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RegIOnal Inspector General 
Preform 

MEMORANDUM FOR USAIDIMOZAMBIQUE D 

L 
FROM RegIonal Inspector GenerallPretona, Jos 

Memorandum 

August 5, 1999 

SUBJECT AudIt ofUSAIDlMozamblque's Momt nng of ItS Host Country Contractmg 
ActIvItIes, Report No 4-656-99-005-P 

ThIs memorandum IS our report on the AudIt of USAIDlMozambIque's Momtonng of ItS 
Host Country Contractmg ActIVItIes, Report No 4-656-99-005-P We have receIved your 
comments on the draft report and have mcluded them m theIr entIrety as an appendIX to thIS 
report (see AppendIx II) The report does not contam any recommendatIOns, therefore, no 
actIOn IS reqUIred by the MISSIOn 

I appreCIate the cooperatIOn and courteSIes extended to my staff dunng the audIt 

Background 

S mce the sIgnmg of the MozambIque peace accord m 1992 and the subsequent electIOns m 
1994, the Government of MozambIque (GRM) has embarked on rebUIldmg the country's 

economy and mfrastructure whIch was devastated after years of CIVIl war CntIcal to thIS 
rebUIldmg effort has been the rehabIhtatIOn and development of the country's road system 
whIch the GRM conSIdered a natIOnal pnonty Rural roads represent an mtegral part of 
MozambIque's economIC and SOCial mfrastructure smce the agnculture sector, responsIble for 
producmg 60 percent of the country's GDP and 80 percent of ItS export earnmgs, relIes 
heaVIly on these roads m order to transport food to markets The poor condItIon of these 
roads, however, has made It dIfficult for farmers to have access to local markets, thereby 
posmg a major ImpedIment to rural economIC actIVIty 

To address thIS problem, the GRM SIgned an agreement WIth USAID m November 1995 
under the Rural Access Project (RAP), a $53 0 mllhon, seven-year actIVIty mtended to 
mcrease access and reduce transport costs m targeted agncultural areas Major mputs under 
RAP mcluded the rehabIhtatIOn of selected roads to prOVIde lmks to natIOnal and regIOnal 
transport networks ThIS comcided With the MISSIOn StrategIC ObjectIve of promotmg 
"mcreased mcome for rural households m targeted areas" Road rehabIhtatIOn financed under 
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the project was planned to take place m two, three-year phases and cover 1,400 kIlometers of 
rural roads m key provmces m central MozambIque where It supported other local road 
activItIes proposed under the Roads and Coastal ShIppmg project, a multI-donor road sector 
program coordmated by the World Bank 

The road work, the largest component under RAP, mvolved the rehabIlItatIOn of (1) tertIary 
roads usmg labor-mtenslve methods funded through grants to PVOs and (2) selected pnmary 
and secondary roads through host country contracts (HCCs) wIth road constructIOn firms and 
also US AID-dIrect contracts for archItectural and engmeenng servIces Through the penod 
of our field work m May 1999, USAID/Mozambique had financed two HCCs, WIth a 
combmed value of $6 7 mIllIon, whIch were for the rehabIlItatIOn of two roads covermg a 
total dIstance of 102 kIlometers The MISSIOn was also mOnItormg the procurement of a thIrd 
HCC, valued at $21 mIllIon, whIch was stIll m the process of bemg tendered at the time of 
our field work ThIS latest contract mvolved the rehablhtatIOn of a 240-kIlometer sectIOn 
(Cma-Gorongosa) along MozambIque's mam north-south road conSIdered to be a cntIcal lInk 
between USAID's target geographIc areas and the major markets to the south In procunng 
these constructIOn servIces, HCCs are awarded through the NatIOnal DIrectorate of Roads 
and Bndges (DNEP) under the MInIStry of PublIc ConstructIOn and Housmg, the 
Implementmg agency wlthm the GRM As of May 1999, combmed cumulatIve commItments 
under the two InItial HCCs totaled $6 7 mIllIon With expendItures totalmg $4 7 mIllIon 

Audit ObjectIve 

The audIt revIewed USAID/MozambIque's mOnItormg of ItS host country contractmg 
actIVIties, focusmg partIcularly on the two mitIal host country contracts descnbed above, and 
was deSIgned to answer the followmg questIOn 

DId USAIDlMozamblque follow prescrIbed USAID polIcy and procedures m 
momtormg the procurement and ImplementatIOn of Its host country contracts? 

AppendIX I prOVIdes a complete dIscussIOn of the scope and methodology for thIS audIt 

Audit Fmdmgs 

Did USAIDlMozamblque follow preSCrIbed USAID policy and 
procedures m momtormg the procurement and ImplementatIOn of ItS 
host country contracts? 

U SAID/MOzambique followed prescnbed USAID polICIes and procedures m mOnItonng 
the procurement and ImplementatIOn of ItS host country contracts (HCCs) In revlewmg 

the MISSIOn's oversIght of these actIVItIes, the audIt focused on the MISSIOn s mOnItonng of 
two HCCs awarded m August 1996 for road constructIOn servIces-the only active HCCs at 
the tIme of our field work The HCCs had a combmed value of $6 7 mIllIon and were both 
awarded to the same constructIOn contractor, CooperatIva Muraton e CementtstI-Ravenna or 
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CMC, for the rehabIlItatIOn of two roads (Mutarara-VIlla Nova da Fronteua and Cma-Sena) 
We also revIewed the procurement (through the bId openmg phase) of a thIrd HCC whIch 
was m the process of bemg tendered at the tIme we completed our fieldwork m June 1999 
ThIS contract, estImated to be valued at $21 mIllIon, mvolved the constructIOn of the 240-
kilometer Cma-Gorongosa road The results of our reVIew of the MISSIOn S mOnItonng of 
both (l) the procurement of the three aforementIOned HCCs and (2) the ImplementatIOn of 
the two mItIal HCCs are summarIzed below 

Procurement of Host Country Contracts 

Pnor to asslgnmg procurement actIOns expected to exceed $250,000 to a host country, 
mISSIons are reqUIred under ADS 301 52 to (1) conduct an assessment of the host country 
contractmg agency's procurement system to assess the agency's contractmg capabIlItIes and 
(2) obtmn the MISSIOn Duector's certIficatIOn, m wntmg, that the contractmg agency has the 
capabIlIty to undertake the procurement actIOn In addItIOn, ADS E305 provIdes that HCCs 
for constructIOn servIces shall normally be awarded under formal competItIve blddmg 
procedures To ensure that thIS bIddmg IS undertaken m complIance WIth USAID polICIes, 
pnor USAID approval of mtenm steps m thIS process IS reqUIred for contracts exceedmg 
$250,000, thIS mvolves MISSIOn approval of the lIst of prequalIfied offerors, solICItatIOn 
document (InVItatIOn for BIds), selectIOn method, selected contractor and the final contract 

We determmed that USAIDlMozambIque complIed WIth USAID polICIes and procedures m 
mOnItonng the procurement of ItS HCCs In accordance WIth prescnbed pohcIes, for 
example, the MISSIon (1) assessed and certIfied whether the host country contractmg agency, 
the NatIOnal DIrectorate of Roads and Bndges (DNEP), had the capablhty to procure 
USAID-funded contracts, (2) approved mtenm steps m the contractmg process and (3) 
ensured that appropnate prOVISIOns were mcluded m the HCCs reqUIrIng comphance WIth 
USAID's natIOnahty and audIt reqUIrements These are dIscussed m further detaIl below 

,. Assessment and CertIficatIOn of Contractmg CapabIlIties In February 1995, as part 
of the project deSIgn process, the MISSIOn conducted an assessment of DNEP's capabIhty 
for procunng HCCs whIch mvolved a reVIew of the contractmg agency's procurement 
system The assessment, whIch updated an earlIer one done m 1993, found that DNEP 
was stIll mcapable of mdependently handlmg the finanCIal management and 
admInIstratIve functIOns reqUIred under USAID's HCC procedures The assessment, 
however, concluded that DNEP could undertake the procurement of HCCs WIth proJect
financed techmcal support Based on thIS conclUSIOn, the MISSIon DIrector certIfied that 
host country contractmg could be utIlIzed by DNEP TechnIcal aSSIstance was later 
proVIded under a $3 5 mIllIon USAID-dIrect contract WIth Mornson Knudsen 
InternatIOnal (MKI) for archItectural and engmeenng (A&E) servIces 

,. Involvement m Contractmg Process Records contamed m the contract files showed 
that the MISSIOn closely momtored the procurement of ItS HCCs and approved cntIcal 
steps dunng the entIre contractmg process We noted, for example, that MISSIOn staff 
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(a) revIewed and edIted the text contamed m the publIc notlces used to advertIse the 
planned constructIOn work to prospectIve offerors, 

(b) revIewed and approved the pre qualIficatIOn document pnor to Issuance, 

(c) reviewed the prequalIficatIOn evaluatIOn results [Note Concurrent WIth thIS 
evaluatIOn, the MISSIOn performed ItS own evaluatIOn ("shadow reVIew"), mdependent 
of the reVIew done by the prequalIficatIOn evaluatIOn panel, whIch was later 
compared WIth the results of the panel evaluatIOn and used as a baSIS for approvmg 
the lIst of prequalIfied offerors], 

(d) reVIewed and approved the InVItatIOn for BIds (IFB) and other tender documents 
prepared by the A&E contractor as well as the contractor selectIOn method, 

(e) partICIpated m the pre-qualIficatIOn and pre-bId meetmgs to offer gUidance on 
outstandmg Issues relatmg to the tender documents and ensure that USAID 
procedures were followed, 

(f) attended the bId openmg ceremony as "observers", 

(g) analyzed the bId proposals for the lowest bIdders to assess the valIdIty of the bIds by 
venfymg the reasonableness and accuracy of the cost details, and 

(h) formally approved the contractor selected and the award of the contract based on the 
bId evaluatIOn results and the MIsSIOn's partICIpatIOn throughout the tender process 

,. ComplIance wIth NationalIty and AudIt ReqUirements We also venfied that the two 
mitIal HCCs mc1uded provlSlons to ensure that servIces under the contracts complIed 
WIth USAID's natIOnalIty elIgIbIlIty polICIes (1 e , the firm awarded the HCC was elIgIble 
under these polIcIes) and that audIts were permItted to be performed on the two contracts 

ImplementatIOn of Host Country Contracts 

The Project Officers' GUidebook on Host Country Contractmg, a supplement to SectIOn 301 
of the Agency Directlve System (ADS), descnbes the speCIfic tasks and responSIbIlItIes 
mvolved m momtormg USAID-financed HCCs In momtonng the ImplementatIOn of HCCs, 
the GUidebook dIscusses a number of methods commonly used by Project Officers to prOVIde 
effectIve overSIght of the contractor's actIVItIes These methods mc1ude (l) meetmg 
penodically WIth the contractmg agency and the contractor to reVIew progress and any 
problems, (2) makmg SIte VISItS to the work SIte to observe on-gomg actIVItIes, (3) revIewmg 
progress reports reqUIred from the contractor, (4) admInIstratIvely approvmg vouchers 
submItted by the contractor for payment, (5) ensunng that all correspondence, reports and 
other relevant documents are maIntamed m the MISSIOn's contract files and (6) resolvmg 
problems hampermg completIOn of the contract 

4 



• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

Our reVIew found that the MISSIOn had perfonned the above tasks and generally complIed 
WIth USAID polICIes and procedures In momtorIng the ImplementatIOn of Its two HCCs 
These contracts were awarded In August 1996 to a SIngle constructIOn contractor (CMC) for 
the rehabIlItatIOn of two rural roads (Mutarara-VIlla Nova da Frontelra and CaIa-Sena) 
located In central MozambIque DespIte the mynad of problems and delays expenenced In 
the deSIgn and constructIOn of both of these roads, we detennIned that the MISSIOn actively 
momtored the progress of actIvItIes under the two contracts as eVIdenced by the followmg 

~ Attendance at Meetmgs Project staff met regularly WIth offiCIals from DNEP and the 
A&E contractor (MKI) at weekly coordmatIOn meetmgs where the group dIscussed 
vanous Issues, mcludmg the status of the road constructIOn work as well as MKI's 
progress In developIng the deSIgn work for the new Cata-Gorongosa road In early-1998, 
as It became more apparent that MKI was not makIng adequate progress m developmg thIS 
deSIgn work, records reflect that the MISSIOn placed Increasmg pressure on MKI to get the 
work done by establIshIng reVIsed deadlInes for key aspects of the deSIgn effort In order to 
aVOId further delays 

~ SIte VISItS Tnp reports on-file at the MISSIOn showed that project staff made SIte VISItS to 
the constructIOn SIte on a regular baSIS, VISItIng the SIte on a quarterly and sometimes even 
monthly baSIS DurIng these VISItS, project staff toured the constructIOn areas and attended 
the monthly SIte meetmgs to get an update from the MKI field engmeer on the progress of 
work at the SIte In examInIng the MISSIOn's tnp reports, we noted that the reports 
documented not only the progress made to date at the SIte, but also descnbed problems at 
the SIte that were causIng delays (e g , lack of operatIOnal eqUIpment) and lIsted follow-up 
actIons that needed to be taken by the project staff to faCIlItate appropnate corrective 
measures These reports, for example, IndIcated that the MISSIOn was well appnsed of the 
problems at the SIte aSSOCIated WIth the chromc breakdown of the gravel crusher whIch 
caused substantIal delays In the completIon of the Cata-Sena road 

~ ReVIew of Progress Reports The project staff also relIed on progress reports, prepared 
by the MKI field engIneer, In keepmg appnsed of the status of actiVItIes at the 
constructIOn SItes We found MKI ImtIally had trouble furnIshIng these reports to the 
project office m a timely manner, but eventually started submIttIng them on a monthly 
baSIS as reqUIred Each report proVIded an update of the progress at the constructIOn SIte 
along WIth a senes of charts to track dIfferent aspects of the work effort as well as a 
dISCUSSIOn of problems or pendIng Issues that needed to be addressed [Note MKI InItIally 
reported on a quarterly baSIS, but was later reqUIred to submIt reports monthly to Improve 
the MISSIOn's overSIght] In examInIng these reports, on file at the project office, we often 
found notes annotated In the documents proVIdIng eVIdence that project staff reVIewed the 
reports to keep abreast of the progress of work at the constructIOn SItes and to IdentIfy 
Issues to be dIscussed durmg future SIte VISItS 

~ ReVIew and Approval of Payment Vouchers In addItIOn to reVIeWIng progress reports, 
we venfied that the actiVIty manager had reVIewed and admInIstratively approved the 
Intenm payment requests receIved from the constructIOn contractor ThIS was eVIdenced 
by the SIgned admInIstratIve approval fonns as well as the comments annotated on the 
vouchers shOWIng that they had been reVIewed pnor to payment 
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We encountered one case, however, where thIS approval was bemg temporanly Withheld 
to prompt correctlve actIOn from the constructIOn contractor to address deficIencIes m Its 
performance Accordmg to the activIty manager, the MIssIOn was withholdmg a $500,000 
payment from CMC due to the contractor's failure to make satisfactory progress m 
completmg the constructIOn of the CaIa-Sena road Tills payment represented the final 
mstallment to be paid to CMC under the terms of a $2 mllhon negotIated settlement to 
resolve an earher claims dIspute between CMC and DNEP (USAID) 

We also noted that the project office was not mamtamIng a payment schedule, hstmg 
amounts requested and actually paId to date, to track payments under the two HCCs and 
dId not have one prepared untIl January 1999 when one of the HCCs was approacillng 
completIOn Although no financial errors were found, we beheve a schedule should be 
mamtamed, partIcularly wIth the large number of mtenm payments expected under the 
new HCC for the Caia-Gorongosa road Therefore, we suggest that the project office, m 
conjUnctIOn wIth the controller s office, develop and mamtam a schedule for trackIng 
payment requests receIved from the contractor and the payments made agamst those 
requests as reported under MACS Such a schedule would serve as a useful momtormg 
tool m trackIng cumulatlve payments and mInImIZe the chance of duphcate payments 
bemg made whIle also servmg as a basIs for reconcIlmg the MISSIOn s balances wIth those 
mamtamed by DNEP and the field engmeer 

~ Contract FIles The MISSIOn's contract files, mamtamed by the project office, were found 
to be extremely well organIzed, current and fully documented WIth all relevant reports, 
project ImplementatIOn letters (PILs), correspondence and contract documents on-file In 
famihanzmg ourselves WIth the project, we revIewed documents from these files whIch 
proVIded us WIth a valuable InstltutIOnal record of the numerous problems and Issues that 
arose SInce the start of the project and reflected, to some degree, the extent to whIch the 
MISSIOn was momtormg the entIre actlvity 

~ Approval of Contract AdminIstration Actions Records m the contract files also 
showed that admimstratIve actIOns under the two HCCs, whIch mcluded extensIOns and 
scope modIficatIOns, were formally approved by the MISSIOn, through PILs, pnor to bemg 
mcorporated mto the contracts ThIS approval was based, m part, on dIscussIOns held WIth 
DNEP and MKI to reVIew the vahdlty of the proposed extensIOns or amendments 

~ ResolutIOn of Problems/Dlsputes In addItIOn to approvmg changes to the contracts, the 
project office was actlvely mvolved m asslstmg DNEP m resolvmg a senes of problems 
and dIsputes that arose throughout the course of thIS actlvlty to protect USG mterests and 
assure the completIOn of the constructIOn effort as Illustrated m the followmg examples 

1 Delayed Hlrmg of A&E Contractor In early-1996, after expenenCIng repeated 
delays m the hmng of the A&E contractor WhICh m turn delayed the procurement of 
the HCCs and threatened to prevent constructIOn from proceedmg In 1996 as planned, 
the MISSIOn contracted WIth a local engIneenng firm as a temporary measure to get 
the deSIgn work mltlated pendmg the amval of the A&E contractor Although the 
actual constructIOn work was stlll delayed untlllate-1997 and stalled soon after due to 
deSIgn problems, thIS example Illustrates the MISSIOn's efforts to start thIS actlvity and 
aVOId further delays 
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2 ClaIms DIspute with ConstructIon Contractor The MIssIOn also worked closely 
wIth DNEP durmg the latter's negotIatIOns WIth CMC over a contentIOus claIms 
dIspute that arose soon after constructIOn work began m early-1997 and whIch 
threatened to bnng constructIOn under both HCCs to a complete halt In February 
1997, heavy rams caused major floodmg of the Zambezi RIver WhICh dIsrupted 
constructIOn work when sectIOns of the road became submerged preventmg matenals 
and supphes from reachmg the constructIOn SItes Progress was also hampered by the 
quahty of the road deSIgn furnIshed by the local engmeenng firm WhICh reqUIred 
further work, m part, because key deSIgn Issues stIll needed to be sorted out (e g , type 
of surfacmg method to use) CMC claImed that these factors forced ItS work crews to 
remam Idle at the SIte and caused the contractor to mcur expenses above those 
orIgmally agreed upon To recover these costs, CMC submItted a senes of expense 
claIms, totalmg over $4 mIllIon, whIch the MKI FIeld Engmeer conSIdered 
unreasonable and refused to certIfy m lIght of the fact that the $4 mIllIon m claIms 
represented 60 per cent of the $6 7 mIllIon contract pnce at a time when CMC had 
completed only 10 per cent of the work In response, CMC threatened to stop 
workIng and "walk away" from the contracts If the claIms were not paId 

In an effort to resolve thIS Issue, the MISSIon tasked MKI to reVIew the expense 
claIms to assess the vahdity of the claIms as well as to analyze the pros and cons 
aSSOCIated WIth alternative courses of actIOn The MISSIOn rehed on the results of thIS 
analYSIS m reachmg a final deCISIon, but only after It held a senes of meetmgs to 
dISCUSS the matter both mternally and WIth DNEP It also conferred WIth Agency 
offiCIals to obtam legal opmIOns After consldermg the costs aSSOCIated WIth 
pursumg other optIOns, such as appomtmg a new contractor, the MISSIOn concluded 
that the settlement would be the least costly alternatIve Therefore, the MISSIOn 
approved a negotIated settlement for $2 milhon to be paId to CMC m four 
mstallments as part of the $6 7 mIllIon contract prIce The settlement was Included In 
a VanatIOn Order, approved by the MISSIon and Issued m December 1997, whIch also 
specIfied major changes In the scope of work 

3 Delays ID CompletIOn of Cam-Sena Road Followmg the Issuance of the VarIatIOn 
order, project offiCIals made VISItS to the constructIOn SIte and observed that work at 
the SIte was stIll progressmg at a slow rate ThIS was due, m part, to CMC's faIlure to 
correct eXlstmg problems at the SIte assocIated WIth the lack of quahfied supervIsory 
personnel as well as the poor condItIon of the eqUIpment used on-SIte and lack of 
spares aVailable, all of whIch contrIbuted towards causmg chromc delays m the 
completIOn of the overall work plan In lIght of these contmumg defiCIenCIes m 
CMC's performance, despIte the monetary settlement agreed-upon earher, the 
MISSIon formally adVIsed DNEP that It would not make further payments If progress 
dId not Improve and correctIve actIOns were not taken Dunng a subsequent SIte VISIt, 
m May 1999, the audItors were mformed by the field engmeer that progress had smce 
Improved WIth the road expected to be substantIally completed by August 1999 
MISSIOn offiCIals added that thIS work would also be fimshed withm budget As a 
precautIOn, however, the MISSIOn planned to contmue wlthholdmg the final payment 
of ItS settlement from CMC pendmg completIOn of the constructIOn work 
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4 Non-Performance by A&E Contractor FolloWIng the arnval of the MKI field 
team, In mld-1997, both the MISSIOn and DNEP expenenced problems wIth the 
contractor's performance whIch resulted m major delays In the start-up of 
constructIOn on the new Cam-Gorongosa road Upon ItS arnval, MKI was responSIble 
for not only supervlsmg the on-gOIng constructIOn work under the two ImtIal BCCs, 
but also completIng the desIgn work and tendenng documents for the Cam
Gorongosa road smce the Imtml deSIgn, done by a local engmeenng firm, reqUIred 
substantIal reVISIOn MKI, however, was unable to meet the deSIgn schedule, faIhng 
to submIt the deSIgn documents wlthm 90 days after It moblhzed In-country, whIch 
resulted In a loss In confidence m MKI on the part of DNEP and the MIsSIOn WIth 
httle progress beIng made, the MISSIOn conveyed Its concerns regardmg the team's 
performance to MKI's head office III November 1997 ThIS led to the replacement of 
most of the team members, IncludIng the ChIef of Party, In December 1997 The 
MIsSIOn kept appnsed of the new team S work by holdIng weekly meetIngs WIth MKI 
and DNEP to dISCUSS the team's progress In developIng a work plan and aSseSSIng the 
resources reqUIred to complete the deSIgn 

In the enSUIng months, however, It became apparent to the MISSIOn and DNEP that 
the new MKI team was Incapable of mOblhzIng the necessary resources to complete 
the deSIgn work so as to allow constructIOn to start as planned After reCeIVIng a 
letter from DNEP reIteratIng ItS concerns over MKI's InabIlIty to meet ItS targets In 
completIng the reqUIred deSIgn work, the MISSIOn worked WIth the Office of 
Procurement to review vmble optIOns Based on thIS reView, the MISSIon elected to 
negotlate a reductIOn In the scope of work done under the contract, retaInIng the field 
engmeer on-SIte to contInue supervlSlng the on-gOIng constructIOn work, whtle 
procunng the other necessary techmcal servIces By early-1999, a new A&E firm 
was on-board and had successfully developed the deSIgn work and tenderIng 
documents In tIme to allow constructIOn of the new Cala-Gorongosa road to start-up 
later that year 

The above examples collectively demonstrate that USAIDlMozambique maIntaIned an active 
role m momtorIng ItS BCCs through ItS partICIpatIOn, and penodic InterventIon, In the entire 
contractIng process and close momtonng of the constructIOn actIVIties As a result, we 
conclude that USAIDlMozambique followed USAID pohcles and procedures m momtormg 
the procurement and ImplementatIOn of ItS HCCs and make no formal recommendatIOns 

Management Comments and Our EvaluatIOn 

In respondmg to our draft audIt report, the MISSIon concurred WIth the findIngs contaIned In 
the report The MISSIOn also agreed earher dunng the eXIt conference to Implement our 
suggestIOn on developIng and maIntaInmg a schedule for trackIng IndIVIdual and cumulative 
progress payments made to the constructIOn contractor The complete text of the MISSIOn's 
comments IS mcluded In AppendIX II 

8 



• 

• 

• 

• 

• 

• 

• 

• 

• 

• 

Scope 

SCOPE AND 
METHODOLOGY 

APPENDIX I 
Page 1 of2 

W e audIted USAID/Mozamblque's momtormg of Its host country contracts (HCCs) m 
accordance wIth generally accepted government audltmg standards FIeld work 

was performed from February 9, 1999 through June 9, 1999 and mvolved a reVIew of host 
country contractmg actIVItIes under the MISSIOn's Rural Access Project, a $53 0 mIlhon, 
seven-year long actIVIty supportmg the rehabIlItatIOn of selected roads The audIt covered 
contractmg actIVItIes smce the start of the project m November 1995 through the conclUSIOn 
of the field work m June 1999 

SpeCIfically, the audIt focused on the MISSIOn s momtormg of both the procurement and 
ImplementatIOn of two HCCs awarded m August 1996 for road constructIOn servIces These 
were the only HCCs awarded under the project through the tIme of our field work The 
HCCs had a combmed value of $6 7 mIlhon and were both awarded to the same constructIOn 
contractor, Cooperativa Muraton e CementIstI-Ravenna or CMC, for the rehabIlItatIOn of two 
roads (Mutarara-VIlla Nova da Frontelfa and CaIa-Sena) We also revIewed the procurement 
ofa thIrd HCC (through the bId openmg phase) WhICh was m the process ofbemg tendered at 
the tIme we completed our field work ThIS contract, estImated to be valued at $21 milhon, 
mvolved the constructIOn of the 240-kilometer Cma-Gorongosa road 

Because our audIt ObjectIve mvolved a reVIew of USAID/Mozamblque's momtonng of Its 
host country contractmg actIVItIes, we concentrated our audIt work on exammmg eXIstmg 
contract documents and records on-file at the USAID MISSIon m Maputo, MozambIque 

In addItIon, SIte VISItS were made to the followmg locatIOns 

• Office of the NatIOnal Duectorate of Roads and Bndges (DNEP), the Implementmg 
agency under the Mlmstry of PublIc ConstructIOn and Housmg m Maputo 

• Road constructIOn SItes near the town of Sena located m central MozambIque 

AudIt work durmg these VISItS was confined to mtervlewmg staff at the SIte and makmg 
general observatIOns on the progress and qualIty of constructIon operatIOns 
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The audIt ObjectIve was to determme If USAID/Mozambique adequately momtored the 
procurement and Implementation of Its host country contractmg actIvItIes m accordance 
WIth USAID poltcies and procedures 

To accompltsh thIS audIt objective, we mterviewed offICIals from the MISSIOn, DNEP, the 
A&E contractor and the field engmeer at the project SIte In addItion, we exammed and 
analyzed correspondence, progress reports, financial vouchers, SIte VISIt reports, PILs, 
tendermg documents and other contract-related records contamed m the MISSIOn's contract 
flIes These documents were revIewed to assess the extent to WhICh the MISSIOn was 
momtonng the procurement and ImplementatIOn of ItS HCCs and to determme whether the 
MISSIOn prOVIded the level of oversIght reqUIred by USAID poltcy In addItIon, contract 
fIles were exammed to obtam background mformatIon on some of the problems that arose 
m connectIOn WIth thIS actiVIty InformatIOn was also gathered through observatIOns made 
durmg two separate field VISItS to the constructIOn SItes where we had an opportumty to talk 
WIth the field engmeer AddItionally, we accompamed MISSIOn staff m attendmg the bId 
openmg ceremony, held on June 1, 1999, for the tendermg of the Cata-Gorongosa road 
contract at WhICh tIme we observed as the bIds were bemg opened and announced 

As part of the audIt, we also obtamed wntten representatIOns from cogmzant MISSIon 
offICials for all essentIal assertIons relatmg to the audIt ObjectIve 
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APPENDIX II 
Management Comments 

U B !08TAI. AllOWS 
MAl'UTD-ID 
U S Da'AIIlMEliT OF &TATE 
WASHINGTON D C !OSlO 2330 

To 

From 

Date 

Subject 

Dear Mr F armella, 

UNITED 5T ATES 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

USAID MISSION TO MOZAMBIQUE 

Memorandum 

ftUA .AlliA D£ SOUSA lOT 
t.WUTO MQ¢ .... MBIOUt 
CAIXA !OBTAI. m 
tELEX, .180 USAID MO 
TELEPHONE, ~lIOm 4816l1li 74-1t1l4 
FAX,_ 

Audit ofUSAIDlMozamblque's Monjtoring of Rost 
Country Contracting ActlVJtIcs 

We refer to RIG/AlPretorta s recent !ludlt ofUSAID/Mo.l8mblque's momtonng of 
host country contractmg m:tlvltles, as well as to the draft report received by the 
MIS&lOn on July 09, 1999 Plea~c be advl'lcd that we have nothing further to add to 
the report 

We would lIke to thank you for (he opportumty of commenting on the draft report 

Thank you 


