaign
 
vehicles.
 

H. & S. Division's Comments
 

GOB has procured the minimum shop equipment of all
 
sectors of their operational areas. GOB has never
 
requested additional shop equipment. It is anti­
cipated that the work group of the:newly created
 
OEM will review these requirements. The iplement­
ation of the S~o Paulo repair shops has been halted
 
by the suspension of ICA procurements.
 

ACTION OFFICE
 

H. & S. Division, USOMI
 
SEM Headquarters
 
CEM Headquarters
 

38. Finding 

Inadequate Supply of Suitable Hydraulic Jacks State
-
of Sac Paulo 

Hydraulic jacks for the International Harvester vehicles 
were, in ost instances, not ordered or *procured by the 
Mission. Although jacks were furnished with the vehicles,
they were undersize, too weak and generally unusable for 
most of the heavy vehicles. It seems that only a few 
Internaticnal Harvester trucks were supplied with ade­
quate jack equipment. As a result SEM found it necessary 
to replace the majority of these jacks with heavier, 
stronger and more durable jacks, using SEM Campaign 
funds.
 

H & S. Division's Comments
 

This is a maintenance problem and one which requires

technical knowledge to resolve. Whether to use hydraulic

jacks or some other suitable type is a question of
 
policy. No requests were made for jacks. The ones
 
mentioned in this report were standard equipment of the
 
manufacturer of the vehicles.
 

Recommendation
 

It is recommended that: 
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H. & S. Division, USOM review the matter with appro­
priate SEM and CEM authorities, taking whatever action
 
that is determined 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
ed proper jacks but received inferior or weak jacks,
this problem should be taken up with the supplier. 

ACTION OFFICE
 

H. & S. Division, USOM
 
SEM Headquarters
 
OEM Headquarters
 

39. 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 Engineers (SEM), this type nozzle
 
was considered inferior arnd was not entirely satisfa­
ctory. It seems that the new nozzle required more 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 sprcyino operations and incurs additional cost.It is our understanding that the Mission is awre of 
this problem and correspondence on the subject between
the Mission and ICA/W is a matter of record. 

Reconmendation
 

It is recommended that:
 

H. & S. Division, USOM, in cooperation with SEM (and

OEM, if appropriate) Engineers, continue to take 
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 Sao
 
Paulo. In view of the fact that this nozzle has been 
issued for use in the Federal program, any action or 
investigation taken should include use of the nozzle 
throughout the Federal program, giving due consider­
ation to possible replacement if required. 

ACTION OFFICE
 

H. & S. Headquarters, USOM
 
SEM Headquarters
 
OEM Headquarters
 

JEMcKamey/ md. 
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STAT-ENT FOR COODITIES PROCURED 
STATUS OF PIO/Cs AS OF NOVbi] 30, 1960USOM/BRAZIT-- MALARIA EPADICATION P{JECT !!o. 512-51-114 

Amount Unlquidat-d

Sub- Amount 
 Sub-
Comodity Obligated 
 Paid Obligations
 

Veils...........US$ US$ us$
Vehicles ".............. 
 2,353,014.78 2,289,112.90 
 63,901.88
Vhoic e Parts 
 2..8.82,h66.oo h7,523.94 314,942.o6Ch.oroquine Poder 
. 

........ 2, 814,027.27 1,912,364.96 901,662.31
D.D.T. 75% ................ 
 1,736,763.33 1,733,222.82 3,540.51
D.D.T. 100% ............. 113,816.65 70,910.Pl 
 42,95.84
Xylyl &Tritcn .......... 
 254,163.95 253,526.95 63700
Plyethylene Bags 
 ......... 157,150.03 128,611.55 
 28,538.8
TSrers a Parts ......... 11,353.I 6,053.41 
 5,300.00
Sprayers and ats, *ot..... 29,962.99 172,798.14 124,.6h.85 

Diesel Engines & Parts 
 .... 43,700.00 10,666.23 33,033.77
Microscopes ........... 
 76,OC.00 
 5,823.59 70,176.hi
Audio Visual Equipment s.ee 58,000.00 15,109.81 42,890.19Shop £quipment ............. 12,600.00 4,890.45 7,709.55
 
Scientific Apparatus ....... 3,877.25 3,877.25 -

Office E:uipment ........... 5, 800.00 - 5, 80Oo
 

Total . 8,019,695.66 6,654,492.81 1,365,202.85 

RECAPITULA-TION BY F.Y. 

Fiscal Year 1958 
 .......... 
 1,470,62.40 1,470,642.40 

Fiscal Year 1959 
 ........... 2,551,053.26 2,382,160.86 168,892.40
 

Fiscal Year 1960 
 ........... 3,998,000.00 2,801,689.55 
 1,196,310.45 

Total : .................... 
 8,019,695.66 6,654,492.e1 1,365,202.85
 

Source of Dta:! Acemints Section, Controller's Office 
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STATEMENT OF OBLIGATIONS 
AS OF NOVE ME 30, 190 

MALARIA JICATION PROTECT No. 512-51-1O4 

Amount UnlioIMdatedSub- Amount Sub­
PI0/C No. Commodities Obligated Paid Obligations 

F.Y. 1958 
80131 D.D.T. 75% ............... 313,282.83 313,282.83 
 -
80175 Ch1,roc ine Powder ....... 700,913.95 700,913.95 ­
80178 Vehicles ................. 6,288.6h 6,288.64 
 -
80192 Scientific Apparatus ..... 3,877.25 
 3,877.25 ­
80207 Vehicles ................. 4 6,279.73 15,279.73 -

1,470.6h2.40 1.t70,6h2.40 

F.!. 1959
 
9009 Hudson Sprayers & Parts ... 36,662.99 36,662.99 ­
70096 Xylol & Triton ........... 186,127.79 l':6,127.79 
 -
9.O97 D.D.T. 754 ............... 322,78.22 322,7h8.22 ­
90098 Vehicles ................. 1,205,46.41 1,205,416.41 -90(O0 Tires &Tubes ............ 6,053.1 6,C53.41 ­90214 D.D.T. 1OC .............. 43,816.65 43,816.65 
 -
90215 Chloroquine Pnwder ....... 34,313.32 3h,313.32 
 -90218 D.D.T. 75% ............... 97,527.62 97,527.62 
 -
1219 Triton ................... .7,036.16 47,036.16 
 -90222 Pilyethylene Bags ........ .103,159.03 103,150.03 
 -

90223 D.D.T. 75 9 ............... 
 205,70.66 205,704.66 ­9009h Marine Enrines & Boats ... 22,200.00 5,478.33 16,721.6790199 Pol.yethylene Bes ........ 
 54,oo.co 25,461.52 28,538.48
90216 Narie nlines & Parts ... 15,500.00 15,500.0090217 
 Parts far Vehicles ....... 64,266.OO 47,523.94 16,712.06
 
90224 Audio Visual Equipment ... 58,OOO.OO 15,109.81 42,890.19
90227 Chloroquine Powder ....... 48.500.00 - 48500.00 

2,551,053.26 2,382,160.86 168,692.40 

F.T. 1960 
00056 P.D.T. 75% ............... 797,500.00 793,959.49 3,5ho.51
 
00057 D.D.T. 100% .............. 70,000.00 27,09h.16 42,905.84
00101, Chioroquira Powder........1, i000.00 1,277,137.69 555,862.31
00107 Automobile Tools ......... 6,000.00 4,890.45 1,109.55
00108 F.dson Sprayers & Parts 171,200.00 115,707.60 55,492.40
00109 Outboard Motors & Parts 6,000.00 5,187.90 812.10 
00110 Vehicles .................. 695,000.00 631,098.12 63,901.88
0011 Willys Jeeps Parts ....... 17,000.00 - 17,000.0000112 Triton ................... 21,000.00 20,363.OO 637.00
00113 Microscepes .............. 
 76,O0w.0 5,823.59 70,176.41
00132 Pare for Sprayers ....... 53,100.0 20,427.55 32,672.45
00175 Shop Equipment ........... 6,600.O0 - 6,600.00

00231 Studebaker Parts ......... 
 1,200.00 
 - 1,200.0000337 Office Eauipment ......... 5,8oo.OO 
 - 5,800.CO
00338 Tires & Tubes ............ 5,300.00 ­ 5,300.00003......__O~O Chiloroquins Powder.........297,30.00 
 - 297,300.O 

00339 Parts far Sprayers ....... 36OOO.OO 36000.0o
 
3,998,000.00 2,801,689.55 1,196,310.45 

Source of Data: Accounts Section, Controller's Office. 
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LIST OF ESTIMATED FREIGHT CHARGES PAID TO GSA/W BY USO1/B 

USO BRAZIL - iALARIA ERADICATIOx PROJECT Ho, 512-51-014 

P.O. 11o. Date UQ 
Freight Paid 
j .tinate) -OCB.V. TTQ B.S. N 

NY 900058 
FhT-IC-28107/2 

10. 7-59 90218 
)0219 

$ 9, 0"0 
-,i"o-3 

1656-60 
1656-50 

267 
267 

900209 
900027 

FITT-IC-2068/2 

11,30.59 
9.15.59 
9.15.59 

90199 
90215 
90200 

5 
8;co.O0 

I .200.,O0 

1656-('0 
1656--C0 
1694-60 

267 
267 
267 

FINTF-IC-2146-1/2 10. 7,59 9021F 7.,1 0iL70 2006-60 461 
900208 11,30.59 9019) 1.762,50 2006-60 461 
950016 
950008 

2.12.60 
2. 5,.60 

90222 
00054 

1.833,60 
9.840.1 0 

2006-60 
2055-60 

461 
474 

950016 
950016 

2.12.60 
2.12.60 

90222 
90222 

1,057o5O 
1.126,40 

2055-60 
2055-60 

474 
474 

950016 2.12.60 90222 1,20u,00 2143-50 506 
902222 12. i0,59 90219 2.oo00 2555- o 26 
950139 
950119 

CWW-IC-28389-1/2 
FNWV-IC-28156-3/2 
INW-IC -28389-8/2 

E.26.60 
4. 5,60 
4.12, 60 
2. 4.60 

25. 6,60 

00108 
00104 
00104 
90217 
00104 

6,0000oo 
2.715,00 
2.769 00 

50,O0 
2.690.73 

297-61 
297-61 
813-61 
813-61 
813-61 

21LI 
218 
494 
494 
494 

$55.764.38
 

Source of Data : Accounts Section, Controller's Office
 

http:55.764.38


,"f-.CHNT "D" 
R-EP01T OF ,U'IT Io. 3-61 

LISTING OF DIVERTED FD ,* UIC, hNCE F xOC,,)NTS 
FltONl C E M TO0 D N E " u 

"J T SEPTENBER 30 1960USOM BILLZIL- ML;L, IA ERADIC,,TION PIHU.UJ-C-2 N',o. 512.- 91-014 

Diverted
 
Commodity Frcm PIOC.NQ UN I T W E I G I T CIF $ COST 

Xylol Rio 90096 1.09 drims Krs. 19,677 $ 3,972;33 

Triton Rio 156 K-s. $90096 drums 31,752 22,612.72 

Rio 90219 225 45,9 71 (Rio 90219 83 " 16.942 ( 47,036.16Recife 90096 72 1 14, 668 10 662.60 

536 diums K. 109,2P q 80,311.48 

DDT 75% Rio 90097 1,440 drums Lis. 144,0 $ 45,171.10
Rio 90097 172 7,2 XC 2,256.66
Rio 90218 1,679 1 167,90 52,573.73 
Rio 90218 1,323 11 132,3, 40,363 .l
iAecife Various 3,269 326; 90o 98,070.00 

7,783 drums Lo 77V,300 238,434.90 

Chliroquine Rio 90215 9 drumis Lb,-. 900 % 7,018.63
Bulm Vrious 17 " 1,700 15,071.00 

26 drmns Lus. 2,600 22,689.63 

In addition to the above the following have ben divwruAd from thcir use in
the Eradicotion -f ',1laria in the C.E.M. : 

1 Ford Sedon usd b., Director of D7Eku - hio. 
1 Jeep Willys No. 223 used by DNEfu in Joinville. 
1 Jeep "jillys No. 224 used by DLciu in Flori-mopolis.
1 Spectrofotometric apparatus used by DNERu in Delo Horizonte. 

REC;PITUL,,TOj,: 

Xrlo ...................... 
 $ 3,972.33
 
Triton .... ...................... 
 80,311.48

DDT 75. ......................... 
 238,434.90

Ciloroquin,2 Powder .............. 
 22,689.63
 
TOThL (Value) Divurtd . 345,408.34 

Source of Data: Files -.nd [L.cords uf C : H Distribution Conters. 

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


ATTACHMENT "E" 
RLEPOT OF AUDIT No. 3-61 

STTE]aA;W'2 OF ICA FIN'.NCED COi,'aO'ITIE3 
ECEIVEDi3Y E M - FCIFE 7OR ZONE IL. ..... T) IIIB 

INCEPTION UP TO AUGUST 15, 1960 

Period
 
From 
F.Y. Vehicles D. D. T. 75% Tires/Tubes Triton 1c1 

1958 85 Lbs. 536,600 ­ -
1959 123 	 712,500 80 Drs. 232 
Drs. 162
 
1960 91 770,000 ­ - _
 
Total 299 Lbs. 2,019,100 80 Drs. 232 Dr:. 162
 

FISCAL Y .9 5 8 
Vehicles ..... Jeeps Willys C.J.3 B. 38
 

int. Harv.Pick-Up ,L.112 21
 
f" if "1 i.120 16
 

Pick-UP Ford 250-118 3 
Studebaker Trucks 6 
Rc o *Tite Truck 	 1 = Total: 85 vehicles 

D.DJT. 75% ... 5,366 djaxris of Lbs. 100 eac* = 536,600 Lbs. 

FISCAL Y. 1 9 5 9
 
Vehicles ..... Jeups Willys C.J.5 47
 

SEitiri,,a ,on Willys 6
 
I. 	6..>-rv.Pick-bP b.112 29 
it it if B.120 22 
t it ,,.122 9 

if Trucks ,L.180 9 
It " .190 1 = Iot:123 vehicles
 

D.D.T. 75% .... 7,125 drums of Lbs. 100 each = 712,500 Lbs. 

Tires & Tubes . 80 each. 

Triton X.151 .. 232 diums. 

Xylol ......... 162 drums of 182 kgs each.
 

FISC2L YEAR 1 9 6 0 
Vehicles ...... Jeeps Willys C.J.5 70
 

Int.Harv.Pick-UP B.122 17
 
"f ti i B.120 
 _1 = Total: 91 vehicles
 

DD.T. 75% .... 7,700 drums of Lbs. 100 each = 770,000 Lbs. 

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

/
 



iCT T CH17 T IIFtII 
REPORT OF " No.3-61 

ST.ATE'iENT SOUJING TOTAL VEHICLES SUPPLIE D bY IC.L 
TO N.LlJI,? EL'LDICAi2ON CAMP.JGN - ILLTIONL & ST,.TE LEVELS 

PIOC. N2 RIO hECIFE BELEM S.ITOS T 0 T , L 

80178 3 - - - 3 

80207 - 85 - 70 155 

90098 184 123 - 99 406 

00110 137 91 15 37 280 

324 299 15 206 844
 

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



ATTACi9ENT "G" 
REPORCT OF AUDIT No. 3-61 

STATE OPERATING aEi.SPNT OF 
HOUSES SPRAYED *IND SUhF,CE COVEED PER FIELD INF0O1VITION 

PEROD J,,WUA.,'Y-JUNE 1960 

Houses DDT 75% Surface 
States Districts Hbit.Protected Spriyed Kgs.Used Sprayed - M2 

ARE, IIhA 

CEAI ....	Fortaleza 164,694 
Itapipoca 91,456 
Camocim 39,788 295,938 68,426 41,482 12,756,090 

RIO GR.DO 
NORTE .... Natal 

Cenrrnirim 
S.J.lipibu 

32,351 
81,272 
97,741 211,364 49,569 27,419 ±o,952,991 

PARAIBA ... Sta.Rita 
Guarabira 
Itabaiana 

280,762 
121,760 
117,061 519,583 124,058 50,229 21,636,090 

AREA IIIB 

PER1NMBUCO 	 Recife 317,561 
Ribeirao 133,695 
Vitmria 216,207 
Carpina 240,042
 
Goiana 209,787 1,117,292 337,329 Not started yet.
 

ALAGOAS .. 	 !io Largo 148,053 
Penedo 75,024 223,077 74,855 Started Sept. 1960 

SERGIPE .. 	 Aracaju 100,024 
Propria 75,123 
Estancia 56,672 231,819 87,163 Started August 1960. 

Source of Data: C E M field records. 



- -

- - -

- -

- -

DISTRIBUTION CF VEICLES BY REGIONAL CENTER 
FOR ZONE IIIA AID IIIB ONLY 

RECIFE REGIONAL DISTRIBUTION CENTER 
AS AT JULY 27, 1960 

R.G. do 	 Regional 

Description 	 Ceara Ncrte Paraiba Pernambuco Alagoas Sergipe Recife 

155 Jeep Willys ......................... 	 25 19 24 50 18 18 1 

42 Pick-Up Int. Harv. 4x4 B.120 ........ 4 6 6 13 
 4

5G Pick-Up Int. Harv. 4x2 B.1O ........ 3 8 8 15 
 4 6 6 


9 Pick-Up Int. Harv. SinglQ B.122 - 2 1 - 2 2 ­
17 Pick-Up Int. Harv. Single B.122..... - ­ - - -

(Still on Docks)

3 Pick-Up Ford Single ................. 
 2 	 1 ---


6 Station Wagons Willys Rural ......... 1 1 1 1 1 
 1
 

TRUCKS
 

6 Studebaker 6 Tcns 4E4OB ............ 2 2 2 - ­ -
9 Int. Harv. 6 Toru B.18C . ............ - - - 2 2 2 3 

1 Int. Harv. 10 Tons B.15 ..............-
 1

1 Ret, White 1C Tons .................. - - - - ­ -

255 T O T A L : ................. 37 38 43 81 
 31 33 13 

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

86 to 186 " " 1959 - 1O1 " 
350 to 371 " " 1959 - 22 
375 to 444 " " " 1960 - 70 " 	 Total Received .... 27E
 

On Docks ......... 21 

Source of Dati: Rtcifte Rcgionnl Distribution Ctnter. 

ATTACHME r "Hu
 
AUDIT REPORT No. 5-1
 

Docks
 

Recife Belem Manaus 

-

-
 -

- 1 1
 
17 - ­

_
 

-


- - _
 
-


21 1 1
 

Total ...... 259 Vehicles. 

BEST AVAILABLE COPY
 



ATTACHfENT "I" 
REPORT OF AUDIT No. 3-61
 

STATUS OF MALARIA FIELD OPERATIONS BY ARDAS AND STATES 
AS AT OCTOBER 31, 1950 

MALARIA ERADICATION PROJECT No. 512-51-014
 

Operation 
Not in ScheduledA r e a s Statcs In Operation Operation To Begin 

I 1 	Amazonas 
 1 (partial)
 
2 Pard 
 1
 

II 3 	Maranhao 
 1 
 1963

4 Piaui 
 1 	 1963
 

III A 5 	Ceard 
 1
 
6 Rio G. do Norte 1
 
7 Paraiba 
 1
 

III B 8 	Pernambuco 
 1 1960
 
9 Alagoas 
 1
 

10 Sergipe 
 1
 

IV A 11 	Bahi, 
 1 	 1962
 

IV B 
 12 Minas Gerais 
 1 1961
 
13 Espirito Santo 
 1 1961
 

V 14 Guanabara 
 1 	 1960
 
15 Parand 
 1 1960
 
16 Sta. Catarina 
 1 
 1960
 
17 Rio G. do Sul 
 1 	 1960
 

VI 18 	Goigs 
 1 	 1961
 
19 Mato Grosso 
 1 	 1961
 

V A 	 State of Sao Paulo 1
 
(8 Zones - 21 Sectors)
 

Note :- Area V-A (State of Sao Paulo) is State operated and controlled.
 
All other areas and states are operated and controlled by the
 
Federal Government.
 

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



MALARIA ERADICATION PROGRAM 
(as of October 31, 1960) 

TEPRIr. DO ATTACHMENT "I" - 1 
RIO BRANCO TER,I11. DO Report of Audit No. 3-6] 

v, lx,xv f xRIO GRANbE 

"AAA*,M 
x,4y 

'KgrD 

KG 
ON X 

'KI 

it 

K AGOK 

l~k 

XO 

PARAIB 

!i RYs 

I 

"': :"" :" :" , ..IO bE 

5ANTO 

J\INEII O 

-'.L'II
 

COMPLETE PROGItAM PREPARATORY CFILOROQuIN ESALT PROGRAMIN OPERATION PHASE 

Source: H&S Division, USOM)So 



ATTACHMENT "J"
 
REPORT OF AUDIT No. 3-61STATETENT OF ICA-FINANCED COMmODITIES 

RESULTS 01' END-USE OBSERVATIONS 
AS OF NOVEMBER 30, 1960 

MALARIA ERADICATION PROJECT Io. 512-51-014 

Number of End-Use Reports issued by H. & S. Division-;.-* 253
Number of End-Use Reports issued.by.Audit.Section ........ 34
 
Total End-Use Reports issued ... 287 

EID-USE RESULTS AT PERCENTAGES BY AREAS 

Arpas Satisfactory Percentage Unsatisfactory Percentage Total 

Rio . . . . . $ 269.225.38 26,2% S 758.038.48 73,8% $ 1.027.263.86 
Recife . .... 680.504.40 62,8% 403.187.04 37,2% 1.083.691.44 

Sgo Paulo . .*. . 316.112.75 47,7% 346.492.04 52,3% 662.604.79 
Belem . e o ... (x) 1.888.522.90 92,7% 148.483.91 7,3% 2.037.006.81 

Total . . $ 3.154.365.43 65,5% $ 1.656.2C1.47 34,5% $ 4.810.566.90 

(x) -
This figure includes $ 1.850.260.92 of chloroquine powder supplied to AREA I (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.
 

http:1.850.260.92


ATTACM4WT "K" 

REPORT OF AUDIT No. 3-61
 

LI'S'" OF MNAUAL ORDERS AND DIRECTIVES APPLICABLE TO THIS 

PROJECT A1M RELATED AUDIT REQUIREMNTS 

Directive No. Title Date 

M.0. 232.1 USOM Controll:r Function. 7/26/54 

M.O. 233.1 Functions of the Program Office and Technical 
Service Offices in USOMs. 

12/26/56 

M.O. 

M.O. 

235.2 

310.1 

Functions of Cooperative Service Business 
Manager in Administration and Financial 
Management. 

Programs for Evaluation and Audit of ICA 

Operations. 

2/25/58 

11/18/57 

M.O. 514.8 iemoranda of Conversation. 6/13/56 

M.O. 520.1 Records Management Program. 11/12/54 

M.O. 541.1 Personal Property Management and Control 
Missions. 

8/24/55 

M.O. 601.1 Basic Relationship of USOMs and Diplomatic 
Missions on security. 

10/I1/56 

M.O. 704.1 Review and Observation of ICA-Financed 
Assistance: Introduction. 

4/ 1/56 

M.O. 704.3 Review and Observation of ICA-Financed 
Assistance: Project-Type Assistance. 

4/ 1/56 

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

M.O. 732.2 Sample of Accounting Transactions for Project 
Type Assistance. 

7/ 1/54 

M.O. 732.3 USOM Accounting for Projoct Assistance. 7/ 1/56 

''' ... O. 



ATTACHMENT "K" 
-2- REPORT OF AUDIT No. 3-6l 

Directive No. Title Date 

M.O. 751.1 	 Billing and Collection Procedure. 10/12/60 

M.O. 	 754.5 Property Accounting - USOM-ICA-owned non 6/ 1/59 
expendable Property. Index. 

M.O. 754.6 	 Arrival Accounting. 7/ 1/60 

M.O. 758.1 	 Acceunting Procedures for GSA Procurement. 7/10/59
 

M.O. 	784.1 Administration Audit of Vouchers-Voucher 7/ 1/57
 
Examination-G ene ral.
 

I.O. 797.1 	 Procedure for Actions to be taken by USOMs ll/ 7/58 

on End-Use or Other Reports Issued as Part 
of the Missionts Review and Observation.
 

M.O. 798.1 	 Reports on USOM Audit Activities. 7/ 1/60 

M.O. 1017.1 	 USOM Technical Service Reports. 6/16/59
 

M.O. 1051.1 Pro-,edures for the Administration of 12/28/56
 
Project-iype Assistance.
 

M.. 1051.2 Placement of Title to Project Commodities. 6/24/58
 

M.O. 1054.1 	 Instructions for the Preparation and Use of 12/23/58 
Form ICA-1O-5 Project Agreement. 

M.O. 1106.3 	 Regulation I. 
 11/25/57
 

M.O. 1113.1 	 ICA Procurement Pclicies for Non-Military 3/22/55
 
Commodities: Commodity Standard and 
Specifications. 

M.O. 1145.1 Project Implementation Order-Commodities 7/ 6/60
Form - Preparation and Use. 

M.O. 1145.4 Direct USOM-to-GSA Procurement. 
 4/l/57 

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

M.O. 1175.1 	 Marine Insurance. 4/10/56 



ATTACHMENT "I' 
-3- REPORT OF AUDIT No. 3-61 

Directive No. Title Date 

" IAn. 452.2 Financial Operations Arrival Pccounting. 6/30/-1 

x IAM. 950 Standards for Clearance of Audit Reports. 6/30/58 

x IAM. 960 Internal ludit Review. 6/30/58 

USOM/B 230-C Responsibilities and Functions of the 10/15/58 
Division of health and Sanitation.
 

USOM/B 230-J Responsibilities and Functions of the 4/15/59 

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 Project Implementation Documents. 
 8/ 1/6o
 

M ICA, Internal Audit Manual. 

14 


