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December 18,2006 

MEMORANDUM FOR MISSION DIRECTOR, 

FROM: Acting Regional Inspector 

SUBJECT: Close-Out Audit of the USAlD Resources Managed by CTA - Confederago das 
Associa@es Economicas de Mopmbique under the Mission's Special Objective, 
lmproved Enabling Environmental for Private Sector-led Growth and 
Development, Cooperative Agreement No. 656-A-00-99-00022 for the period 
June 29,1999 to September 30,2004 (Report No. 4-656-07-001 -N) 

This memorandum transmits the subject report prepared by Agency-Contracted auditor, Ernst 
and Young (Maputo, Mozambique). 

The audit was performed in accordance with the U.S. Comptroller General's Government 
Auditing Standards. The audit had scope limitations in that Ernst & Young does not have 
continuing professional education and external quality control review programs that fully satisfy 
the requirements set forth in the U.S. Government Auditing Standards. 

The Confederation of Business Associations of Mozambique (CTA), is the working group of the 
business associations of Mozambique. It was organized in 1996 to spearhead the private 
sector's push for the reduction of red tape in government institutions. In June 29, 1999 a 
Cooperative Agreement was signed between USAlD and CTA under the Mission's special 
objective, lmproved Enabling Environmental for Private Sector-led Growth and Development, 
Award Number 656-A-00-99-00022 for the periods June 29,1999 to September 30,2004 for 
$2,802,286. The purpose of the agreement is to Improve Enabling Environment for Private 
Sector-led Growth and Development and stronger representative private business institutions in 
order to strengthen private sector's capacity to be a proactive vuice for fundamental changes to 
laws, policies and practices. 

The objective of this audit was to conduct a financial audit of the USAlD resources managed by 
the recipient under the lmproved enabling Environment for Private sector-led growth and 
Development, Cooperative Agreement No. 656-A-00-99-00022 for the period June 29, 1999 to 
September 30,2004 in accordance with U.S. Government Auditing Standards and the USAlD 
"Guidelines for Financial Audits Contracted by Foreign Recipients." The audit covered 
$2,802,286 in expenditures of USAlD funds. The specific objectives of the audit included: 

Expressing an opinion on whether the fund accountability statement for the USAID-funded 
programs presents fairly, in all material respects, revenues received, costs incurred, and 
commodities and technical assistance directly procured by USAlD for the period audited in 



conformity with the terms of the agreements and generally accepted accounting principles or 
other comprehensive basis of accounting (including the cash receipts and disbursements 
basis and modifications of the cash basis). 

Evaluating and obtaining a sufficient understanding of the recipient's internal controls related 
to the USAID-funded programs, assess control risk, and identify reportable conditions, 
including material internal control weaknesses. This evaluation must include the internal 
controls related to required cost-sharing contributions. 

Performing tests to determine whether the recipient complied, in all material respects, with 
agreement terms (including cost sharing, if applicable) and applicable laws and regulations 
related to USAID-funded programs. All material instances of non-compliance and all illegal 
acts that have occurred or are likely to have occurred must be identified. Such tests must 
include the compliance requirements related to required cost-sharing contributions, if 
applicable. 

Determining if the recipient has taken adequate corrective action on prior audit report 
recommendations, if any. 

Due to the possible significant impact on the Fund Accountability Statement the auditors could 
not express an opinion on the Fund Accountability Statement. The audit disclosed the following: 

Total questioned costs of $2,305,872 ($245,440 ineligible due to costs that are unallowable 
by the agreement and cost principles and $2,060,432 unsupported due to costs not being 
adequately supported). 

8 Total questioned cost-sharing contribution of $586,000 as ineligible. 

Two internal control weaknesses: 
1) Inadequate contract management, no controls were put in place which led to 

noncompliance finding in respect of this USAlD project. 
2) Lack of internal control to ensure compliance with cost-sharing requirements. 

Thirteen instances of material noncompliance: 
1) Unsupported personnel costs charged to the USAID. 
2) No approval for acquisition of assets. 
3) Procurement procedures were not fully adhered to. 
4) Closing fund balance not remitted to USAID. 
5) Payment of consultancy services not fully rendered. 
6) Unsupported trave\ and transportation costs, supplies and other direct wsts. 
7) No prior approval by the contracting officer for overseas travel and transportation costs. 
8) Unallowable entertainment costs charges to the USAlD contract. 
9) Training courses for CTA staff instead of member associates. 
10) Potentially ineligible costs not tested - due to 65% of 80% of all transactions tested 

being questioned it is likely that the untested 20% does not comply with the agreement 
terms. 

11) Ineligible cost-sharing contributions of $586,000. 
12) Commingling of funds. 
13) Not all funding received from USAlD was recorded by CTA. 

Therefore, we are making the following recommendations: 



Recommendation No, I: We recommend that USAlDIMorambique determine the 
allowability of $245,440 in questioned ineligible costs and $2,060,432 in questioned 
unsupported costs detailed on page 19 of Ernst & Young's audit report, and recover from 
the CTA - Confedera~Zio das Associa~iies Economicas de Mocjambique any amount 
determined to be unallowable. 

Recommendation No. 2: We recommend that USAlDlMozambique determine the 
allowabtlky of $586,000 Ineligible questioned cost-sharing contributions detailed on 
paQes 57 - 58 of the Emst 8 Young's audit report, and recover from the CTA - 
ConfederaHo das Associa~iies Economicas de Mo~ambique any amount determined to 
be unallowable. 

Recommendation No. 3: We recommend that USAlDlMozambique ensure that the 
recipient corrects the two reportable internal control weaknesses detailed on pages 28 - 
36 of the Ernst & Young report. 

Remmmendation No. 4: We recommend that USAIDIMozambique ensure that the 
recipient corrects the thirteen instances of material noncompliance detailed on pages 40 
- 60 of the Ernst & Young report. 

In accordance with USAID's Automated Directives System (ADS) 595.3.1.1 .a and 595.3.1.5.a, 
an audit recommendation without management decision may be elevated three months after 
issuance. Contract, Grant, or Agreement Officers make management decisions on questioned 
costs and procedural audit recommendations resulting from Office of Inspector General (OIG) 
desk reviews of financial audits of contractors and grantees. Mission Directors make 
management decisions for audit recommendations pertaining to Strategic Objective Grant 
Agreements that helshe signs. Please have the responsible official provide RIGIPretoria with 
written notice within 30 days on any information related to actions planned or taken to 
implement the recommendations in this report. 
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PROJECT DESCRIPTION AND SCOPE 

me Controller 

USAID/ Mozambique 

JA T Complex 

Rua 1231, Nr. 41, Bairn Central C 

Maputo, Mozambique 

1.1 TRANSMITTAL LE'ITER AND SUMMARY 

Dear Sir 

Closeout audit of the of the USAID Resources Managed by CTA - CONFEDERAC;~~ DAS 

ASSOCIAC~ES ECON~MICAS DE MWAMBIQUE under the mission's special objective 

improved enabling environmental for private sector - led growtb and devdopm~nt. 

Cooperative Agreement N'. 656A-00-9940rrZ2-00. 

We have completed the audit of the above Project for the period June 29, 1999 to September 30,2004 

and report as follows: 

BACKGROUND 

The CTA - CONFEDERATION OF BUSINESS ASSOCIATIONS OF MOZAMBIQUE, is the working 

group of the business associations of Mozambique. It was organized in 1996 to spearhead the private 

sector's push for the reduction of red tape in government institutions. Over time, its role has grown 

to m e t  the changing dcmands of the private sector, the government and the international community. 

In response to its already documented successes, the member associations of CTA voted at the end 

of 1998 to turn the working group into a legal entity, a confederation of business associations. Now, 

in addition to continuing to address red-tape reform, the CTA has a mandate from its membefihip to 

pursue a broader range of activities. In general, CTA will work to increase the private sector's voice 

in policy changes affecting business. 

The CTA has functioned since its inception in an i n f m l  mganhtinn, with finsn,id ilsriwcc 

from USAID for one profc-:ional staff rn~-&cr. With thc \rork of t h i s  staff nrmbcr d &at of lu 

voluntary five-mcmber Board of Directors elected from the association's membership, the CTA has 

ab~Jj; d~bu~~ljIdldd& J d Y L ~ U ~  ~ T J ]  1.11 P ~ ' d  b&' J A J J ~ J .  



I I. 
PROJECT DESCRIPTlON AND SCOPE 

In June 29,1999 a cooperation agreement was signed between USAID and CTA. This agreement to 

support CTA is compatible with Government policies and priorities, as the government has shown a 

f m  conrmitmnt to institutional reform and the improvement of the investment climate in the 

country. 

CTA is the principal implementing partner for USAID support under the Mission's Special Objective: 

Irnprowd enabling environment for private sector-led g r o ~ h  and development. 'Ihe coopcration agremnt 

will develop and implement an institution-building program with CTA to achieve, under the Special Objective 

I n t d i a t e  Result 1.2: Stronger representative private business institutions in order to strengthen the private 

sector's capacity to be a proactive voice for fundamental changes to laws, policies and practices. 

In addition to the institutional suouort mentioned above. the CTA is involved in areas of uolicv debate that are . . . . 
directly linked to other Intermediate results in the Special Objective Fromework. USAID will provide funding 

for technical assistance in these areas through CTA. These areas include, but are not limited to: 

implementation of the VAT system and related fiscal reform; 

trade policy analysis; and 

Creation of an ADR-Alternative Dispute Resolution Center. 

Purpose of the agreement 

The purpose of the agreement is to improve enabling environment for private sector-led growth and 

developmnt and stronger representative private business institutions in order to strengthen private 

sector's capacity to be a proactive voice for fUndamental changes to laws, policies and practices. 

Duration and location 

The cooperative agmment was signed on June 29, 1999 for a three-year period, with a review at the 

end of each year to assess progress and determine whether to continue Wing over the next yeu. 
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1. PR<UECT DESCRIPTION AND SCOPB 

13 SCOPE AND METHODOLOGY 

The objechve of this engagement is to conduct a financial audit of the USAID resources Inanaged 

by the recipient under the Improved Enabling Environment for Private Sector Led Growth and 

Development for the period June 29, 1999 to September 30, 2004 in accordance with U.S. 

Govenuncnt Auditing Standards and the USAlD "Guidelines for Financial Audits Contracted by 

Foreign Recipients (Guidelines)." 

The specific objectives of the audit are as follows; 

Express an opinion on whether the fUnd accountability statement for the USAID-funded 

program presents fairly, in all material respects, revenues received, costs incu~~cd, and 

commodities and technical assistance directly procured by USAID for the period audited in 

conformity with the terms of the agreemts and generally accepted accounting principles or 

other comprehensive basis of accounting (includmg the cash receipts and disbursements baais 

and modifications of the cash basis). 

Evaluate and obtain a sufficient understanding of the recipient's intcmal controls related to the 

USAID-funded program, assess control risk, and identi9 reportable conditions, including 

material internal control weaknesses. This evaluation must include the internal controls 

related to required cost-sharing contributions. 

Perform tests to determine whether tbe recipient complied, in all material respects, with 

agreement terms (including cost sharing, if applicable) and applicable laws and rqdations 

related to USAID-hded programs. All material instances of noncompliance and all illegal 

acts that have occurred or are likely to have O C C U L I ~ ~  must be identified. Such tcsts nnut include 

the compliance rcquircmnts related to required cost-hmng contributions, if applicable. 

Determine if the recipient has taken adequate corrective action on prior audit rcpon 

recommendations, if any. 



Our methodology was as follows: 

Audit of l e  Fund Accountabw state me^ 

Held an entrance conference with the recipient and USAID to explain the audit objectives and 

01 her related matters on July 21,2005. 

Reviewed the dirtct costs billed to and reimbursed by USAIDMozambique and costs incurred 

but pending reimbursement by USAID, identifylng and quantifying questionable costs. 

All questionable costs resulting from instances of non-compliance with contract tcnns Pad 

2 
; a 
YI 

applicable laws and replations are included as findings. 

~ ~ ~ ~ ~ ~ ~ ~ , t I r a r  r ' l  4 ( - ~ k k l d # \ t  + t r  [ I \ \  \ \ \ tn  I*( 01 \ it I I~. I I \~I I  % \  i I E ~ B U N D P I I M E  
~ ~ ~ ~ ~ m m r l  t r r  ~ r m ~ r u l - % r ~  t41u rrli \It \ I  L I o n  I 1 I ) t , r o ~ l I ~  rlL\TLOmn\;; CDDPTWITRT 
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1. PROJECT DESCRIPTION AND SCOPE 

Reviewed general ledgers and project ledgers to dctmninc whether costs incumd were 
. . 

properly recorded. 

Reviewed procurement procedures to determine that sound commercial practices including 

competition were used, reasonable prices were obtained, and there were adequate controls ova  

the qualities and quantities received. 

Reviewed direct salary charges to determine whether salary rates arc reasonable for drpt 

position, in accordance with those approved by USAID, and supported by appropriate 

timcsheets. Unsupported salary charges were questioned and are also reported in the findings. 

Reviewed travel and transportation charges to determine whether they are adequately supported 

and approved. 

Internal Control Structure 

Reviewed and evaluated the recipient's internal controls related to USAID program to obtain a 

suffrcient understanding of the dtslgn of relevant contml policies and pmdms and whether thoQe 

policies and pmccdum have been placed in  operation, 

Prepared the report required by the USAID Guidclines, identifylng any reportable conditions, 

which are significant deficiencies in the design or operation of the internal controls, and the 

reportable conditions considered to be material weaknesses. Material wcakmsu arc 

rcpo~table conditions in which the design or operation of the specific internal control elemcats & 

not reduce to a relatively low level the risk that errors or irregularities in amounts that 

would be material in relation to the fund accountability statement may occur and not be detected 

wiihtn a timely period by management performing its nonnal h t i o n s .  Reportable 
1 . ~ '  * . 1. . . *  • - . .  . - a. - -  - a COMIIIOI~S, IncIuamg marenal WCPKIICSWS, arc KI IOM in me report as mdings. ~on-rcpambk 

conditions are included in a separate management letter to the recipient and referred to in the 

rclmr\ - th* intm~! r x7ri.l- 



I'HOJE('I' DESCRIPTION AND SCOPE 

~valuutd the control c n v i r o q  tk adequacy of tk Pccounting system% and corm01 procedma. 

Enphasis was placed on the policies and pmcdms that patain to the ncipient's ability to record, 

p r o c e ~ s ~ , a a d r c p o r t f i n n n c i s l ~ ~ ~ w i t h t k ~ a r r b o d i e d i n d ~  

of the find accountability statement This emphasis inchded, but not be litnited to, tk canpro1 syrtan 

for: 

a. ensuring that charges to the program are proper and supported; 

b. managing cash on hand and in bank accounts; 

c. procuring goods and services; 

d. managing inventory and receiving h t i o n s ;  

e. managing personnel functions such as timckccpii, salaxies, and W t s ;  

f. lnanaging and d q a q  of cmmmdities (such as vehicles, equipmenS and tools, as well as 

other commodities) purchased either by the company or directly by U r n ,  and 

g. ensuring compliance with agreement terms and applicable laws and regulations that 

collectively havc a material impact on thc fiud accountability statement. 

Compliance with Agreement Terms and Applicable Laws and Regulations 

In hlfilling the audit requirement to determine compliance with agreement terms and applicable laws 

and regulations related to USAID prognuns, we as the auditor followed, at a mhhm, guidance 

contained in AICPA SAS No. 74 (AU80I) entitled "Compliance Auditing Considerations in Audits of 

Governmental Entities and Recipients of Governmental Financial Assistance." Th Puditds report on 

conpliance should set forth all m a W  insmca of xmxm@hw as findings. Nonmaterial 

instances of non-compliance shouid be included in a separate managcmnt letter to the recipient and 

r e f e d  to in the report on compliance. 

The auditor's report includes all conclusions that an irregularity or illegal act either has occurred or is 

likely to have occurred. In reporting material irregularities, illegal acts, or other ruwrcompliure, the 

auditon should place their findiags in proper perspective. To give the reader a basis for judging the 

prevalence and consequences of these conditions, the instances identified should be related to the 

universe or the number of cases examined and be quantified in trma of US dollar value, if appmprhte. 

In presenting material Imgularities, illegal acts, or other nobcompliance, auditors should follow the 

T&; stm3;uds contPid in Chnptm 5 of I1.S. G O V C ~ ~ L W  Audlfuy Sudlir-&, 

provide lea extensive disdnsure of iri~~uld:lics illegal acts that arc not m a t 4  in tithex a 



PROJECT DESCRIPTION AND SCOPI., 

quantitative or qualitative sense. Chapter 4 of U.S. Govcmmnt Auditing Standards provides guidance 

on factors that may influence auditor's materiality judgmng. If the auditor conchdes thrt sufficient 

evidence of lmgulsritin or illegal acts exists, they should contact the USAID RIG office and should 

exercise due professional care in pursuing bdicathns of possible kTegularitics and illegal acta so as not 

to interfere with potential future investigations andfor legal proceedings. 

a. Identified the agremwnt tern and pertinent laws and regulations and determine which of 

those, if not observed, could have a direct and material effect on the fund m t y  

S t a ~ t .  

h Determined if payments have been made in aaodmw with agrecnmt tcmr a d  applicable 

laws and regulations. 

c. Determined if h d s  have been expended for purposes not authorized or not in accordance 

with, applicable agreements k m ~ .  If so, the auditor should identify k c  costs as ques t id  in 

the M acunmtabii statmen!. 

d. Identified any costs mt considered qpqniatc, cksslfylng and cxplainmg why t&K costs me 

questioned. 

Audit of Cost Sharing Schedule 

In fulfilling rcquimnent related to cost sharing schedule, we considad the fact that this was an agmncnt with a 

life-of-project budget for cost-sharing contributions hence it was not possible to determine whether the 

contributions have been made as required until the agccnmt ends. Nonetheless, USAID and thc recipient need 

reliable information to mnitor actual co~t-sharing contributions throughout the life of the agrcamnt. 

We have audited the cost-sharing schedule to ascertain whether contributions were provided and accounted for 

by thc rccipicnl in xu'cordulcc uith thc IC~J.,. of the agccmcnt and if the schedule is fPirly presented in 

ascordance with the basis of accounting used by the recipient to prepare the schedule. We have also reviewed 

the cost-sharing schedule to dctennine if cost-sharing contributions were provided by the recipient in 

accordance with the tmns of the agmment. 

We have also obtained confirmation from projects used to finance cost-sharing schedule pcpued by CTA. 

Funds used as cost.-sharing contribution are not managed directly by CTA. 
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I. PROJECT DESCRIPTION AND SCOPE 

As pan of the closeout procedures we: 

Rcquated confirmations of funds w i v e d  as cost-sharing conhibutions from PODE - Project0 dc 

Desenvolvimnto EmprKauial and ASDI - -a Succa de Desenvolvimnto Intanaciod; 

Reqwsted inventories of assets acquired with USAID funding for phy~icol vaification purpose; 

Required evidence of t m f a  to USAID of any remaining balances of the W i n g  mi& afkr any 

senlanent; 

Reqwated  ciliat ti on of any un-liquidated dmcui to the recipient and pending mrnburscmma by 

USAID. 



PROJECT DESCRIPTION AND SCOPE 

1.4 SUMMARY OF AUDIT RESULTS 

1.4.1 LIMITATIONS OF SCOPE 

1. We do not have a continuing education program that fully satisfm tbe requirement set forth in 

Chapter 3, paragraph 3.45 of U.S. Government Audiling Stondords. Howcvcr, our currctlt 

program provides for at least 160 horn of continuing education and training every two years. 

We are tPlang m t e  steps to i q 1 a n M  a coatinuing &cation p r o p  tht fully satisfies 

thc r q k m m t .  

2. We did not have an external quality control review by an unaffiliated audit organization as 

required by Chapter 3, paragraph 3.52 of U.S. Government Auditing Standards, since no such 

program is offered by professional organizations in Mozambique. We believe that th effects 

of this departure ftom U.S. Government Auditing Standards is not material becruse we 

participate in the Ernst & Young Global worldwide intcxnal quolity control review program 

which requires our office to be subjected, every three years, to an extensive quality control 

review by partners and managers from other affiliate offices. 

3. The Fund accountability statement presented for audit purposes was prepared based on 

General Ledger not on dish-nt reports as required by the Guidelines. The recipient wor 

not able to provide reconciliation between the Fund accountability statement premed and 

the disbursement reports produced. 

1.43 FUND ACCOUNTABILITY STATEMENT 

A disclaimer of opinion has been issued to the Fund accountability statement due to the material 

questioned costs described below. 



PROJECT DESCRIPTION AND SCOH 

I 1.4.2.1 QUESTIONED COSTS - USD 2,305,872 

1.4.2.1.1 UNSUPPORTED COSTS - Personnel - USD 1,332,447 

Although individual cowacts exist, employees timtsheetsl clock cards wrrc not recordtd by CTA and 

ADR for control purposes; thcreforc we were not able to validate timt costs cbaxgcd to USAID as 

personnel costs to Juppomng documents axmunting to USD 1,072,423 and USD 260,024 for CTA 

and ADR, respectively. The unsupported costs were identified as payments to pcrso~cl, for which 

there were no supporting timshccts for the unit days charged to the contract. 

See Section 4.2: Finding No. 1 

1.43.1.2INELIGIBLE COSTS - Conrultants - U8D 20,213 

We were not presented with evidcnce of procurement made for selection of a consultant for 

production of the business urdcx for CI'A. 

See Section 4.2: Finding No. 3 

I 1.4.2.13UNSUPPORTED COSTS - Travel expensea & Transportation - USD 18,369 

We were not supplied with supporting documents for payments ma& for travel and transportation 

costs. 

Sect Section 4 2  Finding No. 6 

/ 1.4.2.1 IUNSUPPORTED COSTS - Equipment - USD 120,906 

Alhugh requested, we were not presented with a detailed inventory1 listing of assets showing 

clearly assets procured with program funds titlcd to USA Government and others titled to other 

donors. Additionally, we were not supplied with supporting documents for payments for the 

acquisition of equipment amounting to USD 42,997. F w r c ,  procurement procedures (at least 

three quotations for acquisitions above USD 500) were not adhered to for acquisitions of goods 

and services totaling USD 42.736. 

We were not supplied with evidence of pre-approval for acquisition of a non-USA origin vehicle 

acquired locally for an amount of USD 23,950. 

See !Section 4.2: Finding No. 2 



PROJECT DESCRIPTION AND SCOPE 

A.2.1.5INELIGIBLE COSTS - Other payments - USD 6,000 

We were not supplied with details or with supporting documents for payments amnmting to USD 

6,000 made during the first year. Additionally no budget was available for these payments. 

See Seetion 4.2: Finding No. 6 

I.43.ldUNSUPPORTED COSTS - Othen (Supplies and Other Direct Costs) - USD 10,256 

We were not supplied with supporting documents for payment of various expenses charged to the 

contract. This includes an amount of USD 3,600 related to reimbursements mPde to managcmcnt for 

vehicle usage, which were not supported by the LOG book and payments ma& without evidence of 

procurement made amounting to USD 4,612. 

See Section 4.2: Finding No. 6 

1.4.2.1.7 CLOSING FUND BALANCES TO USAID -USD 25,190 (UNSUPPORTED USD 9,678 and 

INELIGIBLE USD 15812) 

CTA managemt did not remit closing balance funds totaling USD 15,512 to USAlD as required by 

the Guidelines. See Section 4.2: Finding No. 4 

There is an excess not reconciled difference of USD 9,678 in the Fund Balance as per the Fund 

accountability statement compared to the bank balances reflected in the tmnk reconciliations. 

Ikc Scetlon 43: Finding No. 12 

Furthermore, the above r e f d  closing balances reflected aa per the fund accountability saamwnt 

for CTA (USD 10,118) and ADR (USD 15,072) differ fiom the balances reflected in the bank 

ledgers and reconciliations for CTA (2,404) and ADR (USD 13,108) by the amounts of USD 7,714 

and USD 1,964, respectively and no reconciliition of the diffmaces were prepared. (See note 224) 

1.4.2.1.8 INELIGIBLE - TRAVEL AND TRANSPORTATION TO ABROAD - USD 137,844 

CTA incwred costs for oveneas travel, for which we were not supplied with evidence of f o d  

approval granted by the USAIDI Mozambique mission. 

Set Scction 4.2: Finding No. 7 



1. PROJECT DESCRIPTION AND SCOPE 

1.4.2.1.9 INELIGIBLE - PAYMENT OF ENTERTAINMENT COSTS - USD 15,115 

Pmjm fh&- w d  to pay for meals and en-t during a seminar held in Maputo and 

paymnt for a venue held in September 2004 without evidence of procurement mrrde. 

I See Section 4.2: Finding No. 8 

1.4.2.1.10 INELIGIBLE - CONSULTANTS COSTS - USD 33,235 

The consultaMs services rmdercd unda a contract signed with KPMG for the accounting &CS 

provided for the first year of the a g m t  did not obtain its objective, the establishmem of levels of 

internal controls within CTA which arc acceptabk and in compliance with USAID S- ad 

Regulati00~. Tbe nature a d  scope of the acaral h c e  nnderd, to perform fiuancirl record keeping 

for one year in accordance with statutory requhmnts, was mt  requid in trma, of the a m .  

See Section 4.2: Finding No. 6 

1.4.2.1.1 1 INELIGIBLE - TRAINING FOR CTA STAFF - USD 17,521 

Expenses related to training for CTA mo~gmwnt  staff was paid during the period. HOWCVQ, 

mining as per the agreement ttrms should only be for CTA members associations. 

See Section 4.2: Finding No. 9 

1.4.2.1.12 UNSUPPORTED - SUB AGREEMENT PAYMENT - USD 7,200 

We were not supplied with evidence of contract signed with to AClZA - AssociaGo Conm~ialda 

ZPmbCzia for payment of a sub agreement made during the period. 

See Section 4.2: Finding No. 6 

/ 1.43.1.13 UNSUPPORTED COSTS - OTHER NOT TESTED - USD W,457 

Our audit tests were made on a sample bash, which covered 80% of the trumctior incunrd by 

CTA. Due to the materiality and impact of the questioned cost, almost 65% of total payments, it is 

unlikely that the 20% transactions not tested will comply with tbe agreement te rm and provisions. 

!3ee Sectlsn 4.2: Finding No. 10 



1. PROJECT DESCRIPTION AND SCOPE 

1 1.4.2.1.14 UNSUPPORTED - FUND CONFIRMATION FROM USAID - USD 1,119 

Thc confirmption received h m  USAID for fimds disbursed under the agremwnts (USD 2,827,441) 

diffrrs from the amwnts reflected as raceipts in thc Fund acwuaability statenmu (USD 2,826,322) 

by an amount of USD 1.1 19, which has mt been recomikd a d  justified. As such, we am unable to 

validate the difference d i s b d .  (See note 222) See Scetion 43: Finding No. 13 

I 1.4.2.1.15 RECOVERABILITY OF BANK BALANCES 

CTA used Crcdicoop as its bank to receive ! h i s  h m  USAID and to makc payments dunng the 

period ended 30 June 2002. Crrdicoop was mt  a conmvrrinl bank but a credit cooperative. In 2002, 

Credicoop declared bankruptcy and the liquidah process is still underway. In 2003, CT'A Illplvecd 

to recover USD 10,000 out of the balance ofUSD 21,064 (USD 14,358 and 224,919,000 tho- 

of Mcticais) paid by the head of Credicoop, who was a h  head of the CTA at the thne. (See nu& 

There was no an adequate internal control smctwe over the agreement cxpcnd~tum and CTA did 

not establish appropriate systems of internal control to deal with tbe sophistication of qukmcm 

of this USAID Contract. Among other facbprs, this was due to not hviug a responsible, senior 

person, with adequate accounting skills who is familiar with the compliance requimmts of the 

agmment. Management lacked adequate financial management skills and knowledge of USAID 

agreement terms and provisions, which contributed to the wtskness in internal control. As m l t  

tbe following situation occuned: 

- 

i 
ml 

1. Contract management: the company's management did not errrun that staff was adequately 

trained to review, interpret and implement the clauses of the contract with USAID. 

4.24) 

1.43 MATERIAL CONTROL WEAKNESSES 

2. Material control wc;rkresscs on handling thc bank accounts, as project funds were used to 

deposit funds received from other donors. The bank reconciliations have m t  been approved 

and signed by the person preparing it. Furtbennore, they include many open iterns dated 6 

months and older and do not match with the Fund accountability s t a t m t .  

3. No control over actual hours worked by staff has been kept through out the project life. 
4. No adequate segregation of duties was implemented, as thc finnncial depomncnt was 

contpased by d y  om panon w~vrtfiout adequate suprrvis~on by nmupenrnL 



1. PROJECT DESCRIPTION AND SCOPE 

5. No timtrhccts were inqlmrented to control external consultants unit &ys cbarged to tbc 

project. 

6. Managrment did not maintain adequate accounting records to register USAID fbding. As a 

result the cdkmatiou received from USAID for fuado disbYrsad under the agr#mntc (USD 

2,827,441) differs from the amounts reflected as receipts in the Fuad wmmtability statement 

(USD 2,826,322) by an amount of USD 1 ,119, which h.s not been reconciled md j d e d .  

7. Muraganent did not maintain adequate c o ~ l s  to monitor and recad cost sharing oantribytioap 

8. Procurement procedutes wen not adhered to for acquisitions of goads and savices w i h g  

USD 42,736. 

9. Closing balance fumh totaling USD 15,512 were uot remitted to USAID. 

10. Management did not maintain an adequate Fixed Assets !,I Invmtory listujg sbowiug all 

CTA's assets, source of fmance ond omornrt. As such we wen not able to verifL whaher 

USAID procured non a p d a b l e  assets do exist. Additionally we were not supplied with 

evidence of formal approval obtained from USAID for the acquisition of capital cxpcnd~ture 

(equipment and other). 



I I. PROJECT DESCRIPTION AND SCOPE 

1. Personnel costs were not supported by timheetr/ clock cards as rquired by USAID 

requircmnts. Additionally, payments of MSS - Sociol Security related to rcmmcrati011 paid 

were not mPde timorously therefore representing a noncompliance with social security 

regulation regarding payment of MSS. 

2. Relevant documents governing the contract were not made available by rrmugamt to 

employees, especially documents related to allowable costs - OMB circular A-122 (claw 

3.1 of the contract) and cost sharing - 22 CFR 226.23 (clause 3.21 of the contract) and otber 

relevant Federal Qcumcnts. As such, we arc unable to conclude that the contract m 

implemnted and llla~ged in accordance with all agreed conventions; 

3. Acquisition of general purpose equipmtnt and vehicles without f o n d  pre approval by tbe 

USAID/ Moumbique mission; 

4. Lack of adequate listmg/ inventory of assets acquired under the a p c n m G  

5. Non adherence to procunmmt to procurement procedures; 

6. Payments of expenses without adequate suppotting doamnution; 

7. Travel and transportation costs oveneas without prc approval by the USAID/ Mozambique 
mission; 

8. Lack of supporting documents and details for pymm made 

9. Close out procedures were not complied with; 

10. Payment of entertainment costs; 

1 1. Payments of consulmncy services not performed whose objectives were not achieved md 

12. Payments of sub agrrmvnt without supporting contrrrct. 

13. The recipient did not maintain adequate controls over cost-sharhg contributio~u. As S U C ~  wc 

were not able verify supporting documentation in respect of cost-sharing c o n m i t i o ~  made. 

Additionally, although we have received a confhn~tion fmm PODE in respect of frndr 

disbursed to CTA - Conf- das Asfocb$k~ F h d m i ~ ~  & Mopdique ,  we wen 

d 1 e  to detmninc if the coat shPriqn contribution was used fix the progmm objectives and 

thercfm docable to the agmmcnt. As such, cost skuing contributions arc iaeligiblc in tam 

of the Mandatcny StPndords Provision titled "Cost ShPring'. C4. 



1.4.5 COST SHARING 

We noted that drplng the period no regular control was kept by managcmnt over the cost sharing 

amounts received. 

Add~tionally, although we have received a codhation from PODE in respect of furds dirburacd to 

CTA - ConfedenFgo das Assocm@a Ecodmicas de Mopdigue, wc wen unable to dcmnim if 
tht cost sharing was used for the program objcctivu and tbenfone ahcable to the a- 

1.4.6 CORRECTIVE ACTION TAKEN ON PRIOR AUDIT REPORT RECOMMENDATIONS 

Then wcre no prior audit reports issued for this agreemmt. 

1.4.7 CLOSEOUT PROCEDURES 

The agrermcnt No. 656-A-00-99-00022-00 expired on 30 September 2004. In tern of the 

closeout audit procedures, CTA - CONFEDERACAO DAS ASSOCIAC~ES ECONOMICAS DE 

MWAMBIQUE did not provide adequate details of noaexpcndable property (fixed assm) 

acquired undm the agreement. Additionally CTA did not remit to USAID the remPining balance of 

USD 15,512. 

1.4.8 CTA - CONFEDERACAO DAS ASSOCIAC~ES ECONOMICAS DE MWAMBIQUE - 
MANAGEMENT COMMENTS 

General Comments - OIS 

1. Management noted with satisfaction that the auditor, in the TRANSMITTAL LETTER AND 

SUMMARY (pages 1 and 2), clearly stated that, starting with practically w staff (ody oat 

person) in June 1999, CTA was established aud operatiom1 with an agenda set for policy reform 

and achieved a great deal of its purpose, becoming the only viable institution in Mozambique for 

economic policy reform Other countries have reported that the establishment of similar 

institutions m m l l y  takes more time, and requires spending three to four times more thn what 

was needed for CTA. Management of CTA, all 62 Member Associationr, md the buainess 

community confumed during the recently held 9th Annual Private Sector Codheme the 

importance of the dialogue between the goverwvnt and private sector, which waa mdc pouibk 

by USAID support to CTA. 



I. -ON AND SCOPE 

2. The auditor left the impression that CTA has absolutely no dmhhtmtive and h i a l  controls in 

place. This is complaely wong. CTA has established a simple value-fof-mmcy system to allow 

managrment to have sufficient control of finrncial decisions a d  to be able to trace back all 

expedtures a d  to be able to issue financial reports as required by various interested pPvtiu in 

the CTA system Management was able to prove this by off- the auditors the infomn!ion 

required for their auditing functiox~. That said, due to sustainability concerns, Management took 

the strategic decision to minimize its administrative workload, by simplifylDg and mjnimizing 

administrative processes. Thcrefore management was able witb minimal resources to achieve 

high results in its progxam targets. Managcmnt accepts the aecd to improve its system and has 

already identified and iqlemnttd a number of improvements. However, to irnpkmcnt 

significantly more sophisticated controls would have required increased funding. If CTA was able 

to obtain more resources at the level of about USS300,000/yur, additionally, it would have 

established a more sophisticated internal controls systems as discussed in this auditing process. 

3. Thcrefore, USAID and CTA need to make a nranegemnt decision on the acceptabk level of 

controls vis-P-vis costs. In an UWlPl budget of less than USS600,000, the requiremnt to spend 

50% in sophisticated fmcial Pad administrative control seems excessive, laving lIlininnl 

resources available for the objectivca of the program. 

The comments given by management 

already provided to the auditors. 

are which the vast majority 



mo pJ=q lu=mlap r(lvqlOun0m 

pny~~~~~-w?Am-mg.=b!~w~=~~*~~ 

~-vuJ~~M~w?~Q~~Fw~~~?~L'woz '0~~~016661 

'6z =r POW ?q, JOJ mb1m30yv aa SV~MIONO~~ s3~3mssv sva oy3waaw03 
- vm 'CQ phmn s-w msn aq~ 30 JWWQS 4!1!qano~3e pond w pave a~w 9~ 



AUDITOR'S REPORT ON THE FUM) ACCOUNTABILITY STATEMENT 

The Fund accountability slatanent praeatd for audit purposes was prepared based on Geaarl Ledger 

not on disbursement reports as required by the Guideliner. The recipient was mt able to provide 

reconciliation between the Fund accountability statement presented and the dirbr~~cmcnt reports 

produced. 

The results of our tests disclored the following material questioned cobto as dctaikd in tk fimd acmmtMity 

statement: S 2,060,432 (See note 2.23 and 2.2.2) in coats th t  are mt suppod with ukquotc 

documentation or did not have required prior approvals or authorizations and S 245,440 in cats  that ue 

explicitly questioned becaw they we not program r c W ,  unrruorublc, or prohibited by the tcma of the apemmts 

(See note 2.23 and 2.2.4). 

Due to the possible significant impact on tbe Fund Accountability Statement d t i n g  h tbe e fkt  of the 

paragropha above we are not able to express dconsequcntlydamt expnssanlDdepcadentopiniononthc 

attached Fund Acunmtability Stattmnt for tbe period June 29, 1999 to Scptanber 30,2004 in PcoordPnce 

withttutemrrofthca~dinconfOrmitywihthe~uofaccormting~kinnote2.2.1. 

In accordance with US. Government Adring Standanis, we have rlso issued our reports ducd November 

13, 2005, on our considention of CTA - Confkdem@o dos Ass&es Economicas & Mopmbique' 

intend control over finarrcid reporting (Sectim 3) and our tests of b c o m p b  with proviabas of 

lawsandrcgulotions(Section4). Tboeenportparcan~ndegrplpartofmauditperf~inrccorbaEcwith 

US. Government Auditing Stan&& ond should be r a d  in  on with this Indepcadeat Auditor's 

Report in conudering thc results of our audit. 

This report is intended for the information of CTA - CONFEDERACAO DAS ASOCIAC~ES 

ECONOMICAS DE MWAMBIQUE and the U.S. Agency for International Devetopmcnt 

(USAID). However, upon nlmse by USAID, this rrpm is a rluncr of pnblic record and its 

distribution is not limited. 



AUDITOR'S REPORT ON THE FIND ACCOUNTABILITY STATEMENT 
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NOTES TO THE FUND ACCOUNTABILXTY STA'IEMENT 

2.2.1 SIGNIFICANT ACCOUNTING POLICIES 

a General 

The fund accountability statmvnt WYIS prcpond on the crrh h i s .  In eccordPncc with thu principal, 

receipts ore only accounted for when received and expcwr when paid for. 

Purchases of equipment are recorded as currmt expenditure in the fund accountability strtmmt in 

the period in which they arise. 

The fund accounmbiiity smtemmt is pnzented in USD. All elcpenses in Mcticrir were converted and 

registered in USD, at the exchange ntc applicable on the tronsoction date. The foreign exchgc  

gam and lorses are reflected on the entity hancial statements. 

The exchange rates used by the recipient during the period were as follows: 

Period 

1999 ZOO0 

2000 2001 
- 

2001 - 2002 
-- -. 

2002 2003 

2003 - Zoo4 

Average errhasee rate 

12,360.19 
-- -- 

22.1 14.W 

'3.9 i3.08 

24,000.00 

21,449.99 



.Al;DITOR'S RE PORT ON THE FUND ACCOUNTABILITY STATEMENT 

2.2.2 FUNDS RECEIYED FROM USAID 

Represents total funding received fiom USAW during contract life. 

CTA ADR Total 

Per Fund accountability statement 

Per confirmation received (a) 

Diffmnce 

(a) Fun& were received u follows: 

Receipts fmm USAID (Crsdicoop - CTA) 

Receipts fmm USAID (Stmdud Bank - CTA) 

Receipt, from USAID (Stmdud Bank - ADR) 
Ocha funds not accounted by CTA 

2.23 QUESTIONED COSTS 

2.23.1 PERSONNEL - UNSUPPORTED - USD 1,332,447 

Unsupported costa of USD 1,332,447 comprises of persomu1 costa, for which timeheed clock cuds to 

justifL hours charged to the agmmnts wen not maintained. (See note 4.2.1) 

2.23.2CONSULTANTS - INELIGIBLE - USD 53,448 

Refen to Consdtmcy costs of USD 33,235 relating to KPMG for the accounting amices provided for th 

first y e a  of the agrcenrnt, as the contract did not obtain its objective, tbe estrbbhmt of intend 

controls within CTA which arc acceptable and in compliance with USAID Standards and regulations. (Sw 

rote 42.5) 

Rcfcrs to Consultancy c a b  of USI) 20,213 relating to KPMG for &c production of business index for 

CTA, for whirh wc wcrc not sup~licd with cndcaue of procutcamt made, if any. (See mu& 4.13) 
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2. AUDITOR'S REPORT ON THE FUND ACCOUNTABILITY STATEMENT 

2 2 3 3  EQUIPMENT- UNSUPPORTED - USD 120,906 

Refers to capital cxpendihue for general purpose equipment md vehicles, for which we mre not: 

- Presented with a detailed inventory/ listing of assets showing clearly assets procured with program 

funds titled to USA Govtmmnt and others titled to other donors. (See note 4.2.2) 
- Supplied with supporting documents for payments for the acquisition of quip-t a m u d q  to 

USD 42,997. (See note 42.2) 

- Supplied with evidence of procurrment procedures pcrfonned (at least thee quotation, for 

acquisitions above USD 500) for acquisitions of goods and services totding USD 42,736. (Scu 

note 4.2 2) 

- Supplied with evidence of pre-approval for acquisition of a non-USA origin vehicle acquired 

locally for an m u n t  of USD 23,950. (See note 4.2.2) d, 
- Supplied with e v i k  of pre-approval obtained for acquisition of general purpore equipment of 

USD 1 1,223. (See noJe 4.22 

2.23.4 SUPPLIES - INELIGIBLE - USD 15,115 

Project funds of USD 15,115 were used to pay for meals and entcrrainment during Kminus held in 

Maputo (catering services amounting to USD 5,155 (See nore 4.2.8)on 30 September 2004, CCMUSA 

meals of USD 30 (See note 4.28) on 3 1 March 2004 and ChPmber of Commerce Mozambique USA of 

USD 30 (See note 4.2.8) on 14 April 2004 and payments to Minumu, Lda of USD 9,900 (See rrou 

4.2.3) on 30 Scptcmbcr 2004 for a venue held, for which we were not supplied with evidmce of 

procurement performed). 

233.5 SUPPLIES - UNSUPPORTED - USD 8,212 

Includes: 

- Payment of USD 3,600 to the Executive Director of CTA for reimbunemmt of fk1  c- without 

supporting d o c m a  (LOG book or any other sort of control), as specified in his employment 

contract to be entitled to this right. (See nore 4.2.6) 

- Payments without evidence of p r o c u ~ ~ t  performed (Camoft - USD 2,229 - Septrmkr 2001; 

Papelaria AcadCmica and Photocopy solutions in June 2002 by the mounts of USD 641 and 935; 

and vehicle maintenance USD 807 in July 2004). (See note 4.2.6) 

233.6 TRAVEL & TRANSPORTATION - INELIGIBLE - USD 137,844 

Includes costs with overseas travels for which we were not supplied with evidence of fomtrl approval 

obtained from the agremvntf officer. (See note 4.2.7) 



AUDITOR'S REPORT ON THE FUND ACCOUNTABILITY STATEMENT 

23.7 TRAVEL & TRANSPORTATION - UNSUPPORTED - USD 18,369 

Refers to unsupported travel expenses as follow: 

.23.8 TRAINING - INELIGIBLE - USD 17,521 

Refers to costs incumd with training of CTA d ADR staff when the training line in the budget relate 

to training of associates of CTA. (See note 4.2.9) 

-23.9 OTHER DIRECT COSTS - UNSUPPORTED - USD 2,044 

Refen to payment of lodging costs at Salvor Hoteis of USD 2,044 in February 2003 without supportia% 

documtntation (See note 4.26) 

.23.10 OTHER PAYMENTS - INELIGIBLE - USD 6,000 

Refers to expenses paid outside thc approved budget and far which we were mt pmcnted with 

supporting document nor with details of paymnts made. As such, we wcn not able to allocate it to a 

specific budget line. (See no& 4.2.6) 

.23.11 SUB GRANT ASSOCIATION - UNSUPPORTED - USD 7,200 

Rel-m to paymcnt of a sub grant to ACIZA - Associa#o Comcrcial & hmbkh,  an associate of CXA, 

fbr which we were not supplied with the contract. (Sa nute 426)  

!.23.12 EXPENSES NOT REVIEWED - UNSUPPORTED - USD 560,457 

Our audit tests were made on a sample basis, which covmd 80% of the trrwctionr i d  by CXA. 

Due to the materiality and impact of tbe questioned cost, almost 65% of total prymmts, it is unlikely 

that the 20?4 transactions not tested will conply with tbe agteanent terms urd provlionr. l b a c  

questioned coots related to actual expmses incumd in the Fund Accountability Sta- for which we 

were not able to allocate to the different budget lines as they arc d t  of a diffe~mcc between tbe audit 

sample and the total population taken 0s a whole. (See note 1210) 



.2.4 FUND BALANCE 

Per Fund accountability statement 

Bank balance 

BSTM - USD 

BSTM - MZM 
Credicoop MZM (a) 

Cndicoop USD (a) 

Unrccomilled difference 

CFA ADR Total 

10,118 15,072 25,190 

See section 4.2jhdnp and r e c o m r ~ n , f l n d i n g  na I2 

Qucmoncd cosu arc: 

Cash balance mt remitted to USAID 

Unrecovmble balance (a) 

Umtconcilled difference See secrion 

42.12 

(a) CTA used Crcdicoop as its bank to receive fuads h m  USAID and to mske pa- 

dunng the period ended 30 June 2002. Credicoop was not a cotlnnerciol bank but r credit 

cooperative. In 2002, Credicoop declared bankmptcy and the liqukbtim p r c w n a  ia 611 

underway. Tlw balance at the time war USD 2 1 , W  (USD 14,358 and 224,919,000 

thousands of Meticais). In 2003, CTA nunaged to recover USD 10,000 paid by the hd of 

Credicoop, who was also head at the CTA of the time. (see sed&r 42.4) 



AUDITOR'S REPORT ON INTERNAL CONTROL STRUCTURE 

CTA - Confcdenqdo dm Assoc~deE Econdmicas de Mqambique 

Rua do Gastanhefa, no I20 

Bairn de Sommerschield 

Maputo, Mozambique 

We have audited the FUND ACCOUNTABILITY STATEMENT of CTA - CONPEDERACAO DAS ASSOCUCdPS 

ECONOMtCAS DE MOCAMBIQUE (section 23)  u of Md for the period June 29, 1999 to September 30, 

2004, and have ioouod our rrport on it dated November 14,2005. 

Except for, not having a fully satisfactory continuing education program and not conducbng m CXW 

quality control review by an u d i a t e d  audit organization (as described in our report on tbe fbnd 

accountability statmvnt) and the fact thpt the Fund accountability statamnt praated for audit papo~s 

was prepared based on General Ledger not on disbursrment reports as raq;llmd by the Guidelirm due to 

the fact that the recipient was not able to provide feconciliation between the Fund accountability mtemut 

presented and the disbuncmnt reporto produced, we conducted our audit in accdmcc with U.S. 

Government Auditing Standards issued by the Comptrolla General of the United States. Thosc stan&& 

require that we plan and pdorm thc audit to obtain reasonable apsunacc about whctber the fi\nd 

accouaepbility statement is fk of material misstatcmnt 

The xnanagcmt~t of CTA - CONFEDEWAO DAS ASSOCUC~ES ECONOMICAS DE 

MWAMBIQUE is responsible for establishing and maintaining m internal control sDucture. In Ilfilling 

this responsibility, estimates and judgments by managcmtnt arc required to asses the expected benefits 

and related costs of intam1 control structure policies and procedures. The objectives of m internal 

control structure arc to provide management with reasonable, but not absolute, auur~nce thot the ~ s ~ t r  

are safeguarded against loss fiom unauthorized use or dispositioa; transactions are executed in accordure 

with management's authorization and in accordrnce with the tennr of the ageenma; a d  tnmaabm ore 

recorded properly to permit tbe preparation of the fuDd accountability statatmt in confdty  with tbc h i s  

of accwnting described in Notc 2.2.1 to tbe fUnd accountability mtmmt, Because of inhenat limitations in 

internal control errors or hud m y  nevathcless occur and not k detccttd. .Also, projection of my 

evaluation of the structure to future periods is subject to the risk that procedum may bccom madequate 

because of changes in conditions or that the effectiveness of tbe design Pad opartim of policies and 

procedraes m y  dc!crioratc. 



3. AUDITOR'S REPORT ON INTERNAL CONTROL STRUCTURE 

In pLnnurg ad perfoming our audit procedures of the fund accountability s t a m  of the USAID 

Resources Managed by CCA - CONFEDERACAO DAS ASSOCIAC~ES ECONOMICAS DE 

MWAMBIQUE for the period June 29, 1999 to SepMnkr 30, 2004, we obt8incd an u d m m d q  of 

internal control. With respect to i n t d  ccmml, we obtained an ur&m&bg of tbc deign of =levant 

p o l k i e s M d ~ d w b e t h e r t b e y h a v e b e m p l r c a d i n ~ ~ d w e o r r c u a d ~ l r k l r i n  

order to determine our auditing proceduns for the purpose of expressing our opinion on tbc frmd 

~~~ountabi l~ty  statemnt and not to provide an opinion on internal control. Accordingly, we & do express 

such an opinion 

We noted certain matters involving the internal control structure and its operation that we consider to be 

reportable conditions under sondords established by the American Institute of Public Accountmb 

(AICPA). Reportable conditions involve matters coming to our attention rehting to signi5cant 

deficiencies in the design or operation of the internal control structure dw, in our judgtnent, could 

adversely afkct the recipient's ability to record, process, sunrmorize, and report financial data consistent 

with the assertions of m n n a g ~ t  in the fiurd accountability sta-t and cost-sharing schedule. 

1. There was no an adequate internal control structure over the agreement expenditures and CTA did 

not establish appropriate syste~lls of intend control to deal with the stipulated roquirnnents of this 

USAID Contract. 

2. Mauag-t did not establish internal control to ensure compliance with cost sharing rquhmam 

in accordance with the cost principles contained in OMB circular A-122. 

A ~ m p h r e r s i s a ~ I c c a s d i t i o n i n w h i c h t h e ~ a r ~ m o f ~ o s ~ o f ~ i n t n a r l  

conml elements does not reduce to a relatively low level the rklr that emnr or bud in amtnmb t&t would 

be mrtffirl in rektion to the find accountability s t a m  and tbc coat-hrbg schedule rnry occur md not 

be dctawl within a t i d y  period by employees in the n d  carnc of perfoming their a m g d  fimctj001s. 

Our considmatian of internal control would not ncceosPrily disclore all matters in intalrrl control but xmght 

be reportable conditions and, accordingly, would not necessPrily dioclooe all repombk coaditiom byt are 

also coaudercd to be material wdnascs as &tined above. Homva, the rcpomb1e umditiom rabd above 

w e n P l s o m ~ ~ ~ ~ & f U l t d a b o v e . ~ ~ ~ w c r r c ~ i n ~ t b e n r t u r r ,  

timing, and extent of the pmcdnes to be pafomvd in our audit of the fuad a c c o u n ~ t y  statement of the 

US AtD R ~ ~ U C E C S  MamF+d by CTA - CONFF~ERAC~O Z)hS ~9~XlChCdE3 ECONOMICAS DE 

MWAMBIQUE for the period June 29,1999 to September 30,2004. 
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This report is intended for the information of ( X A  - CONFEDERACAO DAS ASSOCIA@ES 

ECONOMICAS DE MWAMBIQUE, Lda end the U.S. Agency for Intemational Development 

(USAID). However, upon release by USAID, this report is a matter of public rccord d its 

distribution is not limited. 

Maputo, November 14,2005 

ERNST & YOUNG 
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1 3.2 FINDINGS I RECOMMENDATIONS 

Tbc control environment reflects the o v d  attitude, a w r m r s ~  and &om of mamgmmt T k  acoartating 

system umsiso of methods and records established to Identify, assemble, d y z c ,  class@, recod md nport 

tmsactions. Control proceduns an hose policies and procedures in addition to thc control md 

o c c o u n t i n g s r s t r m d r a t ~ ~ h s s d W t o s a f ~ t h e ~ W s ~ .  

Our review of the internal control struchae was dincted towards those significant policies rad prodwe& 

wfiich relate to thc nature of project frmding arrangemen&. 

Crikrir 
In terms of GAOIAIMD-00-2 1.3.1 Standards for Internal Control provide an overall fnmework for 

estabbhhg and maintaining intcmal control, as well as wcming Md reporting on ~01ltro1. Ahnagemeat 

should ensure that ongoing monitoring occun in the c o w  of normal operations. It should be performed 

continually and ingrained in the recipient's operations. It should include re* ~g~ md 

supervisory activities. 

Additionally, the Circular A - 122, attachment B (8.m support of salaries and wager) Cart principles for 

non profl Organizations, Compensation for personal services, states "Charges to awards for srluics Md 

wages, whether treated as direct costa or indirect costs, will be based on documented payrolls approved by 

a responsible official(s) of the organization. The distribution of salaries and wages to r w u b  must be 

supported by persome1 activity reports, as prescribed in subparagraph". 

The following supporting docunmts should be mintaind 

Rcports should be maintained, reflecting distniution of ~ccivity of tach employee for all members 

(profeasional and non profersionals), whose compensation is being charged directly to thc contrrrct. Tbe 

reports (timcsheeto/ clock cards or any other) should be approved by a senior staff mmber or by the 

responsible supervisory person. 

Furthmmre, in terms of attachment 3 of the standard provisions of the agmmnt titled "3.2 Accounting, 

Auditing and records", CTA mPnrgement should maintain financial records, suppoitine documents md 

other evidence relating to the AID-sponsored project or prognm in accordance with geomlly accepted 

accounting principles formally prescribed by tbe U.S. 
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ColrditioD 
Then was no an daquate internal control structure over thc agreement c x p c d h c s  and CTA did not 

establish appropriate systems of intam1 control to deal with the sophistication of rcquiranentr of thic 

USAID Contract. Among other factors, this was due to not having a rcspomiblc, senior paroq with 

adequate accounting skills who is familiar with the compliance requirements of the agreement, lack of 

adequate financial management skills and knowledge of USAID agreement turns and provisions, which 

contributed to tbe rrmlmcss in intenvl control snd also to poor design and i m p l ~ t i o n s  of intcrnrl 

control and poor control environment. 

Gulw 
Among other factors, this was due to not having a responsible, d o r  person, with adequate accounting 

skills who is familiar with the compliance mphnmts of the agreemnt, lack of adequate fUlonciol 

management skills and knowledge of USAID agreement and provisions, which contributed to the 

wePkaess in internal control and also to poor design and irnplcmcntations of intemr] control rmd poor 

control environment. 

m 
As result the following situations occurred: 

1. Poor control environment. 

2. Contract management: the company's wa~gement did not ennrn that smffwas adequately taraid to 

review, interpret and implement the clauses of the contract with USAID. 

3. Material control werrlrncues on handlk the bank accounts, or project fuadr were ured ta deposit 

funb received from other Qnon. Tbt bank reconciliatiom have not been app~wed  and sigacd by the 

person prep.ring it. Furtkmon, they include many open items dated 6 months rad older md do mt  

match with the Fund accountability statement. 

4. No control over actual hours worked by staff has bee11 kept through out the project life. Thir resulted 

in the fully category of personnel costs of USD 1,332,447 being questioned. 

5. No adequate segregation of duties was implemented, as thc hnancd dqmtmmt was composed by 

only one person without adequate rupervision by manngcnmt. 
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6. b g e m n t  did not maintain adequate accounting ncotb to register USAID hdmg. As 8 result tbc 

confinmation received h m  USAID for h d s  dirbunad under the agnementr (USD 2,827,441) 

differs h m  the amounts reflected as rexipta in tbe Fund accountability statement (USD 2,826,322) 

by an unount of USD 1.1 19, which hrs not been reconciled and justified. Furthamore, the recipient 

waa unable to produce comct bank reconciliations. The bmk reconciliation produced differs from the 

Fund accountability statemnt by tbe mmmts of USD 16,591 for CTA a d  USD 1,964 for ADR, 

respectively. 

7. Managemcat did not keep regular anmoll recon% over the cost shprine amounts. Thir infammtion wu 

psepared during and only for audit puposes. 

8. Procurrmcnt proccdrnrs were not adhered to for acquisitions of goods ond savicer tothg USD 

42,736. T ~ I S  amount has been questioned as Msupported. 

9. Closing b a l i u ~ ~  fundP totaling USD 15,512 wae not remitted to USAID. This amount hc bear 

questioned as ineligiile. 

10. Mmagamt did mt maintab an dtqurte Fixed Auctr Regis&/ Inventory liating rho* .11 CI'Ass 

assets, source of finance and amwat. As such, we were mt able to verify whether USAID procured mn 

expendable aclsets do exist. 

11. Contract clauses were not adhered to, especially regarding contract managemnt or altemstive 

approvals obtained in respect of acquisition of non USA origin vehicle amounting to USD 23,950. 

12. C m m q h g  of fiudr, as project occolmtr wae used to deposit fimds h m  M i  Qawr wrtbout 

Pdequotc parallel controls b ditraaithte funding received fromthe diffmnt wwca. 

We recommnd the following mwsurcs: 

1. A project and risk management procedure neadc to be implemented at the start of each project 

contracted for. This should involve the d m i d ~ a c c o u n t i n g  mrnrgcr(s) who should ensure that 

thc recording and other mcchDnimrr be put in place in order to comply with tbe roquiraacno set out 

in the contract. This will ensure the elwiility of the chrgu  nnde and the mbblislmmt of an 

adequate audit trail in respect of appropriate documentation. 
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2. The company sbould prepare tindwtd clock cards as a mechanism to control bornr charged to the 

contract for each employee, per USAID Guidelines this is mandatory to justify the unit drys chugod 

to the contract. This recordmg should be instituted as a way of controlling pdwtivity md 

chargeability on each employee costs to the contract. 

3. Management should study the Guidelines and institute adequate procedures md controls to avoid 

using project's bank account to deposit other source's fUnding. Additionally, bank nconciliations 

should be approved by q a v i s o r y  pcraonncl and all p d q  should be investigated and c l a d .  

4. Management should sludy the Guidelines a d  institute adequate procukes for -tion of duties. 

Matugemcut should adbere to the mandatory standard provisions and also to agmment arms 
rcgardlng hndling of USAID funds. 

5. Management should establish adequate controls to monitor and to account for cust-sharing 

contributions. 

6. Management sbould prepare and submit and adequate Fixed Assets Register1 Inventory listing as per 

the Mandatory Standard Provisions titled "title to use of property (recipient title over SS0,OOO)". 

1 8. Management sbould establish adequate sound accounting records to account for project fimds. 

9. Management should hire a senior stpff with adequate financial xnanagd skills to d d  with the 

sophistxated requirements for managemot of USAID fbnds. And 

10. Procurement procedures should be pdhmd to. 

1 1. Close out procedures should be followed by nmnagamt at the close of the project. This includca all 

necessary steps as set out in thc Guide1incs. 

12. Adequate fixed assets listing/ inventory should be maintained, which indicates idcntifhtion of the 

asset, source of funding, date of aquisitions, amount, serial number, any other relevant identification 

element. 
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ICS - Effects number 1'2'5 

1. Tbe managemmt did everything possible in tfie Mozambique enviromnent given tbe lewl of 
qualification of local accountants to make sure that USAID / CTA procedures were fully udmtood md 
implemented by the stafll. 

2. For the size of the project (less USDS600,OOO annually), mnagcnmt believed that one accountat for 
a A  and one for ADR were Sumcient to cover the work load. On the other hand, CTA orruoed that 
procurrment was done by a diffmnt person and authoriution for cxpcdtun and pa- were danc 
by a mininnun of two senior manager's signatures. 

3. Before huing a CTA internal accountant, CTA contrrcted KPMG, a well-known, in tmatbd  
accounting and auditing firm, to select md train CTA account& staff and to also prrpuc CTA 
pmcehcs for procurcmmt, accounting ancl personael. KPMG supported CTA from 1999 to 2001. 
Most of the problems that have been identified in this audit mult directly from the policies and 
procedures tht were developed ancl irnplemnted by KPMG and many of th questioned costs wcn 
incurred between 1999 and 2001. This wnfimrc the management's opinion that the lack of qurlificd 
profaionah in accounting and financing is a major issue in Mozambique. From 1999 - 2000 ewn an 
international firm such u KPMG was not able to provide CTA with appropriate advice and wu not abk 
to prepare a set of regulations and procedures acceptable to the auditors. 

4. CTA has been working with a mixture of procedures : 
a. Accouating proccdurea and rules hues by the Miniatry of Plan and Finance, based on " P h  

G a d  de Contabilidrde" and fiscal ngulrtions; 
b. OMB Circular A-122, "Cost Principles for Non-Profit Orgauidons" 
c. USAID Mandatory Standard Provisions for Non-Profit O r p h a t i o ~ ~ ;  
d. Other internal rules introduced by management - both written and not written. 

5. Tbercforr, although management ~ t a n d s  that there m y  hove been issues of nowoqliure as 
raised by the auditon, the auditor's auertion that "at CJTA no controls were put in place" is not accepted 
by manngam~t, because of the following fack 

a. Payment of salaries were fully controlled by at least two authorized s i g ~ t u m  based on a 
preaam control done in Human mource f i b ,  

b. Bank reconciliation statements were frequently prepared and confirmed by management at the 
w d y  staff &t\gs: 

c. Rocwmrnt was made accordingly, using at leas! three quotations following an &ma1 
manngrmmt circdaq 

d. All accounting files ad document can be found in one monthly file, allowing trace bock of any 
expcnd~bue mrde at n A ; ;  

e. Petty cash well controlled and dmlatcd based on the Mozsmbican laws and procedlm; 
f. All &ips were fully authorized by managemat and aclcaowledged by tbe USAID CT'O, 

6. CTA mnnagemcnt ensured that all CTA long-term accounting and finoncia1 staff, were mined in 
USAID accounting rules and rcquknmts on various occasions: 

a. Mr. Ivan Machava ( CTA accountant), Frcderico Sitoe (CTA finurcd mumger) and Crirtinr 
Matavele ( ADR accountant), wen sent to USAID - APVO c o m a  u follows: Lesotho in 
2002; South Africa 2003; and Tamaria in 2005. 

b. CTA -gamut also e d  that they took advantage of a11 USAID l d  office mining that 
was available: visits from US- control ottice staft; specific supports arranged by tbe USNI) 
project mmagem~nt teun For exunple, tbc USAID Financial Management Spedist provided 
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on-the-job t r a i r i n ~  to CI'A on tinanc~al reporting, ad\ances and liquldat~ons over 3 perlod of 
51s nwnths. 

c. lloncncra Nichols was hrred by C T A  to train CrA accountant Ivan Machava on Account 
Reconc~liatron and other USAID procedures 

d. In 2003, CTA hued Frederico S~toe as a Financial Manager. Mr. Sitoe hold# a Univmity 
qualification in Finaaciol Management. Mr. Sitoe was hind using a competitive process with a 
job description which inchda strmgthening the administrative and financial crprbilitks of 
CTA. He was sent to USALD-specific tnining at USAID regional coumu in T m z d a  in 2005. 

Management ia not in agmmnt with tbe auditor on this point, because thae is a panrncnt system of 
account reconciliation and vdication. Deposits of otber rourcer of funb into & USAID account were 
only wde in a very limited occuion. Bank accounts reconciliation rEltemmtJ wlm always vaified in 
the monthly board mcethp. However the Banking system in Mozambique at that timc, wu not 
providing in timely faction bank satemeng so delays in vdcations of the reamciliatiow o c d .  
Pmently we continue fncing problem fiom tim to timc of delays in obtaining Bank account 
statements. To prove that the auditon wen lblc to reconcile the accounts due to the available filed 
infonmtion at CTA. 

8. CTA was following the Mozambique labor law (8198) by whish mut CTA contracts arc conridaed 
long-tenn contracts ( "por tempo iode-) according to Article 9 of the Law. Article 7 of tbe 
law stipulates the obligation to establish a compsation uddity. In CTA's cue, a ~~y 
salary is stipulated in tbe individual contracts. A fuced contract is defined under Maizambiun law as an 
established or agreed monthly paymnt which is not related to the numbs of bows w d e d  or dinctly 
with perf'e. The fixed salaried modality can only be nduced for three reasom: (a) the rrtcntion 
of tax (IRPS) prymenr~; (b) worker failure to corn to work widrout justification; or (c) rppIying a fine 
against the worker for disciplinuy problem or for non-paformace. However, my of dwre salary 
reduction options require a Ill documtation and a lengthy process of do- and proviq thc 
decision. Therefore CTA filed in the individual filer, proves of assiduity ud ured the two signrtun 
payment authorization to validate the salary payments. However after 2004 a tbxsbea ryrttm was 
implemented Illy. 

9. CTA m n a g m t  believed that the simplified mlhod in use at CTA d ADR, to coomi ruf f  bued on 
a signed contract with c h  job descriptions and mandates, a weekly staff- on perfcmmacc, d 
monthly approval of payment by two (2) to three (3) senior staff members was sufficient to just@ fixed 
salary contracts paymnts. 

10. Additionally, Managcnmt kept a "proccsso individual "Whae all information about each ernployee was 

filed, which was not reviewed by the auditor as not being pprt of the accounting process. 

11. =A explained to the auditor that the difference was a result of the exchange rate when cb8nging USD 
to MT. CTA accountant provided a comct reconciliation even though some bank statcmmts were 
& i  due to the bankmptcy oi Lredlcoop. 
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ICS - Effect number 7 

12. It was at the request of the auditon that the CTA rccomtmt p a f o d  a mxkuhb of e x t d  
contributions. However, CTA kept the original reports on there amtrhtiom. It u therefore, quite 
inappqriatc for the auditor to rnrke the assation that "the infonnrtion was prepued d u i q  and only 
for audit purpose" Manapmnt rhowed the auditors the original repor& on w h  contribwian directed to 
theg~luKmbly.ndotberpurporer.Murrgementwouldlilreto&itclwthtCTAdarmt 
muuge the accounts of such contributions. CTA management explained this m y ,  xmy, many tiam to 
the auditor and provided proof. 

13. Managtmtnt would like to receive detailed infomution on USS42,736 of goob and savica purchued 
which the auditor asserts did w t  comply with procurrmwt procedures. Management klievul t h t  dl 
procurement of goods and services was clone bued on sound procedures md with the best judgment of 
what was best for CTA. 

14. It was explained that due to the signature of a new agreement between CTA and USAID, tbc h.l.nec 
was reported m the folla* moath af the new agxcmnt. However part of the rcfmed to balance was 
r e p o t t e d a s ~ ~ h B r a l t ~ m # t o f i r i k o f t h e b r n l r e r r e p o r t a d b y t h c a u d i m i n  
page 12 (1.4.2.1.15 R E O ~ O F B ~ B A L A N C E S )  

ICS - Effect 11 

* 
s 

Y1 
a 

16. It is not accwatc. CTA provided proof of authorization from USAID office. 

ICS-Effcet10 

15. CTA keeps a pcmmmt inventory of its assets and all uKtr arc identified. Management does not 

understand the auditors opinion on this s@le matter. 

I ICS - effect 12 
17. T h i s ~ i n a v a y s h a P t p s r I a d r c P a d i t * u r s w i r a C T A p a l l c y ~ d a ~ . I t m s p v d t h t t h c s c  

&posits were mpde by mistake and that this mistake was corrected as soon as it waa identified. 

18. M a ~ g e m n t  agreed tbat CTA could improve its TCU)UCCC control procedures Pnd therefore hd a h d y  
implement, t~~~xnmcndation numbers : 2; 3; 4; 5; 6; 7; 8; 9; 10; 12. 
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Criteria 

In I r m  of ('AO/AIMD-00-21.3.1 Standards for Internal Conml provide O V ~  h m m d  for 

cstahlish~ng and maintaining i n t a d  control, as well as asscuing and reporting on conlrol. Muugaxmt 

5hould cnsurc that ongoing monitoring occun in the coune of nonnal opemtions. It should be perfomwd 

continually and ingrained in the recipient's operations. It should include regular mrnrgamt and 

supervisory activities. 

Furthemore, in terms of the "accounting, audit and records" provisions CTA mumgcmmt should 

maintain finoacial records, supporting documcDtr and all other ncordr pertiaent to the award. 

s&tnwu 
Management did not ertablisb internal control to e ~ u e  compliance with cost-sbmg roquirrmtntr in 

accordance with the cost principles cont8k.d in OMB circular A-122. 

QlUs 
Among other factors, this was due to not having a rqmnsibk, senior pnson, with adequate rccouMing 

skills wbo is familiar with the compliance requirements of the agreement, lack of adequate fiourirl 

nunagcmcnt skills and knowledge of USAID agreement bmrs and provisions, which c o n t r i i  to tbe 

wulrness in internal control and also to poor design and implementations of intend c o ~ o l  ud poor 

control environmnt. 

Em 
Asns u l t w t w n e r m a b l e t o ~ i f t b e c o s t s h P r i n g ~ w d f o r t h t p r o g n m ~ v e r l o d ~ a r r  

albcrble to the rsnemcat. As such, cost shPring d u t i 0 1 1 1  m ineligible in #nnr of tbe M d w m y  
Standuds Provision titled "Cost Shmq" C4. (Safirdkg 1.43.7) - 
Management should set up adequate internal control structurr to cope with the sophisticated raquirrmentr 

of the USAID funding. 

19. Management is fully aware of the difficulties of r e p o w  on fundr managed by otha btimhs. 

However mana~emcnt rqmTtril ?4-14t--b?rinr, a ~ r t r r n t ~ \ y  md a* -t-9-4 pn-iwsb-, B c p  rc; clrfi; of 

the contributions of these institutions into CTA. The auditor was informcd by the p r o w  of CTA 
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suppurt (POI)E and PAC) about the fact that their accounts ue kept sqmtely h m  CTA (CI'A 

rccetvcs goods and scnlcrs and NOT cash). Both PODE a d  PAC were subject to r fimrl rrudit 

rcprt. these reports arc available for public cawltrtkm. A report of PODE ud PAC 

contributions to C T A  was Issued and given to tbe auditon. Because the wdita rrquued a 

specific fonnat of tbe reports, thy requested that the (XA accouutmt reorganize the inf'ticm. 

Again, as stated previously, it is t h e n k  highly h q m p r h t e  for the auditor to aascrt that tbe colt 

shanng reports were only prepared for the purpo~ of the CTA audit. CTA can provide my time 

the original documentation. 



4 AUDITORS REPORT ON COMPLIANCE 

4.1 Independent Auditor's Report on Compliance 

CTA - Conft&a@o dCLF A S S O C ~ ~ ~ C S  Econdmicas de Mapmbique 

Rua do CIIStanheta, n * 120 

B a h  de Sommemchield 

Maputo, Mozambique 

We have audited the FLMD ACCOUNTABILITY STATEMENT of CTA - CONFEDERACAO DAS 

1rssocIA~6~~ ECONOMICAS DE MOCAMBIQUE, LDA (section 23) as of ud for the period 

June 29,1999 to September 30,2004, and hwe isswd our repor& on it doted November 14,2005. We rbo 

r r v i t w e d t h s e p u r t t c o s t ~ 8 c ~ .  

Except for not having a fully sotisfoctory continuing ducation program and not canQchne an external 

~ t y ~ ~ ~ l r c v i e w b y s n ~ t c d P U d i t o ~ ( ~ ~ d e s c n ' b e d i n o \ p n p o r t a n ~ f i a d  

accountability statement) and the fact the Fund accomtability statanent presented for audit puposa wu 

prepared bued on General Ledger not on disbursemnt reports as required by the Guideliaes due to the 

f a t  that the recipient waa not able to provide rrco~ciliation between tbe Fund acmmability satcmnt 

pnsented and the disbunmmt reports produd, we coamscttd our audit in with U.S. 

Government Auditing Sianda& ~ssued by tbe Controller Gumal of the United Strta. Those smduch 

require that we plan and perfonn the audit to obtain muonable a m m c e  about wbetkr the fimd 

.ccouncrbilitysCa~kkofmr~1~~~60mviolnti~ofs,1pennmt~rmd 

taws and regulations b t  have a direct and material on tbc dctami~tion of the fimd m t y  

sCatcIncntMlwnts. 

Compliance with agreemat krm, a d  laws and nguktions applicable to CTA - C O N ~ ~ E R A ~ O  DAS 

ASSOCIA@ES ECONOMICAS DE MOQUt4BIQUE, is the rcqmsibility of CTA - CONFEDERACAO 
DAS AsSOCIA@ES ECONOMICAS DE MWAMBIQUE wrr~grment. As part of obcriniqs reroollPbk 

a r w a s n c e h t w f r e t b t r t h c f i m d ~ ~ ~ ~ u n t n b i l i t y s m ~ i s E n e o f m p t c r i p l ~ w e ~ a m a d  

tests of CTA - CONFEDERAGO DAS ASSOCXA~ES ECONOMICAS DE M-IQUE 

compliance with certain provisions of ageemat tam Pod laws and quhkms. However, our ~ Y C  

was not to provide an opinion on overall compliance with such provisions. Accdhgly, we do not 

such an opinion W c  also p c r f d  tests of CTA - CONFEDERACAO DAS ASSOCIA@ES 

ECONOMICAS DE MWAMBIQUE c q b  with certain provisions of rgrrement tam and kwr and 

regulations applicable to the provision of co4-duuing con&ibutio~u. 



Material i n s ~ c e o  of n o ~ l i c l P l c e  arc 6ilures to follow nquiremtnro or violati- of qpamnt tarn, 
PndlP~sdnguktiomthPt~~~~t~~to~~IlCBUdCthPtthCa~tionofIl l isrPb ' dt inghmthore  

f.ill~~~orvioktioauismterioltobreWsccounEllbilitystr~udc4a~x~. 

The results of our c o m p b  tests disckcd tle foUowiq mrterirl htamxs of n 0 n - h  the e&cts 

of which arc shown as questioned corto in the FUND ACCOUNTABILITY STATEMENT - CTA - 
C O N F E D E R ~ ~ O  DAS ASSOCMC&ES ECONOMICAS DE MWAMBIQUE d Coit-Sbhtg 

& W e .  

See findiogs section 4 3  for details 

1. P ~ M c ~  costs wen not supported by timerheetr/ clock cards as required by USAID rqu immts.  

Additionally, payments of INSS - Social Security related to renmmcration paid wen not nrPdc 

timorously tbcrefore representing a non-cornpliancc with social security rqphtion nguding 

payment of INS.  

2. Acquisition of geaenl purpose equipment and vehicles without formPl prc approval by the USAIDl 

Mozambique mission and lack of adequate listing/ inventory of assets acquired usder the rgrcancnt; 

3. Non sdherence to procurement procedures; 

4. Close out procedures were not complied with., 

5. Paymnts of consultancy services perfond whore objectives were not acbievSa; 

6. Payments of expenses without adequate supporting documentation and payments of sub rgmment 

without supporting contract; 

7. Travel and transportation costs overseas without p n  approval by the USAW Maumbiquc miasion; 

8. Payment of entertoiament costs; 

9. Project fimds were used to pay for troiniog coursu for CTA r e ,  

10. Lack of appropriate internal control structure to cope with the sophisticated requiremnts of the 

award; 

1 1. Lack of control over cost sharing contributions; 

12. Co-mingling of funds; and 

13. Not all fundmg received fiom U W  was recorded by CTA. 



We c c m d c d  fhae materid imtmxs of D O - ~  in forming our opinion an w b d k  the F'UND 

ACCOUNTABILITY STATEMENT - CTA - C O N F E D E ~ A O  DAS ASSOCIAC~ES 

ECONOMICAS DE MOCAMBIQUE k pr#ented firirly, in all matuial qxas, in acumhzc with t& 

tams of the qmanaua and in confom&y with the basis of scco3mting d # c n i  in Note 2.2.1 to the Fund 

A c c o d i l i t y  Sta- and this report does not dect our rcpart on the fimd statancot 

dated Novembcr 14,2005. 

This report is inteaded for the infimnatiion of m A  - CONFEDERA~O DAS ASSOCIA@ES 

ECONOMICAS DE MWAMBIQUE Pnd rhe U.S. Agency for Internatid Dewlopmnt (USAID). 

Howcwr, upon r t k  by USAID, this report is 8 matter of public rrcord and its dimibution ia mt kited. 



AUDITORS REPORT ON COMPLIANCE 

4 3  FINDINGS & RECOMMENDATIONS 

cdWa 
The OMB Circular A - 122 (Cost principles for non profit OrganWtions) atmchmm B, 8- 

Compensation for personal services, states "Charges to awudr for salaries and wager, w k t b  tr#ttd u 

direct costs or indirect costs, will be based on documented payrolls approved by a mpowible ofkd(s) 

of tbe orgrniutioa The distnition of orluics and wages to awards mut be utpported by peno~mcl 

activity reports". 

The followq supporting documents should be main- 

Reports reflectmg distriiution of activity of each employee for all members (proferrid aad non 

pmfwiomls), whose compensation is being charged directly to the contract. T k  reports ( t i m a k d  

clock cards or any other) should be approved by a senior staff nembcr or by the rerponribk rupcnrirory 

PC*& 

CpDdltioa 

No reports reflecting distribution of activities by employee (timerbeets/ clock car& or any other) wen 

used to control unit days charged to the USAID contnct No. 656-A-00-99-00022-00 for the project 

anployceo. Additionally, paymenrS of I N S  - Social Security related to remumation paid ann not mde 

timorously thenfore rrpresentins a non-compliaucc with aocial security regulation relprding payment of 

INSS. 

mw 
Althougb contracts do exist, managemcat did mt employ coatml management too4 such u timtrheed 

clock cards or other to control actual hours worked by employed charged to the contract. 

The company did not comply with the mpkmmts set out uuk tbe Social Security regulation ngrrdins 

payment of MSS. 
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1 AUDITORS REPORT ON COMPLIANCE 

b. Each report must account for the total activity for which employees are compensated and which is 
required in fLIPIment of their obligations to the organization. CI'A used a system of fixed 
contracts for its core stpff with clear tam of ref-. Ebcb staff member at CM hr a clear job 
dcsmption. In order for payment to be made, CTA manag-t approved - rffer the fact - the 
work product/pcrformancc of each employee per tbe termr of hitmer contract. 

c. Tire reports must be signed by the individual employee, or by a responsible ncprrvfrory omial 
having f i t  hand knowledge of the octivitits peflormed by the empbyee, that the disuibntion of 
activity rcpnsenu a reasonable estimate of the actual work pcrlrmed by the cmployrr during the 
periods covered by the reports. CTA's system nquim that both the employee aad at least two 
m ~ ~ g r m e n t  officers sign all paylrmts for all work that is conpteced 

d. Thc reports mwt be prepared at least monthly and murt coincide with one or more puy periods. 
CTA held weekly perfonnmce meetings with staff. M d y  pymnt  repafil were made aad were 
processed as described above. 

The Mandatory Standard Provisions for Non-U.S., N o n - G o v m t a l  Rqncnb sets for& the 
following requitemat: The recipient shall maintaiu ihancial records, sqmthg documeno, 
statistical records and all other records pertiaent to the award in accordance with genarlly acqted 
acumnting principles f m d l y  prucribod by the U.S., the cooperating country, or thc Intcmtio~I 
Accounting Stadads Committee (an affihte of the Intcr~tional Fedentian of Accxmnrab) to 
sufficiently substantiate cbarges to this a d .  CTA controcad for penonael accding to 
mopmating country (Mozambican) regulations and doammtcd pymno & these t b d  
contncfr accordiq to local rcq- in addition to meting the nquirrmcntr of OMB Circukr 
A-1 22 as described above. 

The following additional information is provided to further substantiate why timerha0 wen not thc 
method utilized for permanent personnel management at CTA: 

CTA started at the beginning of the contract as a very s d  organization with d y  2-3 M. The 
nature of work was, and is, mostly out of office work in mechgs aad conacting ckaa urh as 
government officials and private businus. 

As tbm were so few staff mmkn, it was possible to exercise control on sbffpnrence aad work 
product using the weekly staff meeting where each suff reported on his work durbg the we&. Tbac 
arc records of the minutes of this meeting. 

Presently, with a growing number of staff, the managnllrmt has teagonrily introdwed a system 
which utilizes time&&. However, under local labor law, tben arc a number of legal iuuer related 
to the use of an hourly ampensation system vis-i-vis a fixed contract system (which doec not 
generally utilize timskts). CT'A will makc a final detcnnhtion on this iuuc once its legal 
counsel provides an opinion. 

Dunng the past five years, the issue of t in~~~heas was raised by tbe i n d  auditon. Howcva, 
dong the discussions witb auditors and with USAID controllen, there was misleading informdon u 
to the nature of this req- as it related to a Non-U.S., Nodiovenrmeneal Organhtioa such as 
CTA. CTA muugcment understood thrt it could inttoduce any other m b d  which ufured tbe 
IIlPnrgemcnt of the work performance and work p a i d  of tbe st& and more than one CTA manager 
authorized the payment of fixed contract either by signing tbc authorization or signing r check. 
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4 AUDITORS REPORT ON COMPLIANCE 

Qkda 
In terms of tk Citculu A - 122 attac- B titled Cost Priuciplc~ for Non-h$?f Organizations, 

number IS b. 1 "Capital Expcnd~turcs for gcncml purpooe equipment, buildbgs, and land ue udlowrble 

as direct charges, except where approved in advance by the awarding agency". Additionally9 in tuma of 

the mandatary Standard Provision titled "USAID eligibility ruler for goods and services" no. 3. U the 

recipient w t  obtain prior rpprovd of the Agrrantnt Officer for the praYrement of motor vehicles lad 

general purpooe equipmnt. 

Geaeni purpose equipment includes assets like air conditionem, ottice equip- md hmhbp, 

computers, automatic data pmcahg equipment, etc. 

F-re, in terms of paragraph 4.51 of tbc Guidchs, recipients should mriatrin m invcntgr lidiag 

of aseta acquind under the agreement. 

Cwditioa 
General purpose equipmat Pnd a non USA origin vehicle were acquired without prior approval. 

Additionally CTA was unable to provide us with listing of assets. 

CTA did not provide us with in adequate inventory listing for urets acquired undff. th rgrremmt. 

calls 
The cornpony did not institute adequate intend control to ensun rcaponaible staff were rumre of the 

requimmmts of the Contract. 

Lack of finracial managerial skills for USAID fiDlrnced programs 



AUDITORS REPORT ON COMPLIANCE 

m a  
As r d t  the whole category of equipment of USD 120,906 have been questioned u lulcupportcd. T'hia 

includes the amount of USD 23,950 used for acquhitiw of a m a  USA origin wbick, the rmorrat of USD 

42,736 for acquisition of general purpose equipment without evidence of procuremnt performed, USD 

42,997 paid without supportiq documemtion and acquisition of general purpooc aquipllent without pre- 

approval by USAID of USD 11,223. - 
The USAID1 Moaunbiquc *ion sbould makc a dctcrnhtiw r q d h g  tk allow ability of the USD 

120,906 being questioned as usupported and ~ V Q  from CTA any IIIIY)U~~~ dctcmid  to bc 

unrllowable. 

7. Mrnrgcment was not able to idcntifj fully of the brsh of the USS120,906 refmed to by the &tor as 

king in non compliance. However the following explains that the docmmtation wu provided to the 

auditors: 

a. The CTO provided a copy of the written approval to purchase the vehicler f a  the .m#mt of 

USS23.950; 

b. A I11 inventory and identification of useta is available at CTA and was given to the wditon, 

8. The equipment r r f d  by the auditor of USD 42,736, as presented below, wu fully audmhd by 

USAID, and the USAID CTO even participated in the evaluation of bids to elect the rupplia: 

9. Mana~.mml is vcMy@ I& Pmrtrm &T US542,W7 and USSll,223 dmrd to in the rrpart 
equipment purchased without CTO approval, however u per above, nnaagemtnt believed tbrt tbc 
auditor did mt u n W y  vcxify the documenEuion provi&d. 



AUDITORS REPORT ON COMPLIANCE 

Critcrir 
In term of mandatory st.ndud no. 5 lhcu-t of Gooh and Senices paragraph 3 "All recipient rhll 

establish written procummat procdms. Additiody the maudatory arndud pmvbion titlcd 

"'Procurement of goods and services" set forth s W d a  for ure by muugcmnt in embIishiug 

procedures for the procurement of supplies md other expend.bk pmperty, equipment, real property and 

other services. 

Procu~ement procedures set out by mMPgemcnt require that at leaat three quotations be obtained fw 

acquisitions of goods and sewices above USD 500. 

QawQQ 
ProcunmentprocedunswerenotfoUowedforthe~ofthekuiaercindarfa~A.Thirwu 

produced by KPMG without my evidence of pnxnaanmt procedures perfond to relcct the coaruhmt. 

A venue was held at Miramar, Lda far which we WCR aupplicd with cvi&ncc of pmmamt pmcedms 

perfonnod to sckct tbe supplier of the services. 

Breach of procuremnt r e q u i ~ ~ w  set out by CTA md also required in ~ m r  of the agnancnt 

provisions. 

ma 
EXPUWS rmoumimg to USD 20,213 wen paid witbout conp1ying with projest nquircmentr in tama of 

~ t . ~ ~ r ~ t f i i r p m o u n t h p s k e n @ d u i n e l i @ k i n t h c F d ~ t y ~  

Cost for bumg of tbc vewe of USD 9,900 has been qucrtioaed as ineligible. 

The USAID/ Mozambique mission should usess &ty of such payments taking into considemtion the 

fact that the project may not have benefited from th best prices and services available in th rauket. 

Based on such consideration should consider issuing bills of coUection for tbe q u d a d  unouun of 

USD 242 13 md USD 9,900. 



r AUDITORS REPORT ON COMPLIANCE 

1 1. "Indice do Ambiente dc Negocio or Burines Idex" it a perception report of tk burWrr eavhmmt 

recorded each six mbndu (started by king quarterly his) butd on company surveys. KPMG 

initiated this survey and developed the concept for M o a d i q w .  The cuditor wrr i n f o n d  d 

Emrt & Young managen know that the "Bwinca Indexn concept wm an initiative of  KPMO in 

Mozambique. KPMG developed the concept and offmd to pumer with CTA to develop tk in&x. 

Thenfore, becuuc of  the i m p o c t ~ ~ ~  of the iodex to the policy work that CTA p a f d  with 

USAID funding, CTA accepted to co-finmce the undertlkimg with KPMG md the South h 

M o d i q u e  Chamber of Conmwrce, as per agmment provided to the wditan. USAID CM) 

acknowledged this agmmcnt: 

12. Management would like more tim to venfy USS9,900 cost for hiring venue at M i .  

13. Managancnt will provide to USAID, if so required, the agnmrent between the owner of tbe concept 

(KPMG), Mozambique 1 South Africa Chamber of connaerce and CTA which was rlrcdy provided 

to the auditor. 



AUDITORS REPORT ON COMPLIANCE 

Critcrir 
In terms of Circular A-122, attachment B, principle no. 5 Cact Aiuciples for Non P r o +  OgMizations 

states that Bud deb&, including losses (whether actual or atimatcd) ariaing from rmcoUcctible accounts 

and other claims, related collection coots, and related kgal cooa, .re d o w a b k .  

Additionally, in terms of tbc Guidelines, paqpph 4.5.1 which state "enrun that the recipient rraPned 

any access crsh to USAID" 

Condition 
Roject fuad balance of USD 15,5 12 was not natmed to USAID. Put of the fund brLncc tohling USD 

11,064 is conridend lost due to bankruptcy of the finnncid institution (Cndicoop) wen tbcy hd been 

deposited and the mmhiq USD 4,448 was not remitted to USAID. 

UfsI 

Of tbe total fund balance of USD 15,512, questioned as ineligiilc, an ~mnmt  of USD 11,064 deporited at 

Cndicoap is considered loot and the mnining USD 4,448 was not mnitad to USAID. 

w 
CTAnr~angcmcntdeci&dtouaeCtodicoaprui~bonlrtodvefunbfrornUSAID.ndtomlrc 

paymats during the period ended 30 June 2002. Credicoop wu not a commercial bank but r credit 

cooperative managed by the head of CTA, who was olso h#d of the Cndicoap at the time. 

The USAID/ Mozambique mission should makc a damnhution npdq the allow ability of the USD 

153 12 being questioned as ineligible and recover from CTA any amount determined to k undhmbk. 

-t Commcab No. 4 

14. CTA filed a lee1 opinion on this matter and discussed it extensively with the USAlD CTO and 

Controller. Managemmt requested a decision from USAID to firulilr the issue in LL to -fa tk 

balance due at the end of the period. 



Cdtcrir 
In tnmr of the OMB circular A -122, attachment B, principle 37.b.l in dcmmhg the allow ability of 

costs in a particular cue, no single fPctor or any special combinrtion of W n  is  mccmdy 

dctcmhtive. However, amongst otber ticton, the nature and scope of the service rndmd in relation to 

the service required is relevant. 

CoDdition 
ThcdErnOKNi~radered&aco~signedwitbKPMGfosbu~~panded 

for the first yeu of tbc agrranent did not obtain its objective, tbc utablirbtllmt of levtk of krptllrrl coasrot 

w i ~ ~ A ~ a n ~ c P b 1 e P a d i n c o m p ~ w i t b U S A I D S ~ d ~ .  IbcrYtun 

a n d s c o p e o f b u c r c t u P 1 s c r v i c e n n d e n d , t o p a f o r m ~ ~ ~ i n g f ~ o a e y a r i ~ w i t h  

sta~q&mmts,wasmtnquindintumsoftheagnemnt. 

mw 
The CPA firm was not M y  frnriliu with the sophisticated rsquiremnts of intcrd controls by USAD. 

0 a h 
; 
Z rrr 
- 7 
f I 

ma 
The amunt of USD 33,235 paid to KPMG is ineligible in tern of the USAID requkmmts. 

CLOSEOUTAUMOFTHEUSAIII RLSOLI~I(,S M A ~ A G ~ U U ?  I OHIT "tr + ~ ~ D A S  A! -:ir tots e .  8...'~rr~a L . I ~  MW.&U.UBK)\~I. t ~ L S R  TIIE 
~ ~ S S ~ O ~ ~ ~ W .  I.!: -!:. . .I  ESAB,:.; I:NVIY~MMEK~AI. FOP PRIV ~ T F  SI:(-~UR w n c i a o w n l  ANI) i w v u . c w w l r w  
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4 AUDITORS REPORT ON COMPLIANCE 

No. 2 
The USAIDI Mozambique mission should makc a &termhatiion rcgdmg the allow ability of tbc USD 

33,235 being questioned as unsupported and ncover from CTA any rmwnt c b r m b d  to be 

wllowabIe. 

16. Management agrees with the auditor opinion drnt KPMG did not fully rcconplirh its work. HOUCVQ 

this contract was perfonncd during a very difficult period in Mozambique, in temu of capacity md 

adequate regulatory environment urd banking system. On the otber hnd, CTA wu very weak and 

not staffed, so CTA was not in a position to make accurate judgment of the quality of work at thu 

tim. Murrg+mcnt requests US.'UD to consider that the ccmsnlw did its w ~ v k  sruJ p~uvidcd CT'A 

with basic rules (which CI'A is using prcuntly). 



AUDITORS REPORT ON COMPLIANCE 

Criteria 

In t e r n  of the Mandatory Stcmdard Pro\.ls~on of the agreement, the recipient rbrH mmiaah fhmckl 

records. rupportlng documnts. stat~stlcal reccs~ds and all otha tecordr pertinent to the a d  As such, all 

paynlents nude shc~uld be supported by adcqua~e documentation to just@ the pyamt mde d allow 

ab~l~ty 111 tema of the agreement's provlslons 

f-urthernmre, the OMB C'lrcular A- 122, attachment 13, pr~nc~ple 19 states that the cost of goods or 

for persolla1 use of the orgaluzat~on's employees rs unallawable. 

Conditioll 
We were m t  supplied with supporting docrmrna for payments of per d i 5  far locrl lnvel md 

i n q n x W h n  corb and otha direct costs, including reimkPIcment of uqmws rctted to own vehick wage 

r r n d e t o b w ~ u t i n ~ e t o f C T A , w h i c h 1 P c k e d L O G b o d r o r r a y o t h c r ~ t o ~ b r c  

enti- to that xeimburrcment. 

I budget line without my cor~tmct. 

M~ogemmt baa not c~tabhhd appropriate systems of i n t a d  control to deal with thc sophiahtion of 

requirements of this USAID Contract. 

Em 
An a ~ ~ u n t  of USD 18,369 used tor local travel axxi tmspotmtion lms ban quertiOIYd u rrmp9oated. 

An amount of reimbwmmt USD 3,600 reimbursement to the Executive himaget of CTA for own 

I vehicle usage was questioned as unsupported. 

Various cxpeam related to other cora of USD 6,656 have been quutioned u umqxxtd due to lack of 

s m  documents as & s c n i  below: 

- Pa-t to Coresoft of USD 2,229 &bed Septrmber 2001; 

- Paymnt to Papelaria Acdhica of USD 641 dated Juac 2002; 

- Payment to Photocopy Solutions of USD 935 date June 2002; 
- Paymnt of expenses related to vehicle mrinten;mce of USD 807 dated July 2004; md 
- Paymm to Salvor Hot& of USD 2,044 drtrd February 2003. 
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An amount of USD 7,200 paid to ACIZA Assoc~aq&o Provtncral da Zambez~a under sub agreements has 

been questioned as unsupported. 

An amount of USD 6.000 spent by CTA exceeded the approved budget and for which we were not 

suppl~cd with wither supporting documentation nor details has been questioned as ineligible. 

Recommndation No. 6 

Thc USAID:' Mozambique miss~on should make a determination regarding the allow ability of the 

following amounts: USD 18,169, USD 3.600, IJSD 6,656 and LJSD 7,200 being questioned as 

unsupparted and LlSD 6.000 being questioned as ineligible and recover from CTA any amount dctcrrnincd 

to be unallowable. 

Mananemcat Comments No. 6 

18. lhe management did not have sufficient information from the auditor to idermfy hlly the amounts 

rctirrcd to in this findutg number 6, on COMPLlANCE REPORT, however the manager will 

ekbonte oa each of the expcnaes r e f d  to below. 

19. USD18,369 (or USS13,352) expended in local travels and related cxpearer, quertiolled u 

unsupported, by the audits, rnan8gc~llt find that the cxpcnaa are well rYpportod Pad 

appmpriately filed as pcr below tables 

ItUn k , t p l a ~ ~ y ~ i ! ~ r ~  - 
1 

Me& & incidermi 
Expenses related to March 
2001 Gcncnl Assembly 

A mcpl amount ot USS4,Ol;Z was paid to eleven dclcgatcs to the CTA 
General Auembly held in Maputo from Mrrch 21-22,2006. The agreement 
with the participants wu that CTA would pay for meals and incidental 
cxpaues Pad the paxticip8nta would pay for awmmdation themlves. 
Reporb of this GeMPl Auembly, inchdrng atendme, arc available in the 
filer. Due to trmsportrtion consminr CT'A paid io -rent dates for each 
delegate at daily allowances of UWWday. This amount did not require 
coUcction of reaipb. Became tbey did not use CTA accommodation 
d l o ~  they were not required to supply CTA with Hotel bill. The 
TIILIIW;ICIIIC~I~ .li;) nut 1 1 ~ 1 . 1 c r t t ~ d  fht opsoll of tk auditor that these 
~ \ ~ c I ~ L ~ I I I H ~ - .  . I IU  I I I I . - U I I ~ ~ I ~ I ~ ~ ~  

M u k  & Inc;Amtnl 
Expcmca related to Jlnurry 
2001 General Council 

Mala & Incident81 
Expenm related to 
October2OOOGenctcrl 
Council 

' A lotil mmum of ~ ~ ~ 2 , 5 1 6  wu prid to eight participants to tbc General 
Councif held in Maputo from Jmwy30-31,2001. Reports of this General 
Couocil inchxiing utmdure, arc available in the fk. The rrmc poccdurr 
as descnid above was follow~~l 7 1 ~  t:~iragmnt did not undtistad the 
opinion of h e  auditor tbat these c \ p c r l ~ f ~ t u r ~ . .  . are mupprt td.  
An unoust of USSZJ84 was also paid to tight p p l e  w b  c a m  to 
p8rticip8tc in the OeMI] Council kld m Maputo hnOctoba 17-18,2000. 
R t p o r t 8 o f ~ G c n c m l C o u n c i l , i n c ~ a t r e n d m c e , u e 8 ~ l c m t h e  
h. The same procedurt u cbxi'bed above w n  foIlousd Tbe 
muvgcmnt did not undnrtrnd the opinion of the u&m that theu. 
cxPcndIbuwuermcupported. 
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19. The agmment with ACIZA was dircussod extensively with CTO- USAID a d  agmd u r pilot. 

Managcnmt signed a contract or exchanged letter on the armgcmnt due to low rmnthly valuer 

involved. Management need tim to collect the cvkhces t h t  this subcontract was doae qpqxiacly. 

C T A  staff Hotel expenses 

20. The amount of MZM 15,245,000.00 equivalent to USS641 was paid to Acadcmica to supply strtionuy 

in May 2002 (paid in June 2002) .Our records show that four quotations wae received md &&mica 

was awarded those item6 which were better priced. This inforumtion was provided to tbe uditon. 

The amount of $9,240 was for CTA staff member hotel cxpensa. As tk 
travellers did not provide receipts, m A  has irruer invoicer to the &avellar 
In thc follow~n_r amounts: 
a. Egas Mussanhane to pny CTA, tbc .mount of USS4,618; 
b. Pnulo de Sousa to pay CTA the amount of USS828 
C. Of ~lia Pacule to pry CTA the ~ o u n t  of US2,642 
d Carlos Costa to pay CTA the amount of USS576 
c Mahomad Ejaz to pay CT'A the amount of USS576 

21. An amount equivalent to MZM 22,493,250.00MT or USS946.41 (US59351 From the aditom), was 

paid to the firm Photocopy Solutions for mPinttnurct of CTA's pbotowpy mrchmr in Junc 2002. 

Photocopy Sohaions wtn the sole authorized agent in Mozambique for the bnnd of pbotocopien tht 

CTA was using. Therefore, CT'A was rquircd to utilize Photocopy Soluti0~1 f a  rrprirr ud 

mabmmce or the warranty on the machina would be wllificd. This infbsmatim wu provided to the 

auditors. 

, L. 1.4 $b i l l  - ~ ~ I ~ I I I ~ ~ I C  1 1 0  J I I I ~ C I I I I >  I ~ I I I ~ u ~  -11p t ~ i  tltt+\t+ O U I ~ I J I I ~ ~ I I ~  JIIILILII~I>. 

22. The mount of USS2,225.58 (2,229 from tbe auditor?) wu paid to Camoft, iu Septemba 2001. Thir 

mount was paid for M&mt purposes: USS491 for supply of m intunet hub rpue; USS64.58 for the 

supply aetwork card; and USS1,670 for a seven-month technical support contract. CTA and Cuesoft 

(one of the few internet related company at that time) signed a general contract for Camofi to provide 

technical assistance for rnaintcnwx and trouble shooting hctions with the internet at CTA. T k  

contract stated a fixed amnmt of USS215 US per month. Dwing the process of regular azmintmurcc, 

CucroA provided CTA with spare parts required, therefore muugemc~ thought t h t  thae was no 

atad to do procurement on such small supplies. This contract was ruppoood to be c o v d  by PODE 

(the World B a d  project) a d  later by PAC (a Swedish Project). However, tbnc was a &lay in 

payment to Cueroft by these two organizations. CTA management took tbc dockion to p y  using 

USAID funds, as these were costs that were allowabk undc~ the USAID rgreementl;. Once again tbe 

alidiwr did m(rr a u k  lk lo rrt~&r.-tlmd Ibd cm3L'IjljUS iajolvd 4 ~ 1 1 1 1  uy I I I L U ~  LWIL'IL'~)~ 

expenses in one only effect analysis. 
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23. The vehick waa maintained in July 2004 USS807, with thc local agent, which mmagexmnt conridm no 

raquhnmt for quotation. Howcver managmmt will venfy this cqediturc in order to urdartlud 

the auditor's opinion. 

24. Muugcment would a h  require time to file the Salvor Hotel aqmditurc of US2044 in Febnury 2003 

which the auditors considered Meupported due to lack of suppotting documcnb. 

25. USS3600 was paid to Sqpo Chitar8 Executive Manager for rchbmmmt uuts for usiug hia vehick 

to go from home to CTA and £ram CTA to various parts of the town for mbetiqpr with high fhpcmq. 

Management rccepted this amngcnmt to avoid o provide a car for CTA m g u ,  which wu pert of 

the oegotiation package of his contnct. The paid axnoun! was an a a m d a t d  amount for more thm 

one year, corrapndq to about US3Wmontb and about USS13.63 I&y including futl. h4mkct 

price for a w~ygcmmt car hvurg would coat USW-lW&y. Statistits of about three month we of the 

ccr rwenf i~Pndusedr rs thebuetocdcukteavenge~o~uradmdavr l~~pcrhnnuured .  

Management would like to verify this isrue and bring md qualify the stm@ of thc doamawh 

provided to the auditor. 

26. Management did not understand thc f e  of the auditor in elation to expenditure of USS6000 ova 

the approved budget. Mauagcxncnt request the auditor to provide more details of this u n j d e d  

pcrymcnt. 
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C1.rtcrir 
h terms of the OMB Circular A - 122, attachment B, Principle 5l.e and the Mudrtory S t a d d  

Provision titled "lnmuatioml air travel md transportation" all oversus mvel requires pior approval 

h m  tbe USAID/ Mozambii mission unless authorized in tbe rgnement. 

c!awm 
The xecipient ianared m costs with ovaseas travel and related cuss, for which we were not provided with 

evkknceoffommlopprovrlobtrined~the~oflicer.  

alus 
Management ho not ~ t a b 1 ~  qpmpxhte sytems of intad control to d a l  with the sopMiation of 

quimnmts of this USAID Co- 

Em 
- An amount of USD 137,844 h.s been questioned as intligibk under the rgmmcnt. - 
The USAID1 Mozunbique mission should milre a detmhtion neUding the allow M t y  of the u m m t  

of USD 137,844 being questioned as ineligible and recover from CTA any amount daennirred to be 

unallowable. 

Tberr was never ray travel a b d  initiated witbut acknowloQcmmt of the USAID CTO. M a t  of the 

c o d d o n  and authorization were ken provided by e mail. Manmgcnmt would like to receive h n  

the auditors a comprehensive list of corrtrpandiag trips abroad without authorhation so that m 

appropriate conmrmt can be provided. 



Crit+tlr 
In temu of the circular OMB A - 122 Attachnmt B, Principle 14 relating to en- c x p d h e  

state, Entrrtoinrnent costr. Coots of entertahmt, including rmuemcnt, diversion, and d activities 

and any coots directly associated with such costs (such as tickets to shows or sports events, rids, bdging, 

rentals, transportation, and gratuities) ue unallowable". 

Coadltioa 
RojcctfimdPwenusedtopayformeolPQriDg ascmin8rheldinMrputoatMimnu, Lda. 

Galu  
Managcnmt has not established appropriate syrternr of intcxnal control to dul with the sophhcatioo of 

nquhnmts of this USAlD Contract. 

EtlPd 
An amount of USD 5,215 paid on September 30, 2004 has been questioned u ineligibk under thc 

agnement. - 
The USAIDI Mozambique mission should makc a dctami~tion mgadhg the allow ability of the mount 

of USD 5,215 being questioned M ineligible and recover from CTA any amount daerrained to be 

unallowable. 

Ma~8cment  believed that such payment m y  occur during private sector conferrace a gentn) Aascx&Iy 

gathering. Management would like to verify th reasoning of having takm r decision to allow wcb 

poymat. 
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. . &&g No. 9 - Traiaian cwmes for CTA staff 

G€kda 
In terms of the rgmmnrt signed betwoen mA rad USAID (Project W. 656-A-00-99-00022-00) lmhiq 

should be mPde to CTA mrmber aasocintes to crpacitate thcq aa stated under point 4 of tbc rtbdwmnt 2, 

prognm daaiption, second paragraph line 5, which reads ')rivate sector development a d  training". 

Additio~lly, in termr of the circulu OMB A-122, amchment a, 4.0.1, coats incurd rbould be Jlocrble 

to tbe specific objectives of the award. 

Cooditioa 
Roject fimds wac used to pay for trrrining couraes for CTA d. 

hlfs 
Management hu not establishad appropriate s- of i n t c d  control to deal with tbe rophirticrtion of 

n q ~ t s  of this USAID Contract. 

Efm 
An ~ l o u n t  of USD 17,521 used to pay for tnhhg courses for CTA staE has ken questioned u 

ineligible under the cooperative agmmnt. - 
The USAIDI Mozambique mission should make a dctmnktios1 m@iq the allow ability of the mount 

of USD 17,521 being questioned aa ineligible and recover from CTA any amouut de#rmiaed to be 

wallowable. 

I M101gemnt would l i h  to request th wdimn to specify which aaining is beiag questioned. Howwer 

I this ir is  an intcqxctation matter. The ~ e m m t  undmm&q of tbe h b t  the 

I agreement docs not forbid CTA to train its own strrff. 



AUDITORS m R T  ON COMPLIANCE 

Clitcrir 
In term of the hhdatory Shudard Provision titled "Accountiug, Auditing and Recordsw tbe recipient is 

nquind to maintain, among other items, finurcial mads pertinend to the a d .  This implica that for all 

otbcr costs, we were unable to test and as such cannot confirm that those costs conplied with the cost 

principles and rgreement tams. 

Condition 
Our audit tests were made on a ppmple basis, which covered 80% of the tod tnnuctionr incumd by 

CTA. Due to the materiality and impact of the questioned costs, almost 65% of tod payments, its is 

unlikely that the remining 2090 of the trsauctions not tested will cornply witb the agmmmt tcmr and 

provisions because of the lack of hkmd control relating to compliance. 

Furhamore, CTA did not esmblirh a&quate internal control shucturc to cope with the ropbirticued 

r q ~ t s  of the award. 

Management has not established appmprhte system of intend control to deal with the sophiahtion of 

rcquifcmcnta of this USAID Contract. 

Mm 
As result an amount of USD 560,457 of costs not tested bas been questioned as uMlpported tmder the 

agnemnt. - 
The USAID/ Mozanbique mission sbould mrke a dcmmimtioa r c g m h q  the allow ability of the unount 

of USD 560,457 being questioned as ineligi'ble aud =ova !hm CTA my rmount determined to be 

d o w a b l e .  

As prcacnted throughout our Muugenxnt Commnts, ~ c x n e n t  docs not a m  with the auditor that in 

80% sunple 65% of total payment were questioned. Management can prove tbrt the mrjcnity of 

q u e s t i d  costs are in fact allowabk. 
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f&&g No. 11 - Cort sharing 

Criteria 

In t c m ~  of Urr Manda~ory Standard Provision titled "cost during "c.4, wntrhhu should be tbe types 

of charges that would be allowed under the applicable F e w  Cust principles, which is the are of OM' 

C~rcular A - 122 

Cowlition 

Although we havc received a confirnulion from PODE in respect of b d s  dirkPKd to CTA - 
Confedemqio das Associa~iks Economicas de M m i q u e ,  we were unable to determine if tbc coat 

shrnng contniution was used for the program objectives aud thenfore docable to the rgrammt. 

Furthemore, we mted that during the period no regulu control was kept by manag- ova the cost 

sharing amounts conmiution. 

Management hs not established appropriate systems of intmd coMol to &A with tbe sophistication of 

requirements of thia USAID Conkact. 

CTA did not conply with tbc q m m a t s  provision in respect of cost &dug conlrilmths. Aa d t  ik 

 cost^ rmormt of USD 586,000 u been quertiod as ineligiile. - 
USAID should consider further actions to be EJrea under the circ%rmtura md should rko detemim tbe 

rllowab51ity of tbe mount of USD 586,000 in queationd inehgible cost-shuiag amtributio~, rod 

R E D V U  my amOUdt d c t r w  to be d 0 m b l e .  

27. Managexmt explained at length to the auditon t h t  CTA Cat Shring is comprised of: 

a. Membtr contributions; 

b. Pay- of fees by participanb in CTA events; 

c. Value of m-reimbursed time spent by Mcmbar of the Boud and private individuah in aw&ngs 

md preparing papen for o v d l  discwions on policies; and 

d. Odrcr projects, such u PODE and PAC, contributions. 
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28. In relation to other donor contniution into CTA activities, CI'A crnnot prucnt the wmmtbg tiles 

of these otber donor contniutiom as funds arc not transfared to CTA. Instud, the paymmo for 

goods and services required by CTA and approved by the other donon ore xllrdc directly to suppliers 

by thc donor organizations. CTA can only prescnt the attached reports of in-kind c o n t r i i  and 

estimation of cost. 

29. The contnition of $2 million r e f e d  to in the audit report was brred on a by the 

auditor of information obtained h m  ASDI- the Swedish ~ t i o l l p l  Coopcntioa Agary. This 

amunt is not allocated to CTA but instaci corresponds to the entire budget allocated by ASDI for 

private sector development activities in Mozambique. CTA cm apply for small mounts of fimliw 
from ASDI, but doer not have anything to do with the $2,000,000 and never inchded this in m y  

report of discussion of our cost-sb8nng commitment A d d i t i d y  CTA cm provide a find audit 

report of these Sccounts. 
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Critcrir 
In tmm of the Mandatory Serndud Provision titled "payment advance" the recipient is rtquired to 

maintain, onong other item, hmcirl records, supporting documents, statistical records md rll other 

records pertinent to the award. It requires tbat USAID fUndr ahdl not be co-mingled with otkr recipient 

owned or controlled funds and ohnll be deposited in a oep~nte bonlr account 

Additionally, in tmm of the mandatory stlmdud provisions titled "accounting, audit und m r d r "  

r e c i p i c n ~ p r e r r q u i r e d t o m P i n ~ f i n o l r c i n l ~ p e m n e n t t o t h c r w u d u d P l l ~ ~ v e d f i a m  

USAID nnut be appropriately recorded and those records must be periodically reconciled with 

infomtion provided by USAID. 

Condition 
Muerirl control wehesacs on b m d h g  the bank accounts, as project bank accounts were wd to deposit 

funds received from other d o m  and from membcrrhip contributions. As dt, F d  ktnn u per h e  

F u n d A c c o u a t P b i l i t y S ~ t i e m e n t ~ b m t h e r c b u l e x i a i n g c u h i n W d m ~  . .  . h u b  

prrpued to justify the difkam of USD 9,678. 

mu 
Management hati mt established appropriate system of internal control to deal with tbe wphbtiution of 

requirements of this USAID Contract. 

u'm 
CT A did not conply with the USAID reqtkxnmts in respect of badling of US firndr. Fwtkmmc, there 

is an unjustified ud not reconciled difference of USD 9,678 between the fimd brknce md the rcnul crrh 

in bank. - 
Murrgrmmt should consider further actions to be taken under the cirmrmrance, ud thc USAID1 

Mozmrbique mission should makc a dctamhtion regding thc allow ability of the USD 9,678 being 

questioned as unsupported and rccova &om CTA any amount dewmid to be d o w a b l e .  - 
30. CTA would like to verifj in more &hil this finAinP. However,  ama at e x p W  to thc auditon 

that in a very limited occasion CTA did deposit contriitiom from other sources into a USAID account. 

This is not a m A  policy it hrppmed by mistake or W T O ~  muupemat decision from the awmtmt 

which was p ~ m p f l y  ICAJ~LJ by i u q m e n t .  



Fiadian No. 13 -Hat 

ctltcri. 
In terms of the Mandatory Standard Provision titled "payment advance" the recipient is required to 

maintain, among other items, fulprrial records, supportiq docuumts, statistical record8 ad dl other 

records patiucnt to the awud. 

Additionally, in tmns of the mandatory standard provisions titled t account in^ &it and records" 

mip~rre~edtomPinePinfinnacirl~ordspertinenttothcawordond~fimdins~vdfiom 

USAID m t  be approprirtely recorded md those records nust be periodically d k d  with 

information provided by USAID. 

s3uwQa 
The confirmation received b m  USAID for fuuds a d d  to CTA (USD 2,827,441) differ from the 

amount recorded in =A's books (USD 2,826,322) and no reconciliation was prepad to erg,tin the 

differace of USD 1.1 19. 

mus 
Mug-t  hPr not cstablirhed appropriate systems of intemrl control to deal witb the rophuticrtion of 

reqimmnts of this USAID Contract. 

Eficet 
The diffmnce omwnting to USD 1,119 has been qwtioned u unsupprkd rmda the a p a m t .  

-0.13 
The USAID/ M d i q u e  mission should mPLe a dewmination r cpdbg  the rllowabdity of the 

q u e s r i d  USD 1,119 and issue a bill of collection, if necessary. 

-No, U 
31. Managanent understood that the difkam was due to exchnge rate loarer or Ipinr. However 

Mamgenmt will vaify in detail the origin of such diff-. 
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15.1 Independent Auditor's Review Report on CoetSbaring Schedule 

CTA - C~@&Y@O d a ~  ASSOC- de M- 
Rua do Castanheta, no 120 

B a h  & Sonmemchield 

Maputo. Mozambique 

W e h r v e n v i e w e d t b c ~ y i n s ~ o f c o u n t e r p u t ~ ' b u t i o ~ ~ l l o f C T A - C o n d c d a y i o d u  

A s o o c ~  Economicas & M m @ c  for the penod June 29, 1999 to Sqtmba 30,200). Our review 

~ ~ ~ C a O d l l C b d m ~ w i t h r t s n d u d r a t . b W b y t b e ~ ~ ~ ~ I n r t i h l l e o f C a t i f i c d P u b k  

~ ( A I C P A ) . T b c p r n p o r e o f w r e v i e w w o s t o ~ S t h c c o r t ~ ~ u f i i r ~  

~ i n ~ ~ w i t h t b e b a r i s o f o c c o M s i n g d e s c r i b e d i n n o t e 5 1 . 1  tothecost-rchcduled 

to dctennint if c01)t-dmmg contributions wae provided in accordance with the turn of the apcmmb. We 

also consided intmral control dated to the pvicion of a d  rccolrmting for cos t - sb ingcank i i .  

A review consists principally of inquiries of recipient pcnomwl md adytical procubs rpplicd to fimracirl 

d.tr.Itis~lymorelimifedin~thnon~~tbe&jeai~~ofwhichirtocrtparm 

opinion on the cost-rhring schedule. Accordingly, we do not express such an aphion. 

Tk muh of our review disclored the following m a t e d  quutiond cats as detriled in tbt co r t+h iq  

schedule: 

5.1.1 W e n o t e d t h t ~ t h e p e r i o d a o ~ c a n t r o l w u k e p t b y ~ o v a t h e c o r t ~ M o U P b  

received. (Swjldng 1.4.5; A22; 4.211 and S3.3) 

5.1.2 Addit idy,  although we have received a c o a t m ~ W ~ ~  h PODE in rupcct of fuDdr dihmd to CTA - 

Confdaa#o das as roc^ Ecoldnricso dc Mopnbiquc, we wae unable to detensdnc Stbe coat rhrring 

~ ~ ~ l U I C d f O t t b c p r o s n m & j c c t i ~ a n d ~ o n ~ l e t o t h e ~ h ~ c o r t ~  

ccmhiMoos 9n ineligi'ble in terms of the Mandotory Serndstds Provision titled 'Cost ~ ' '  C4. (Sor 

j h b g  1.15; 3.2 2; 4211 and 5.3.3) 

Based on w review, as noted above, CTA - C o d '  dag Auocia@a Ecoaomicu & Mg.mbique 

did not provide and account for c o ~ t - s k b g  contributions, in all mrteriol upccts, in sccotdrrrce with thc 

basis of accounting used to preparc the cost-shanng schedule and the taw of the agrecmat. 



This nport is intadad for the infhmtion of CTA - ChdWqb du hoc ia@u Ecuadas & 

h 4 ~ ~  snd b e  U.S. Agency fa Ismnational Developmu (USAID). HOWCVQ, upon re)erw by 

USAID, this repart is a matter of public record md its dirtdmtkn is not limited. 



15.2 Cost sharing whduh 

From June 29.1999 to September 30.2004 

usn 
PODE 

IN-KIND 



AUDITORS REPORT ON COST SEARING SCHEDULE 

3 NOTES TO THE COSTSHARING SCHEDWLE 

3.1 SIGNIFICANT ACCOINllNG POLICIES 

The Cost - Sharing Schedule was prepared on the cash h i s .  In accordance with this pxincipal, 

receipts arc only accounted for wben received and eltpcnret when paid for. 

Purchases of equipmnt an recorded as cumnt expenditure in the Cost - S h h g  Scbtduk m th 

period in which they arise. 

13.2 SUMMARY OF PROCEDURES PERFORMED 

The procadurer performed to review the cost-rhrhg schedule can be sammukd as follow: 
- Conknation of fund0 received 9s costdaring schedule; 
- Verification whether those funds were allocated to the apcnmt; and 
- Verification whether cost-sharing charges would be al1owable uadn the applicable Federrl cat 

principles. 

COSTSEARING CONTRIBUTION 

During thc period under review 1llpn;lleaneat djd not maintab rplLr control over the c a t  sbwing rmamtr 

received as required by thc agrren#rs Additionally, aldmgb we have received a con6rmmtion fmm PODE 

in respect of fimds disbursed to CTA - C o n f w  das Asmch#a Econthims de Mgrmbique, we 

were unabk to determine if tbe cost sbanng was used for the program objectives rad drerefae double to 

thc a p m m t  (Sarjhdfng 1.45; 3.2 2; 4.211 curd 53.3) 
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FUND ACXXXINTABILflY STATEMF.NT 
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