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This memorandum transmits the subject audit report prepared by Agency-contracted auditor, Ernst & 
Young (Maputo, Mozambique). 

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

On August 22, 1995, the USAID Mission to Mozambique approved the Rural Access Project, later 
renamed the Roads Rehabilitation and Maintenance Program, which provided $445,902 in contractual 
f h d s  to Impacto Projectos e Estudos Ambientais, M a  to provide environmental impact assessment and 
mitigation services related to Mission-fhded road reconstruction, rehabilitation, and maintenance 
activities. The term of the contract was November 9, 1998 to September 30,2002. The recipient is a 
private environmental consulting firm based in Maputo, Mozambique. 

Because the contract was a Cost-Plus-Fixed Fee contract that ended on September 30,2002, the Mission 
requested an audit to support closeout. Additionally, the contract included a provisional indirect cost rate 
and the Mission needed to determine a final rate. Finally, there was a concern regarding payroll 
processing during the term of the contract that the Mission wanted to investigate fiu-ther. 

USAIDNozambique contracted Ernst & Young to perform an audit for the period November 9, 1998 to 
September 30,2002. The audit covered $332,477 in expenditures of USAID funds. The specific 
objectives of the audit were to: 

Express an opinion on whether the h d  accountability statement for the USAID-hded programs 
presents fairly, in all material respects, revenues received, costs incurred, and commodities and technical 
assistance directly procured by USAID 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). Specific 
emphasis must be paced on testing and verifying payroll i,n£ormation. 
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Evaluate and obtain a sufficient understanding of the recipient's internal controls related to the USAID- 
fimded programs, assess control risk, and identi@ 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 the recipient complied, in all material respects, with agreement terms 
(including cost-sharing, if applicable) and applicable laws and regulations related to USAID-fimded 
programs. All material instances of noncompliance 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. 

Perform an audit of the indirect cost rate(s) if the recipient has been authorized to charge indirect costs 
to USAID using provisional rates, and USAID has not yet negotiated final rates with the recipient. If 
the recipient does not have a USAID authorized indirect cost rate, this fact must be disclosed in the 
report. 

Determine if the recipient has taken adequate corrective action on prior audit report recommendations. 

Ernst & Young rendered a qualified audit opinion on the Fund Accountability Statement. The audit 
disclosed the following: 

Total questioned costs of $2 15,580, of which $16 1,133 was deemed ineligible and $54,447 
unsupported. 

Three reportable internal control weaknesses, all of which were considered to be material. 
o Inadequate understanding of contract clauses; 
o Lack of timekeeping system; and 
o Lack of system of classifying costs between direct and indirect. 

Five material noncompliance findings were noted: 
o Ineligible personnel costs; 
o Lack of timekeeping system; 
o Lack of system of classifjmg costs between direct and indirect; 
o Level of experience and academic credentials of consultant hired not in accordance with 

contract terms; and 
Level of effort stipulated in contract not adhered to. 

Therefore, we are making the following recommendations: 

Recommendation No. 1: We recommend that USAIDNozambique determine the allowability of 
questioned costs totaling $215,580 ($161,133 ineligible and $54,447 unsupported) detailed on page 16 
of the Ernst & Young report, and recover from Impacto, Projectos e Estudos Ambientais, Lda any 
amounts determined to be unallowable. 



Recommendation No. 2: We recommend that USAIDMozambique ensure that Impacto, Projectos e 
Estudos Ambientais, Lda correct the three reportable internal control weaknesses (inadequate 
understanding of contract clauses, lack of timekeeping system and lack of system of classifying costs 
between direct and indirect) detailed on pages 22-25 of the Ernst & Young report. 

Recommendation No. 3: We recommend that USAIDMozambique ensure that Impacto, Projectos e 
Estudos Ambientais, Lda correct the five material instances of noncompliance (ineligible personnel 
costs, lack of timekeeping system, lack of system of classifying costs between direct and indirect, level 
of experience and academic credentials of consultant hired not in accordance with contract terms, 
and level of effort stipulated in contract not adhered to) detailed on pages 28-35 of the Ernst & 
Young report. 

In accordance with USAID's Automated Directives System (ADS) 595.3.1.1 .a and 595.3.1 S.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 heishe signs. Please have the responsible official 
provide RIGPretona with management decisions for the recommendation(s) presented in this 
memorandum within three months. 
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I CL OSE-OUTA UDIT OF THE USAID RESOURCES MANAGED BY IMPACTO, PROJECTOS E ESTUDOS AMBIENTAIS 

UNDER THE RURAL ACCESS PROJECT (RAP), ROADS REHABILITATION AND MAINTENANCE (RRM) AND EMERGENCY 

ROADS: BUILDING AND SUPPORT EFFORT (BASE) - ENVIRONMENTAL ANALYSIS, MITIGATION AND MONITORING. 

FOR THE PERIODS NOVEMBER 9.1998 TO SEPTEMBER 30.2002 

1. PROJECT DESCHIPTI0.C :i.V13 SCDPE - - .  

TRANSMITTAL LETTER AND SUMMARY 

Impacto - Projectos e Estudos Ambientais 

Av. dos Martires da Machava, 968 

Maputo, Mozambique 

Dear Sir or Madam 

Closeout audit of the of the USAU) Resources Managed by Impacto - Projectos e Estudos 

Arnbientais, Lda under the Rural Access Project (RAP), Roads Rehabilitation and 

Maintenance (RRM) and Emergency Roads: Building and Support Effort (BASE) - 

Environmental Analysis, Mitigation and Monitoring. 

Contract No. 656-C-00-98-00066-00 

We have completed the audit of the above Project for the period November 9, 1998 to September 30, 

2002 and report as follows: 

BACKGROUND 

On August 22, 1995, the U. S. Agency for International Development (USAID) Mission to 

Mozambique (Mission) approved the Rural Access Project, later renamed the Roads Rehabilitation 

and Maintenance Program (program), which provided $445,902 in contractual funds to Impacto 

Projectos e Estudos Arnbientais (recipient) for the recipient to provide environmental impact 

assessment and mitigation services related to Mission-funded road reconstruction, rehabilitation, 

and maintenance activities. The contract number is 656-C-00-98-00066-00. The term of the 

contract was November 9, 1998 to September 30, 2002. The recipient is a private environmental 

consulting firm based in Maputo, Mozambique. 

The allocation of funds under this Contract was modified twice amounting to US$ 445,902.00 for 

the period from November 9, 1998 to September 30,2002. 



CLOSE-OUTAUDIT OF THE USAID RESOURCES MANAGED BYIMPACTO, PROJECTOS E ESTUDOS AMBIENTAIS 

UNDER THE RURAL ACCESS PROJECT (RAP). ROADS REHABILITATION AND MAINTENANCE (RRM) AND EMERGENCY 

ROADS: BUIDING AND SUPPORTEFFORT (BASE) -ENVIRONMENTAL ANALYSIS, MITIGATION AND MONITORNG. 
- - - - -- 

FOR THE PERIODS NOVEMBER 9,1998 TO SEPTEMBER 30,2002 

1. PROJECT DESCRIPTION AND SCOPE 

1.3 SCOPE AND METHODOLOGY 

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

managed by the recipient under the Roads Rehabilitation and Maintenance Program for the 

period November 9, 1998 to September 30,2002 in accordance with U.S. Government Auditing 

Standards and the USAID "Guidelines for Financial Audits Contracted by Foreign Recipients 

(Guidelines)." 

The financial audit must include: 

(1) a specific audit of all the recipient's USAID-funded programs, and 

(2) an audit of the recipient's general purpose financial statements on an organization- 

wide basis (balance sheet, income statement, and cash flow statement) if the recipient 

has been authorized to charge indirect costs, or if the Mission specifically requests 

such an audit. 

The fund accountability statement is the basic financial statement to be audited that presents the 

recipient's revenues, costs incurred, cash balance of funds provided by USAID, and commodities 

and technical assistance directly procured by USAID for the recipient's use. All currency 

amounts in the fund accountability statement, schedule of computation of indirect cost rate, and 

the report findings, if any, must be stated in US.  dollars. 

The specific objectives of the review are as follows; 

Express 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 USAID 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). Specific emphasis must be 

placed on testing and verifying payroll information. 

Evaluate and obtain a suffkient 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. 



CLOSE-OUT AUDIT OF THE U S  IID RESOURCES MANAGED BYIMPACTO, PROJECTOS E ESTUDOS AMBIEWAIS 

UNDLX THE RURAL ACCFST 1'2: t.II:CT (RAP), ROADS REHABILITATION AND MAINTENANCE (RRM) AND EMERGENCY 

ROADS: BUILDING AND SUPPORT EFFORT (BASE) - ENVIRONMENTAL ANALYSIS, MIlTGATlON AND MONITORING. 

FOR THE PERIODS NOVEMBER 9,1998 TO SEPTEMBER 30,2002 

1. PROJECT DESCRIPTION AND SCOPE 

Perform 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 noncompliance 

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. 

Perform an audit of the indirect cost rate(s) if the recipient has been authorized to charge 

indirect costs to USAID using provisional rates and USAID has not yet negotiated final 

rates with the recipient. If the recipient does not have a USAID authorized indirect cost 

rate, this fact must be disclosed in the report. 

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

recommendations. 

Our methodology was as follows: 

Audit of the Fund Accountability Statement 

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

objectives and other related matters on May 27,2004. 

Reviewed the direct and indirect costs billed to and reimbursed by USAID/Mozambique 

and costs incurred but pending reimbursement by USAID, identifymg and quantifylug 

questionable costs. 

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

and applicable laws and regulations are included as findings. 

Reviewed general ledgers and project ledgers to determine whether costs incurred 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 over the qualities and quantities received. 

Reviewed direct salary charges to determine whether salary rates are reasonable for that 

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

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

findings. 

Reviewed travel and transportation charges to determine whrthc~ thcv are sde ip~at~ ly  

mpported and appro~rd. 



CLOSE-OUT AUDIT OF TiiE USAID RESOURCES MANAGED BYIMPACTO. PROJECTOS E ESTUDOS AMBIENTAIS 

UNDER THE RURAL ACCESS PROJECT (RAP), ROADS REHABIUTATION AND MAINTENANCE (RRM) AND EMERGENCY 

ROADS: BUILDING AND SUPPORT EFFORT (BASE) - ENVIRONMENTAL ANALYSIS, MITTGATION AND MONITORING. 

FOR THE PERIODS NOVEMBER 9.1998 TO SEPTEMBER 30.2002 

I .  PROJECT DESCRIPTION AND SCOPE 

Internal Control Structure 

Reviewed and evaluated the recipient's internal controls related to USAID programs to 

obtain a sufficient understanding of the design of relevant control policies and procedures 

and whether those policies and procedures have been placed in operation. 

Prepared the report required by the USAID Guidelines, identifying 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 weaknesses are reportable conditions in which the design or operation of the 

specific internal control elements do not reduce to a relatively low level the risk that 

errors or irregularities in amounts that would be material in relation to the fknd 

accountability statement may occur and not be detected within a timely period by 

management performing its normal functions. Reportable conditions, including 

material weaknesses, are set forth in the report as findings. Non-reportable conditions are 

included in a separate management letter to the recipient and referred to in the report on the 

internal controls. 

Evaluated the control environment, the adequacy of the accounting systems, and control 

procedures. Emphasis was placed on the policies and procedures that pertain to the recipient's 

ability to record, process, summarize, and report financial data consistent with the assertions 

embodied in each account of the fund accountability statement. This emphasis included, but 

not be limited to, the control system for: 

ensuring that charges to the program are proper and supported; 

managing cash on hand and in bank accounts; 

procuring goods and services; 

managing inventory and receiving functions; 

managing personnel functions such as timekeeping, salaries, and benefits; 

managing and disposing of commodities (such as vehicles, equipment, and tools, as 

well as other commodities) purchased either by the company or directly by 

USAID; and 

ensuring compliance with agreement terms and applicable laws and regulations 

that collectively have a material impact on the fund accountability statement. 



ZOSE-OUTAUDIT OF THE USAID RESOURCES MANAGED BY I M P A W  PROJECTOS E ESTUDOS AMBIENTAIS 

NDER THE RURAL ACCESS PROJECT (RAP), ROADS REHABILITATION AND MAINTENANCE (RRM) AND EMERGENCY 

'OADS: BUILDING AND SUPPORT EFFORT (BASE) -ENVIRONMENTAL. ANALYSIS, MITIGATION AND MONITORING. 

:ompliance with Agreement Terms and Applicable Laws and Regulations 

n fulfilling the review requirement to determine compliance with agreement t e r n  and applicable laws 

md regulations related to USAID programs, we as the auditor followed, at a minimum, guidance 

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

3overnmental Entities and Recipients of Governmental Financial Assistance." The auditor's report on 

:ompliance should set forth all material instances of non-compliance as findings . Nonmaterial instances of 

)on-compliance should be included in a separate management letter to the recipient and referred to in the 

.eport 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 non-compliance, the auditors 

should place their !indings in proper perspective. To give the reader a basis for judging the prevalence and 

zonsequences of these conditions, the instances identified should be related to the universe or the number of 

cases examined and be quantified in terms of US dollar value, if appropriate. In presenting material 

irregularities, illegal acts, or other non-compliance, auditors should follow the reporting standards contained 

in Chapter 5 of US. Government Auditing Standards. Auditors may provide less extensive disclosure of 

irregularities and illegal acts that are not material in either a quantitative or qualitative sense. Chapter 4 of 

U.S. Government Auditing Standards provide guidance on factors that may influence auditor's materiality 

judgments. If the auditor concludes that sufficient evidence of irregularities or illegal acts exists, they should 

contact the USAID RIG office and should exercise due professional care in pursuing indications of possible 

irregularities and illegal acts so as not to interfere with potential future investigations andlor legal 

proceedings. 

Identified the agreement terms and pcnment laws and regulatiut~ and determine which of 

those, if not observed, could have a direct and material effect on the h d  accountability 

statement. 

Determined if payments have been made in accordance with agreement terms and applicable laws 

and regulations. 

Determined if funds have been expended for purposes not authorized or not in accordance with, 

applicable agreements terms. If so, the auditor should idenw these costs as questioned in the fimd 

accountability statement. 

Identified any costs not considered appropriate, clawfylng and explaining why these costs are 

questioned. 
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I Audit of the indirect cost rates 

The auditors attempted to determine the actual indirect cost rates for the year because the recipient has 

used provisional rates to charge indirect costs to USAID. The audit of the indirect cost rates must 

include tests to determine whether the: 

a. distribution or allocation base includes all costs that benefited from indirect activities, 

b. distribution or allocation base is in compliance with the governing USAID Negotiated Indirect 

Cost Rate Agreement (NICRA), if applicable, 

c. indirect cost pool includes only costs authorized by the USAID agreements and applicable cost 

principles, 

d. indirect cost rates obtained by dividing the indirect cost pool by the base are accurately 

calculated, and 

e. costs included in this calculation reconcile to the total expenses shown in the recipient's audited 

general-purpose financial statements. 

Where indirect costs are authorized, an audit of the general purpose financial statements is needed 

to ensure that all costs have been correctly included in the indirect cost rate calculation. 

General Purpose Financial Statements 

Examined the recipient's general purpose financial statements on an organization-wide basis. The 

audit must be performed in accordance with generally accepted auditing standards of the American 

Institute of Certified Public Accountants (AICPA), auditing standards that have been prescribed by 

the laws of the country or adopted by an association of public accountants in the country, or auditing 

standards promulgated by the International Organization of Supreme Audit Institutions or International 

Auditing Practices Committee of the International Federation of Accountants. 

The objective of this audit is to express an opinion on whether those statements present fairly, in all material 

respects, the recipient's financial position at year-end, and the results of its operations and cash flow for the 

year then ended, in conformity with generally accepted accounting principles. 

I Adequate corrective action on prior audit report recommendations - taken by the recipient. 

Reviewed the status of actions taken on findings and recommendations reported in prior audits of USAID- 

funded programs. To determine whether the audit has taken timely and appropriate corrective actions. 

Auditors must report the status of uncorrected material findings and recommendations from prior audits 

that affect the financial statement audit. 



I CLOSE-OUT AUDIT OF THE USAID RESOURCES MANAGED BY IMPACTO. PROJECTOS E ESTUDOS AMBIENTAIS 

UNDER THE RURAL ACCESS PROJECT (RAP), ROADS REHABIUTATION AND MAINTENANCE (RRM) AND EMERGENCY 

ROADS: BUILDING AND SUPPORT EFFORT (BASE) - ENVIRONMENTAL ANALYSIS, MIT7GA T7ON AND MONITORING. 

FOR THE PERIODS NOVEMBER 9,1998 TO SEPTEMBER 30,2002 

I. PHC).Ii:'L't 1Ii;SC'Rf P TIC) \' :1 .XtD SCOPE 

1.4 RESULTS 

LIMITATIONS OF SCOPE 

1. Ernst & Young, Lda (Mozambique) does not have a continuing education program that 

hlly satisfies the requirements of U.S. Government Auditing Standards. 

2. Ernst & Young, Lda (Mozambique) does not have an external quality control review by an 

unaffiliated audit organization as required the U.S. Government Auditing Standards. 

3. Timesheets were not recorded by Irrrpacto; therefore we were not able to venfy time costs 

charged to USAID as personnel costs, to supporting documents. 

4. Impacto did not provide the auditors with a schedule of computation of indirect cost as set 

out in Example 63 of the Guidelines for Financial Audits contracted by Foreign 

Recipients. The information provided was not sufficient to form the basis of the indirect cost 

rate calculation. 

QUESTIONED COSTS - USD 215,580 

! 

i 1.4.2.1 INELIGIBLE COSTS - USD 161,133 
I 

In view of this being a fixed cost plus fee contract, only the actual amount paid to the personnel 

performing the services is an allowable expense. The portion of the personnel costs charged to 

USAID over and above the amount actually paid in cash to the individual consultants is 

ineligible in terms of FAR 52.2 16-7 Subpart 3 1.2. 

The quantification of the questioned costs as ineligible, was based on documents prepared by 

Impacto. On review, these documents are based on the hours charged to the project multiplied 

by the salary rate of each consultant. Particular consultants, involved in this project, also charge 

technical assistance fees to the company, but the contract budget specified personal costs and 

not consulting fees. 

Nonetheless, the total personnel cost as stated in 1.4.2 is a questioned cost. 

See Section 4.2: Finding No. 1 
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FOR THE PERIODS NOVEMBER 9, 1998 TO SEPTEMBER 30,2002 

1. PROJECT DESCRIPTION AND SCOPE 

UNSUPPORTED COSTS - Personnel - USD 5,755 

The unsupported costs were identified as payments to personnel, for which there were 

no supporting timesheets for the unit days charged to the contract. The total value 

charged amounts to USD 166,888, of which USD 161,133 has been deemed ineligible 

(see 1 A.2.l) and the balance USD5,755 as unsupported. 

See Section 4.2: Finding No. 2 

UNSUPPORTED COSTS - Overhead - USD 48,692 

In view of the following two factors the overhead costs charged to USAID are 

questioned as unsupported: 

1. We were not provided with a schedule of computation of indirect cost as set out in 

Example 63 of the Guidelines for Financial Audits contracted by Foreign 

Recipients. 

2. Neither were we provided with sufficient information regarding the client's 

allocation of costs, per the basic financial statements, as DIRECT; attributable to a 

specific project or contract of work (with exception of direct costs attributable to 

this USAID project and specific technical consulting fees) or INDIRECT; not 

attributable to a specific project or contract of work. 

See Section 4.2: Finding No. 3 

MATERIAL CONTROL WEAKNESSES 

There was a material control weakness in terms of contract management. The company's 

management did not ensire that staff were adequately tmincd to review, interpret and 

implement the clauses of the contract with USAID. This resulted in: 

a. 49% of the costs charged to USAID to-date are ineligible in terms of this contract. 

b. The fill category of personnel costs charged to USAID have been questioned. 

c. Contract clauses were not adhered to or alternative approvals obtained in respect of 

consulting qualifications and levels of effort 

There was a material control weakness over the allocation of working hours on a Project 

basis, as a result key project based controls were not implemented eg.Timesheet 

Implementation 

There was a material control weakness in respect of detecting and correcting the absence 

of cost allocations between direct and indirect costs, as defined by USAID, in the 

reportin: systr.rli+ of the cnmpny. 

See Section 3.2: Finding Nos. 1- 3 
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FOR THE PERIODS NOVEMBER 9,1998 TO SEPTEMBER 30,2002 

1. PROJECT DESCRIPTION AND SCOPE 

COMPLIANCE FINDINGS 

Personnel costs were charged on a basis higher than that paid to the consultants, this is 

in contravention of the agreement. 

Personnel costs were not supported by timesheets. 

The schedule of computation of indirect cost as set out in Example 63 of the Guidelines 

for Financial Audits contracted by Foreign Recipients was not provided for audit nor 

was data to support the computation provided by the company. 

The company did not hire a civil consultant engineer as specified in the contract. The 

forestry engineer who performed the consulting did not have a Masters degree level 

qualification and the required number of years work experience. 

Certain levels of effort assumed by type of consultant, as per the agreement, were not 

adhered to. 

See Section 4.2: Finding Nos. 1-5 

1.4.5 GENERAL PURPOSE FINANCIAL STATEMENTS 

The General Purpose Fianacial Statements were audited in order to reconcile the schedule of 

computation of indirect cost to an audited set of accounts. The following qualification was 

raised in the Audit Report: 

Qualification 

1. Expenditure amounting to MZM'000 41,378 was not recorded in the income statement for 

1999. Ac such Retained Income is overstated hy MZM'NIO 41.378. 

The Report was however not used to reconcile to the schedule of computation of indirect cost 

as no schedule was produced. 

See Section 5.1: Independent Auditor's Report on The Financial Statements of IMPACTO, 

PROJECTOS E ESTUDOS AMBIENTAIS, LDA 
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INDIRECT COST RATES 

In view of the following two factors the Auditor's Report will be a Disclaimer of 

Opinion: 

1. We were not provided with a schedule of computation of indirect cost as set out 

in Example 63 of the Guidelines for Financial Audits contracted by Foreign 

Recipients. 

Neither were we provided with sufficient information regarding the client's 

allocation of costs, per the basic financial statements, as DIRECT (with 

exception of direct costs attributable to this USAID project and specific technical 

consulting fees) or INDIRECT. 

See Section 6.1: Independent Auditor's Schedule of Computation of Indirect Cost Rate 

CORRECTIVE ACTION TAKEN ON PRIOR AUDIT REPORT 

RECOMMENDATIONS 

There were no recommendations made in prior year Audit Reports. 

The audit report for 2001 raised a qualification in the Compliance Report as follows: 

" We were unable to verify bio-data of the personnel involved in the project, and as such the 

unit costs of the direct labour. Additionally, no supporting documentation was made available 

to us in order to verify the correctness of the number of units invoiced." 

We have verified that no adequate corrective action was taken to document the unit number of 

days charged to USAID contract via use of timesheets or other recording mechanism. 

IMPACT0 - PROJECTOS E ESTUDOS AMBIENTAIS - MANAGEMENT COMMENTS 

General Comments 

About the contract 
The contract comprises parts A, B and C each with the following attTibutes (see Annex 1 

for more detailed information): 

Part A - To provide a Annual Work Plan - Impacto should provide an annual work plan updated 

on a semester basis. The plan to be produced by Impacto staff. In addition, the project 

director (i.e. the Impacto Managing Director) should dedicate sufficient time with ANE, 

MICOA and USAID to discuss, approve and report compliance of the plan. The average 

of 20 days per year should be used for this purpose 



CLOSE-OUTAUDIT OF THE USAID RESOURCES MANAGED BY IMPACTO, PROJECTOS E ESnJDOS AMBIENTAIS 
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ROADS: BUILDING AND SUPPORT EFFORT (BASE) - ENVIRONMENTAL ANALYSIS, MITIGATION AND MONITORING. 
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FOR THE PERIODS NOVEMBER 9.1998 TO SEPTEMBER 30.2002 

1. PROJECT DESCRIPTION AND SCOPE 

Part B - Environmental Assessment. Mitigation and Monitoring & Capacity Building A total of 

102 days over a four-year period (25.5 days per year) were allocated for this component. 

Part B was carried out by four staff members, including the Managing Director. 

Part C - Short Term TIA. A total of 220 person days over four years were allocated for this 

component (55 days per year). Part C comprises technical support for PVOs (e.g. World 

Vision) that were involved in the rehabilitation of tertiary roads and in the 

environmental evaluation and monitoring of contractor's activities for 

primarylsecondary road rehabilitation/construction viz., the Gorongosa-Caia, Inchope- 

Gorongosa and Caia-Sena roads. In addition, on an annual basis ANE drew up a list of 

roads for environmental monitoring that were being rehabilitated with USAID funds. 

This list was forwarded to USAID. Based on the comments from USAID a plan was 

formulated for this work and the environmental monitoring was carried out. 

Modification to the Scope of Work 

The Scope of Work covered the contract USAID RAP No 656-00-98-00066 was 

modified in 2000 to include roads covered under the BASE Project in addition the roads 

covered under the RAP Project. 

b) Evaluation of the Technical Performance 

The three components as well as the evaluation of roads covered by the BASE Project 

were carried out successfully and to the highest professional standards as recognized by 

USAID, ANE and MICOA (see technical reports). Importantly, through work carried 

out under this contract ANE, today, possesses a fully functional social affairs and 

environmental unit, with clear procedures for ensuring that environmental considerations 

are fully incorporated into all phases of road rehabilitation. 

c) Amendment to the contract 

Beside the additions to the Scope of Work two amendments to the contract were made. 

The first amendment related to the inclusion of the sum of US$56,000.00 (fifty-six 

thousand US Dollars) to cover VAT as recommended by the independent auditor. The 

second amendment specifylug a sum of US$ 78,734.78 was the revised figure of the 

overhead rates as determined by the independent auditors in consecutive audits. This 

revised overhead rate was subnutted to, and approved, by LAAID. 
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FOR THE PERIODS NOVEMBER 9. 1998 TO SEPTEMBER 30,2002 

1. PROJECT DESCRIPTION AND SCOPE 

Time Sheets 

Impacto possesses control regarding the time inputs of each staff member on a daily 

basis (and not the number of hours). Annex 2. 

Computation of Independent Costs 

The accounting of Impact is made on the basis of a General Accounts Plan (PGC) in 

accordance with the norms and regulations of the Mozambican Ministry of Finances. As 

such the accounting register is based on fixed and variable costs rather than direct and 

indirect costs. Annex 3. 

The second amendment (number 11, modification of B5) considers as final the overhead 

rates obtained for 1999.2000 and 2001. Annex 4 

Payments to personnel (rates) 

Impacto used the billing rates based on budgets submitted to USAID and not on the 

internal salary structures. The billing rates are those laid out in the detailed breakdown 

of the budget (Annex 1). 

This contract was awarded directly to Impacto and not through a tender process. The 

award was based on the technical performance demonstrated by Impacto with regards to 

the first Environment Asstssment of the road altemativcs for the Gorongma-Caia Road 

carried out a behalf of USAID in 1996. USAID, recognizing the need to incorporate 

environmental considerations in the USAID funded RAP program approached Impacto 

to provide services in recognition of the proven technical ability of the company. 

Following this approach from USAID, Impacto was presented with a Scope of Work 

drawn up by USAID and was invited to submit a financial proposal for the Scope of 

Work. The contract negotiations were carried out over a three-month period. In one of 

the preliminary budgets submitted in 06/08/1998 the fees varied between US345 for 

the lowest rates and US$390 for the highest rates. Sixty (60) person days at US$345 per 

day were allocated to Part C of the contract for Year 1. 



I W D E R  THE RURAL ACCESS PROJECT (RAP), ROADS REHABILJTAnON AND MAINTENANCE (RRM) AND EMERGENCY 

ROADS: BUILDING AND SUPPORTEFFORT(BASE) - ENVIRONMENTAL ANALYSIS, MITIGATION AND MONITORING. 

I .  PROJECT DESCRIPTION AND SCOPE 

Following negotiations (in November 1998) these rates were re-adjusted down-wards to 

US$231 per day for the lowest rates and US263 per day for the highest rates. The 

number of working days for Year 1, Part C remained at 60 person days but at the 

reduced r a t e  of U S 2 3  1 p2r day. (Annex 1). 

It was on this basis that Irnpacto proceeded with invoicing, assuming that the values laid 

out in the detailed budget table were those agreed to by both parties. Impacto recognizes 

that the internal capacity to interpret and manage a complex contract of this nature was 

lacking during the implementation period. 

Technical Staff used in the project 

One of the main objectives of the contract (Part C) was to ensure the incorporation of 

environmental considerations into road projects financed by USAID. In view of the 

emphasis an environmental impacts and identification of' appropriate mitigating 

measures, the most appropriate staff were selected for specific tasks in order to achieve 

this overall objective. This required the inputs of environmental scientists rather than 

road engineers per se. In this way Impacto, in coordination with ANE and USAID, 

guaranteed that this objective was fully achieved with the level of quality demanded by 

USAID. The technical staff involved in this project were highly commended by the 

agencies involved. 

Overall 

This project was audited by the Deloitte & Touche in 1999 and 2001 and by BDO in 

2000. These financial audits did not draw attention to any of the issues currently raised 

by the final audit (two years after the conclusion of the project). The audit reports 

produced by Deloitte & Touche were evaluated and accepted by RIG (Annex 5) as per 

correspondence of 2nd April 2001 and 2nd September 2001. 
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2. AUDITOR'S REPORT ON T l l E  FC-.VP ..1CCOL~YT.-lRILITl'S7;! TE:lit'.VT 

Impacto - Projectos e Estudos Ambientais 

Av. dos Martires da Machava, 968 

Maputo, Mozambique 

We have audited the Funds Accountability Statement of the USAID Resources Managed by IMPACT0 - 
PROJECTOS E ESTUDOS AMBIENTAIS Project No. 656-C-00-98-00066-00 for the period November 

9, 1998 to September 30, 2002. The fund accountability statement is the responsibility of Impacto - 
Projectos e Estudos Ambientais' management. Our responsibility is to express an opinion on the fund 

accountability statement based on our audit. Our audit was performed to meet the specific objectives set out 

in Section 1.3 of this report. 

Except as discussed in the following paragraphs, we conducted our audit of the fund accountability statement 

in accordance with U.S. Government Auditing Standards issued by the Comptroller General of the United 

States. Those standards require that we plan and perform the review to obtain reasonable assurance about 

whether the fund accountability statement is free of material misstatement. A review includes examining, on 

a test basis, evidence supporting the amounts and disclosures in the fund accountability statement. A review 

also includes assessing the accounting principles used and significant estimates made by management, as well 

as evaluating the overall financial statement presentation. We believe that our review provides a reasonable 

basis for our opinion. 

We do not have a continuing education program that fully satisfies the requirement set forth in 

Chapter 3, p s ra~aph  3.6 nf U.S. Governmrnt Aditing Stnndcrh. HOIVCWT, 011~ cmrnt  pmgrarn 

provides for at least 160 hours of continuing education and training every two years. We are taking 

appropriate steps to implement a continuing education program that fully satisfies the requirement. 

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

Chapter 3, paragraph 3.33 of U.S. Government Auditing Standards, since no such program is offered 

by professional organizations in Mozambique. We believe that the effects of this departure from US.  

Government Auditing Standards is not material because we participate in the Ernst & Young Global 

worldwide internal quality 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. 
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2. AUDITOR'S REPORT ON THE FUND ACCOUNTABILITY STATEMENT 

The results of our tests disclosed the following material questioned costs as detailed in the Fund 

Accountability Statement: 

3. Ineligible costs were charged to the contract to the value of USD161,133 (See note 2.2.3). 

4. Unsupported costs were charged to the contract to the value of USD54,447 (See note 2.2.3). 

In our opinion, except for the matters discussed in the preceding paragraphs, the fund accountability 

statement presents fairly in all aspects, the revenue, costs incurred and reimbursed by USAID for the 

period November 9, 1998 to September 30, 2002, in accordance with the terms of the agreements and in 

conformity with the basis of accounting described in Note 2.2.1. 

In accordance with US. Government Auditing Standards, we have also issued our reports dated July 19, 

2004, on our consideration of Impacto - Projectos e Estudos Ambientais' internal control over financial 

reporting (Section 3) and our tests of its compliance with certain provisions of laws and regulations (Section 

4). Those reports are an integral part of an audit performed in accordance with US .  Government Auditing 

Standards and should be read in conjunction with this Independent Auditor's Report in considering the 

results of our audit. 

This report is intended for the information of IMPACT0 - PROJECTOS E ESTUDOS 

AMBIENTAIS and the U.S. Agency for International Development (USAID). However, upon 

release by USAID, this report is a matter of public record and its distribution is not limited. 
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2. AUDITOR 'S REPORT ON THE FUND ACCOUNTABILITY STATEMENT 

2.2 FUND ACCOUNTABILITY STATEMENT 

OUESTIONED COSTS 

Income 
Net reimbursement of costs to 
Irnpacto - Projectos e Estudos 
Ambientais from USAID Contract 
NI 05 b-I'-OO-98-OOO66-OO 

I' 11  

Fund Balance 

Tntnl Questioned Costs 

BUDGET 
USD 

ACTUAL INELIGIBLE UNSUPPORTED NOTES 
USD USD USD 
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BUILDING AND SUPPORT EFFOR T (BASE) - ENVIRONMENTAL ANALYSIS, MITIGATION AND MONITORNG. 

FOR THE PFWUDS N 0 t : E M M R  Y.19W7D SPTEilbBER 30.2002 

2. AUDITOR'S REPORT ON THE FUND ACCOUNTABILITY STATEMENT 

NOTES TO THE FUND ACCOUNTABILITY STATEMENT 

2.2.1 SIGNIFICANT ACCOUNTING POLICIES 

General 

The fund accountability statement was prepared on the cash basis. In accordance with this 

principal, receipts are only accounted for when received and expenses when paid for. 

Equipment and supplies 

Purchases of equipment are recorded as current expenditure in the fund accountability 

statement in the period in which they arise. 

Currency 

The fund accountability statement is presented in USD. All expenses in Meticais were 

converted and registered in USD, at the exchange rate applicable on the transaction date. The 

foreign exchange gains and losses are reflected on the company financial statements. The 

average rates over the period were - from November 1998-1999:lUSD-12,786MZM; 2000:l 

USD-15,468; 2001: 1 USD-20,785; to September 2002: 1USD-23,747MZM. 

The detailed movement for each period can be referred to in Appendix A. 
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FOR THE PERIODS NOVEMBER 9, 1998 TO SEPTEMBER 30.2002 

2. AUDITOR'S REPORT ON THE FUND ACCOUNTABILITY STATEMENT 

INVOICES SUBMITTED AND FUNDS RECEIVED FROM USAID 

Travel 
& 

Reference Personnel Accom. Supplies ODC Overhead Fee VAT Total 

USD USD USD USD USD USD USD USD 

nvoice 9Bl05199 4,129 1,292 2,329 3,593 1,928 13,271 

invoice 30A/10/99 

invoice 15A/05/00 

invoice 15B/05/00 

10 invoice 1 OA/05/2002 t 3,447 878 

I 1 f invoice 1 1' invoice 

2.2.3 QUESTIONED COSTS 

31.12.1999 31.12.2000 31 .12.2001 30.4.2002 

USD USD USD USD 

Total - 
USD 

Value of ineligible personnel costs 

Value of unsupported personnel costs 

Value of unsupported overhead costs 
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3. AUDITOR'S REPORT ON THE INTERNAL CONTROL STRUCTURE 

3.1 lndewndent Auditor's Rermrt on the Internal Control Structure 

Impacto - Projectos e Estudos Ambientais 

Av. dos Martires da Machava, 968 

Maputo, Mozambique 

We have audited the FUND ACCOUNTABILITY STATEMENT of IMPACT0 - PROJECTOS E ESTUDOS 

AMBIENTAIS, LDA (section 2.2) as of and for the period November 9, 1998 to September 30, 2002, and 

have issued our report on it dated July 19,2004. Our audit was performed to meet the specific objectives set 

out in Section 1.3 of this report. 

Except for not having a fully satisfactory continuing education program andlor not conducting an external 

quality control review by an unaffiliated audit organization (as described in our report on the fund 

accountability statement), we conducted our audit in accordance with U S .  Government Auditing Standards 

issued by the Comptroller General of the United States. Those standards require that we plan and perform the 

audit to obtain reasonable assurance about whether the fund accountability statement is free of material 

misstatement. 

The management of Impacto - Projectos e Estudos Ambientais is responsible for establishing and 

maintaining an internal control structure. In filfilling this responsibility, estimates and judgments by 

management are required to assess the expected benefits and related costs of internal control structure 

policies and procedures. The objectives of an internal control structure are to provide management with 

reasonable, but not absolute, assurance that the assets are safeguarded against loss fiom unauthorized use 

or disposition; transactions are executed in accordance with management's authorization and in 

accordance with the terms of the agreements; and transactions are recorded properly to permit the 

preparation of the fund accountability statement in conformity with the basis of accounting described in Note 

2.2.1 to the fund accountability statement. Because of inherent limitations in internal control, errors or b u d  

may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future 

periods is subject to the risk that procedures may become inadequate because of changes in conditions or that 

the effectiveness of the design and operation of policies and procedures may deteriorate. 
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3. AUDITOR'S REPORT ON THE INTERNAL CONTROL STRUCTURE 

In planning and performing our audit procedures of the f h d  accountability statement of the USAID 

Resources Managed by IMPACTO - PROJECTOS E ESTUDOS AMBIENTAIS Project No. 656-C-00- 

98-00066-00 for the period November 9, 1998 to September 30, 2002, we obtained an understanding of 

internal control. With respect to internal control, we obtained an understanding of the design of relevant 

policies and procedures and whether they have been placed in operation, and we assessed control risk in 

order to determine our auditing procedures for the purpose of expressing our opinion on the fund 

accountability statement and not to provide an opinion on internal control. Accordingly, we do not express 

such an opinion. 

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

reportable conditions under standards established by the American Institute of Public Accountants 

(AICPA). Reportable conditions involve matters coming to our attention relating to significant 

deficiencies in the design or operation of the internal control structure that, in our judgment, could 

adversely affect the recipient's ability to record, process, summarize, and report financial data consistent 

with the assertions of management in the fund accountability statement. 

See findings section 3.2: 

1. Contract management: the company's management did not ensure that staff were adequately 

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

2. Timesheet implementation: the company did not institute a key project based control, allocation of 

working hours on a project basis, into its recording procedures. 

3. Recording of Costs as direct and indirect: control systems were inadequate in detecting and 

correcting the absence of cost allocations between direct and indirect costs, as defined by USAID, 

in the reporting systems of the company. 

A material weakness is a reportable condition in which the design or operation of one or more of the internal 

control elements does not reduce to a relatively low level the risk that errors or fraud in amounts that would 

be material in relation to the fund accountability statement may occur and not be detected within a timely 

period by employees in the normal course of performing their assigned functions. 
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Our consideration of internal control would not necessarily disclose all matters in internal control that might 

be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are 

also considered to be material weaknesses as defined above. However, all the reportable conditions stated 

above were also material weaknesses as defined above. These conditions were considered in determining the 

nature, timing, and extent of the procedures to be performed in our audit of the fund accountability statement 

of the USAID Resources Managed by IMPACT0 - PROJECTOS E ESTUDOS AMBIENTAIS Project No. 

656-C-00-98-00066-00 for the period November 9, 1998 to September 30,2002. 

This report is intended for the information of Irnpacto - Projectos e Estudos Arnbientais, Lda and 

the U.S. Agency for International Development (USAID). However, upon release by USAID, this 

report is a matter of public record and its distribution is not limited. 
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3. AUDITOR'S REPORT ON THE ZA\'TERR.l'.8 L N 3 . V  .rHoL STR L 'CTL 'KE -- 

FINDINGS & RECOMMENDATIONS 

The control environment reflects the overall attitude, awareness and actions of management. The 

accounting system consists of methods and records established to identify, assemble, analyze, classify, 

record and report transactions. Control procedures are those policies and procedures in addition to the 

control environment and accounting system that management has established to safeguard the 

Organization's resources. 

Our review of the internal control structure was directed towards those significant policies and 

procedures, which relate to the nature of project funding arrangements. 

Findine No. 1 - C'ont ract \ I  aaa~ement  was inadeauatc, no corltrols rrcrr uut in d a c e  

which Icd to a cumr~Iinncr fhdinn in rcsptct of this USAID ~roiect  

Criteria 

In terms of GAOIAIMD-00-21.3.1 Standards for Internal Control and OMB Cricular A-123, 

Management Accountability and Control, Standards for Internal Control provide an overall framework 

for establishing and maintaining internal control, as well as assessing and reporting on control. 

Condition 

The overall control environment is the responsibility of management. The company's management did 

not ensure that staff were adequately trained to review, interpret and implement the clauses of the 

contract with USAID. 

Cause 

This was an oversight on the part of management. Management did not employ controls in their 

project management and risk management procedures to ensure compliance with project terms. 

Effect 

This resulted in: 

a. 49% of the costs charged to USAID to-date are ineligible in terms of this contract. 

b. The full category of personnel costs charged to USAID have been questioned. 

c. Contract clauses were not adhered to or alternative approvals obtained in respect of 

consulting qualifications and levels of effort. 
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Recommendation No. 1 

A project and risk management procedure needs to be implemented at the start of each project 

contracted for. This should involve the admin/finance/accounting rnanager(s) who should ensure that 

the recording and other mechanisms be put in place in order to comply with the requirements set out in 

the contract. This will ensure the eligibility of the charges made and the establishment of an adequate 

audit trail in respect of appropriate documentation. 

Management Comments No. 1 

All of Impacto's accounting is organized in accordance with a General Accounts Plan (PGC), as well 

as a Procedures Manual for internal control so that these were in conformity with existing standards. It 

should be noted that the control of this project was based on regulations that were being applied within 

the company and that these regulations are in accordance with normal standards for a company the size 

of Impacto. No budget for the contracting of a specialist familiar with USAID regulations was 

available. In addition experienced accountants familiar with USAID requirements are not available in 

locally. 

Finding No. 2 - Rwordhw IB not verfamed an a proPect basis. as a result kev ~roiect  

based controls were not imlllemented ee.TImesheet Imalementation 

Criteria 

In terms of GAOJAIMD-00-21.3.1 Standards for Internal Control and OMB Cricular A-123, 

Management Accountability and Control, Standards for Internal Control provide an overall framework 

for establishing and maintaining internal control, as well as assessing and reporting on control. 

This procedure should be performed at a minimum: 

Weekly or daily records of hours spent per Project should be recorded. The timesheets should be 

approved by a senior staff member or by the person responsible for the Project. 

Condition 

No timesheets were used to control unit days charged to the USAID contract No. 656-C-00-98-00066- 

00 during the period November 9,1998 to September 30,2002. because the company did not institute 

allocauon of working hours on a Project basis into its recording procedures. 
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-1. .-I I IJ I~ ‘OH'S REPORT 0 2 '  THE I\'TER:V:IL CO:VTROI, STN(!C‘TL!RE 
- - .. 

Cause 

Although the Company performs work on a Project basis, they do not employ project management 

tools, such as timesheets on a per Project basis. 

Effect 

As a result of the weaknesses we are unable to verify the reasonableness of the personnel costs charged 

to the contract amounting to USD 166,888. This lack of control has caused a compliance issue in 

terms of the USAID contract. 

Recommendation No. 2 

The company should prepare timesheets as a mechanism to control hours chanrged to each of its 

projects, per USAID guidelines this is mandatory to justify the unit days charged to the contract. This 

recording should be instituted as a way of controlling productivity and chargeability on each project. 

Each timesheet should be reviewed by a manager on a weekly/monthly basis to ensure that the time 

charged on each project is commensurate with the work performed. 

Management Comments No. 2 

During the contract period Impacto consultant's time was controlled by completing time sheets based 

on working days. Impacto was not instructed to prepare time sheets based on the number of working 

hours dedicated to a task. This record was used by Impacto for invoicing the number of working days. 

This system was adhered for this contract and independent audits carried out during implementation 

never drew attention of the need to change the system. 

The number days allocated and invoiced was based upon: 

a) The annual work plan formulated by Impacto and approved by USAID for each year of the 

contract . 

b) Field studies (environmental monitoring) of road projects financed by USAID. These studies 

were often accompanied by staff of USAID andlor ANE (the latter as part of on-the-job 

training). These activities involved costs related travel, per diems and the production of reports. 

Training programs for ANE staff in accordance with approved work plans; these also incurred 

expenses for their implementation . 
Reports of the field studies that were submitted to USAID and ANE for approval. 

During this consultancy this was the only contract with USAID 

A list of culltracts with othcr dollor agcucies ful- thc ~ n c  ycriod has bccu provided from which it ca;l 

be confirmed that duplicate invoicing did not occur during the contract period with USAID. 



CLOSE-OUTAUDIT OF THE USAID RESOURCES MANAGED BYIMPACTO. PROJECTOS' E ESWDOS AMBIENTAIS 

UNDER THE RURAL ACCESS PROJECT (RAP), ROADS REHABILITAl7ON AND MAINTENANCE (RRM) AND EMERGENCY ROADS: 

BUILDING AND SUPPORT EFFORT (BASE) -ENVIRONMENTAL ANALYSIS, MIUGATTON AND MONITORING. 

FOR THE PERIODS NOVEMBER 9,1998 TO SEPTEMBER 30,2002 

Fin- No. 3 - Recordinv of Corn Lsdirect nnd in&& was not ~ e r f o r m e d  a n d  the  

svstem of control did not detect o r  correct  this  error.  

Criteria 

In terms of GAOIAIMD-00-21.3.1 Standards for Internal Control and OMB Cricular A-123, 

Management Accountability and Control, Standards for Internal Control provide an overall framework 

for establishing and maintaining internal control, as well as assessing and reporting on control. 

Condition 

Control systems were inadequate in detecting and correcting the absence of cost allocations between 

direct and indirect costs in the reporting systems of the company, as defined in Subpart 3 1.2- Contracts 

with Commercial Organizations 3 1.202 Direct costs and 3 1.203 Indirect costs. 

Cause 

Management has not established appropriate systems of internal control to deal with the sophistication 

of requirements of this USAID Contract. 

Effect 

The client was unable to produce a Schedule of Indirect Cost Computation as aresult of not recording 

the appropriate data during the life cycle of the project. As a result the Auditors have dwlairned an 

Opinion on the Schedule of Indirect Cost Computation which puts into question the 111 overhead costs 

charged to date on the project as well as the establishment of a final overhead cost rate. 

Recommendation No. 3 

Management should study the guidelines and institue this methodology for all USAID projects. 

Controls over projeclcontract management as noted in Finding No. 1 - Contract Management was 

inadeauate should be instituted in the organisation as a whole. It is Management's corporate 

responsibility to ensure adequate Corporate Governance. 

Management Comments No. 3 

As mentioned above Impact has in place an accounting system based on a General Accounting Plan 

organized in fixed and variable costs (and not in direct and indirect costs). 

In 1998 it would have been extremely difficult, if not impossible, to identify a Mozambican with 

experience of the USAID accountinf system which require sophisticated accounting skills as noted by 

the Final Audit and, in addition, no budget was allocated for contracting of a specialist for this task. 
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4. - - AUDITOR'S REPORT - .  ON COMPLIANCE 

4.1 Independent Auditor's Report on Compliance 

Impacto - Projectos e Estudos Ambientais 

Av. dos Martires da Machava, 968 

Maputo, Mozambique 

We have audited the FUND ACCOUNTABILITY STATEMENT of IMPACTO - PROJECTOS E ESTUDOS 

AMBIENTAIS, LDA (section 2.2) as of and for the period November 9, 1998 to September 30, 2002, and 

have issued our report on it dated July 19, 2004. Our audit was performed to meet the specific objectives set 

out in Section 1.3 of this report. 

Except for not having a fully satisfactory continuing education program andlor not conducting an external 

quality control review by an unaffiliated audit organization (as described in our report on the fund 

accountability statement), we conducted our audit in accordance with US. Government Auditing Standards 

issued by the Comptroller General of the United States. Those standards require that we plan and perform the 

audit to obtain reasonable assurance about whether the fund accountability statement is free of material 

misstatement resulting from violations of agreement terms and laws and regulations that have a direct and 

material effect on the determination of the fund accountability statement amounts. 

Compliance with agreement terms and laws and regulations applicable to Impacto - Projectos e Estudos 

Ambientais, Lda is the responsibility of Impacto - Projectos e Estudos Ambientais, Lda's management. As 

part of obtaining reasonable assurance about whether the fund accountability statement is free of material 

misstatement, we performed tests of Impacto - Projectos e Estudos Ambientais, Lda's compliance with certain 

pmrislnns nf 3 z ~ r r n ~ n t  tcms and 1 m s  and rcplatinnr.. I Inwwr,  our nhjccti~c \ws not to prmidc an 

opinion on overall compliance with such provisions. Accordingly, we do not express such an opinion. 

Material instances of non-compliance are failures to follow requirements or violations of agreement terms 

and laws and regulations that cause us to conclude that the aggregation of misstatements resulting from those 

failures or violations is material to the fund accountability statement. The results of our compliance tests 

disclosed the following material instances of non-compliance, the effects of which are shown as questioned 

COStS in the FUND ACCOUNTABILITY STATEMENT - IMPACTO - PROJECTOS E ESTUDOS AMBIENTAIS, LDA. 
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UNDER W E  RURAL ACCESS PROJECT (RAP), ROADS REHABINATION AND MAINTENANCE (RRM) AND EMERGENCY ROADS: 

BUILDING AND SUPPORT EFFORT (BASE) - ENVIRONMENTAL ANALYSIS, MITIGAnON AND MONITORING. 

FOR THE PERIODS NOVEMBER 9, 1998 TO SEPTEMBER 30,2002 

I AUDITOR'S REPORT ON COMPLIANCE 

See findings section 4.2: 

1. Personnel costs were charged on a basis higher than that paid to the consultants, this is in 

contravention of the agreement. 

2. As a result of personnel costs not being supported by timesheet recording, we were unable to 

conclude on the reasonableness of unit days charged to the contract and therefore on the 

reasonableness of personnel costs amounting to USD 166,888. 

3. The schedule of computation of indirect cost as set out in Example 63 of the Guidelines for 

Financial Audits contracted by Foreign Recipients was not provided for audit nor was data to 

support the computation provided by the company. 

4. The company did not hire a civil consultant engineer as specified in the contract. The forestry 

engineer who performed the consulting did not have a Masters degree level qualification and 

the required number of years work experience. 

Certain levels of effort assumed by type of consultant, as per the agreement, were not adhered 

to. 

We considered these material instances of non-compliance in forming our opinion on whether the FUND 

ACCOUNTABILITY STATEMENT - IMPACT0 - PROJECTOS E ESTUDOS AMBIENTAIS is presented fairly, in all 

material respects, in accordance with the terms of the agreements and in conformity with the basis of 

accounting described in Note 2.2.1 to the Fund Accountability Statement, and this report does not affect our 

report on the fund accountability statement dated July 19,2004. 

This report is intended for the information of Impacto - Projectos e Estudos Ambientais and the U.S. Agency 

for International Development (USAID). However, upon release USAID, this report is a matter of public 

. record and its distribution is not limited. 
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BUILDING AND SUPPORT EFFORT (BASE) - ENVIRONMENTAL ANALYSIS, MITIGATION AND MONITORING. 
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4. AUDITOR'S REPORT ON COMPLIANCE 

4.2 FINDINGS & RECOMMENDATIONS 

Finding No. 1 - Ineliaible PersonneI Costs cbarped to USAID 

Criteria 

In terms of FAR 52.216-7 Allowable Cost & Payment, (b) Reimbursing costs. (1) For the purpose of 

reimbursing allowable costs.. .the term "costs" includes only- (i) Those recorded costs that, at the time 

of the request for the reimbursement, the Contractor has paid by cash, check, or other form of payment 

for items or services purchased directly for the contract. 

And in terms of subpart 3 1.2 entitled 'Contracts with Commercial Organizations' 31.201-2 

Determining allowability, d) A contractor is responsible for accounting for costs appropriately and 

maintaining records, including supporting documentation, adequate to demonstrate that costs claimed 

have been incurred, are allocable to the contract, and comply with applicable cost principles in this 

subpart and agency supplements. 

Condition 

The rates for unit days were invoiced to USAID based on the rate estimated in the contract. This rate 

was however not paid per the payroll to the individual consultants. 

Cause - 
The company applied the rate for personnel remuneration per the contract but this was not supported 

directly by the payroll costs. The company has a dual payment mechanism for certain consultants, a 

monthly retainerlpayroll salary and acceptance of invoicing from the individual consultants for specific 

consulting work performed on a per project basis. 

Effect - 
In view of thls being a futed cost plus fee contract, only the actual amount paid to the personnel 

performing the services is an allowable expense. The portion of the personnel costs charged to USAID 

over and above the amount actually paid in cash to the individual consultants is ineligible in terms of 

FAR 52.216-7 and Subpart 3 1.2. 

The quantification of the questioned costs as ineligible, was based on documents prepared by Impacto. 

On review, these documents are based on the hours charged to the project multiplied by the salary rate 

of each consultant. Particular consultants, involved in this project, also charge technical assistance fees 

to the company, but the contract budget specified persona1 costs and not consulting fees. 



UiVDER THE RURAL ACCESS PROJECT (RAP), ROADS REHABILKATION AND MAINTENANCE (RRM) AND EMERGENCY ROADS: 

BUILDING AND SUPPORTEFFORT (BASE) - ENVIRONMENTAL ANALYSIS, MmGATION AND MONITORING. 

FOR THE PERIODS NOVEMBER 9.1998 TO SEPTEMBER 30.2002 

I * AUDITOR'S REPORT ON COMPLIANCE 

Recommendation No. 1 

The USAID contracting officer should issue a collection order for the amount of USD161,133, unless 

both of the following points are met: 

a. justify that a higher rate was actually paid to the consultants via the technical assistance fees 

invoices 

Obtain approval retrospectively to allocate part of the budget from personnel costs to technical 

consulting fees. 

Should points a. and b. be met the amount, justified and approved for reallocation, would still be 

unsupported in terms of the Criteria noted in Finding No. 2 -Lack of timesheets below. 

Mana~ement Comments No. 1 

The initial contract with USAID in accordance with clause B.3, page 3, establishes a sum of 

US$316,000.00 of which US$287,385.00 are estimated costs and US$28,739.00 are fees. These 

values reflect the revised (lower) billing rates that were reduced during contract negotiations . These 

reduced billing rates are shown in the detailed breakdown of the budget and were strictly adhered to by 

Impacto. These billing rates are in accordance with local market rates. During negotiations we were 

not aware of the complexity of contract requirements and consequently invoicing was made on the 

basis of the billing rates that we considered to be part of the contract. Therefore invoicing was carried 

out at these rates as is normal procedure with other clients. 



UNDER THE RURAL ACCESS PROJECT (RAP). ROADS REHABILITATlON AND MAINTENANCE (RRM) AND EMERGENCY ROADS: 

4. AUDITOR'S REPORT ON COMPLIANCE 

Finding No. 2 - Lack of timesheets 

Criteria 

In terms of FAR 52.216-7 Allowable Cost & Payment, subpart 3 1.2 entitled 'Contracts with Commercial 

Or~anizations' 31.201-2 Determining allowability, d) A contractor is responsible for accounting for costs 

appropriately and maintaining records, including supporting documentation, adequate to demonstrate that 

costs claimed have been incurred, are allocable to the contract, and comply with applicable cost principles 

in this subpart and agency supplements. 

Condition 

No timesheets were used to record unit days charged to USAID contract No. 656-C-00-98-00066-00 

during the period November 9,1998 to September 30,2002. 

Cause - 
Although the Company works on a Project basis, they do not employ project management tools, such as 

timesheets per Project. 

Effect - 
An amount of USD 166,888 could not be supported by adequate documentation. USD 161,133 has been 

deemed ineligible noted in Finding No. 1 - Ineligible Personnel Costs charged to USAID above and 

the balance USD5,755 as unsupported. 

We were able to perform procedures to verify the salaries paid to staff, but not the allocation of time spent 

on this project. 

Recommendation No. 2 

The USAID contracting officer should consider the questioned costs and if ineligible, issue a collection 

order. 

Management Comments No. 2 

Impacto employs a time control system for staff members based working days. This record, maintained by 

Impacto, was used to invoice the number working days. This system was adhered during the present 

contract and the earlier audits never alerted Impacto for the necessity to change the system. 

During this contract there was no duplicate invoicing. This was the only contract with USAID. 
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UNDER THE RURAL ACCESS PROJECT (RAP), ROADS REHABINAT7ON AND MAINTENANCE (RRM) AND EMERGENCY ROADS: 

BUILDING AND SUPPORT EFFORT (BASE) - ENVIRONMENTAL ANALYSIS, MIXGATION AND MONITORING. 

FOR WE PERlODS N#Y#fEER 9,19P% 1.a SPXWWB ER 30,2002 

4. AUDITOR'S REPORT ON COMPLIANCE 

Flndinp No. 3 -Indirect Cost Commtadon 

Criteria 

In terms of Subpart 31.2 - Contracts with Commercial Organizations the following sections provide 

information regarding the computation /allocation of Direct costs (3 1.202 ) and Indirect costs (3 1.203). 

Condition 

No cost allocations between direct and indirect costs in the reporting systems of the company were 

recorded 

Cause 

The company did not institute adequate internal control to ensure responsible staff were aware of the 

requirements of the Contract. As a result for the full duration of the project the appropriate records were 

not kept. 

Effect 

1. We were not provided with a schedule of computation of indirect cost as set out in Example 63 

of the Guidelines for Financial Audits contracted by Foreign Recipients. 

2. Neither were we provided with sufficient information regarding the client's allocation of all 

costs, per the basic financial statements, as DIRECT (attributable to a specific project or 

contract of work, with exception of direct costs attributable to this USAID project and specific 

technical consulting fees paid) or INDIRECT. 

Recommendation No. 3 

The USAID contracting officer needs to assess in light of the above, the possibility for a method of 

computation. If no solution can be found, the contracting officer should consider the questioned costs and 

if ineligible, issue a collection order for the amount invoiced and disallow the balance of the amount 

budgeted for. 

Management Comments No. 3 

As referred to above the initial contract with USAID in accordance with Clause B.3, page 3, established a 

value of US$3 16,124.00 of which US$287,385.00 are estimated costs and US$28,739.00 are fees. 

Annex 3 provides the tables submitted (August 1998) that were utilized to estimate the provisional 

overhead costs - Clause B5, page 4. 



CLOSE-OUTAUDIT OF THE USAID RESOURCES MANAGED BYIMPACTO. PROJECTOS E ESlTJDOS AMBIENTAIS 

UNDER THE RURAL ACCESS PROJECT (RAP), ROADS REHABILITATION AND MAINTENANCE (w AND EMERGENCY ROADS: 

BUILDING AND SUPPORT EFFORT (BASE) - ENVIRONMENTAL ANALYSIS, MLVGATIONAND MONITORING. 

FOR THE PERIODS NOVEMBER 9.1998 TO SEPTEMBER 30,2002 

4. AUDITOR'S REPORT ON COMPLIANCE 

The alteration of the overhead rates was determined by the auditing firms Deloitte & Touche and BDO and 

Amendment number 2, of 25 March 2003, considers as final the overhead rates determined by the findings 

of successive audits carried out by Deloitte & Touche and DBO (Number 11, Modification of B5). 

In accordance with Amendment 2, only the overhead for the period January 2002 to October 2002 are 

considered provisional and subject to adjustment (Annex 4) 

Impacto, up to September 2002 (the contractual date for closure of the project) invoiced US$48,307.35 as 

overheads as envisaged in the contract. The increased value of the overheads determined a result the 

audits of 1999, 2002 and 2001 and the provisional rates of the 2002 audit were not claimed. These 

increased rates are considered to be the final rates (Amendment 2). 

In 2003, following the extension of the contract and having been allocated an additional sum for 

overheads, the invoice 12A/09/2003 to the value of US$78,734.78 was submitted on request from USAID 

(in a meeting) in compliance with the audit findings. 

The invoice 12A/09/2003 has not been paid. 



CLOSE-OUTAUDIT OF THE USAID RESOURCES MhXOED BYMACt17,  PRLUli- E M I B W A I S  

UNDER THE RURAL ACCESS PROJECT (RAP). ROADS REHABILITATION AND MAINTENANCE (RRM) AND EMERGENCY ROADS: 

BUILDING AND SUPPORT EFFORT (BASE) - ENVIRONMENTAL ANALYSIS, MITIGATION AND MONITORING. 

FOR THE PERIODS NOVEMBER 9, I998 TO SEPTEMBER 30,2002 

Finding No. 4 - Hiring of a foresW eanlnewhm r~nsdtnqt the without the academic nud 

emerleace aualfficatlons instead of a CM engineer. as envisaged in the contract 

Criteria 

In terms of the contract USAID (RAP) no 656-C-00-98-00066-00, section IV-Expertise required and 

position, categories Task 111 C "A civil engineer should be hlred, who should bear a masters level degree 

equivalent or higher with ten years experience". 

Condition 

The consultant who performed the work was a forestry engineer and was not adequately qualified in terms of 

work experience and academic requirements. 

Cawe 

Internal Impacto consultants were utilised in this Project and there was no employee who met the above 

criteria. 

Effect 

Contractual objectives may not be adequately met if people with inadequate qualifications are utilized. 

The amount charged to USAID for the consultant utilised is included in the amount noted as questioned costs 

per the Funds Accountability Statement (note 2.2). 

Recommendation No. 4 

Cantract clauses should bt adbered to. Approval for the allocation of comdtaats with qualifications 

differing to those anticipated in the contract should be requested in advance of the services being 

performed by the replacement consultant. The USAID contracting officer should consider, in light of the 

qualifications and experience being different to the standard anticipated by the contract, whether the 

contract objectives were met. 

Management Comments No. 4 

The objective of the contract was to ensure that USAID-financed road projects (tertiary road rehabilitation 

by PVOs and primary roads by contractors) did not result in serious environmental damage. 

At the same time, USAID sought to strengthen ANE so that the road agency would be able to fully 

incorporate environmental management into road projects after the conclusion of the USNU-lnspacto 

contract. 



CLOSE-OVTA UDIT OF THE USAID RESOURCES MANAGED BY IMPACTO, PROJECTOS E ESTUDOS AMBIENTAIS 

UNDER THE RURAL ACCESS PROJECT (RAP), ROADS REHABIWTAlTON AND MAINTENANCE (RRM) AND EMERGENCY ROADS: 

BUILDING AND SUPPORT EFFORT (BASE) - ENVIRONMENTAL ANALYSIS. MIl7GAlTONAND MONITORING. 

FOR THE PERIODS NOVEMBER 9.1998 TO SEPTEMBER 30.2002 

4. AUDITOR'S REPORT ON COMPLIANCE 

In order to achieve these objectives Impacto provided the services of consultants best able to meet the 

technical exigencies of the contract. As such Dr. Steve Telford and Eng" Abida Jamal, in addition to John 

Hatton and Mario Rassul, formed a highly experienced team of core consultants that enabled the 

successful implementation of the technical components of the contract. 

The technical outputs of the work performed by Impacto have been highly commended by all parties and, 

through the services provided under this contract ANE has, in place today, a fully functional social affairs 

and environmental unit (Unidade de Acqlo Social e Meio Ambiente - UASMA). 



CLOSE-OUTAUDIT OF THE USAID RESOURCES MANAGED BYIMPACTO, PROJECTOS E ESTUDOSAMBIENTAlS 

I UNDER THE RURAL ACCESS PROJECT (RAP), ROADS REHABILITA77ON AND MAINTENANCE (RRM) AND EMERGENCY ROADS: 

I BUILDING AND SUPPORT EFFORT (BASE) - ENVIRONMENTAL ANALYSIS, Mli'7GATIONAND MONITORING. 

I FOR THE PERIODS NOVEMBER 9,1998 TO SEPTEMBER 30,2002 

Findine No. 5- Levels of effort per specific consultant were not adhered to 

Criteria 

In terms of the contract 656-C-00-98-00066-00 section C Description, Specifications, Work statement I11 

tasks, C short-term t echca l  assistance "The level of effort requested, to be distributed among the tasks 

listed in section C1, C2 and C3, will entail up to 300 person-days. For planning and budgeting purposes 

its assumed that: 25% of the time will be utilized by an ecologist/biologist, 25% by a social scientist or 

planner, 20% by a civil engineer with environmental science expertise, and 30% by the category 

environmental scientist". 

Condition 

Levels of effort per specific consultant were not adhered to as envisaged in the contract as demonstrated 

below: 

Actual -- 
Day> I ! '!% 

' 

Time I I 
7 1 1 1 2-1"/1, 

Social scientist/ Planner I -. - 
5 I 7 < i ' ( ,  I - P. 

-. 
Forestry engineer I 

I I :\h~ds J ~ W ~ I  .i-.!A 7-11',n 
Civil engineer hll I l i r ' , ,  .-- I ) 
Environmental scientist I NI I I ?w, , I J L I I ~  1latlor1 I I 224 75% 

3001 1 0 0 % 1 ,  517 172% I 

Cause - 
Internal Impacto consultants were utilised in this Project, the availability of individuals also impacted the 

utilisation. 

Effect - 
Contractual objectives may not be adequately met if planned levels of efforts per specific consultant are not 

adhered to. 

Although the number of days was greater than the budget the actual cost was 92% of the budgeted cost, see 

the Funds Accountability Statement (note 2.2). 

Recommendation No. 5 

Contract clauses should be adhered to. Approval of relocation of hours should be requested in advance of 

the hours being utilised. The USAID contracting officer should consider whether in light of the levels of 

effort not being adhered to the contract objectives were met. 
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BUILDING AND SUPPORTEFFORT (BASE) - ENVIRONMENTAL ANALYSIS, MITIGATION AND MONITORING. 

Manwement Comments No. 5 

In the table presented in the final audit, "Actual" includes Part A, B, and C of the contract, while the 

"Budget" is for part C only, hence the difference in the number of days between "Actual" and "Budget" . 
It should be noted that the 300 days initially allocated for Part C was for the RAP Project only whereas 

Impacto also provided services for the BASE Project the without exceeding the allocated budget. 

In order to carry out all tasks (Parts A, B & C) within the allocated budget it was necessary to maximize 

the use of human resources. The budget for to Parts A, B & C was never exceeded. 

It is important to note the achievements obtained through this contract under the existing budget. The 

activities in the annual plans formulated by Impacto required the provision of timely inputs by each of the 

staff involved in the project. Once the workplans were approved by USAIDIANE, Impacto allocated tasks 

to the most suitably qualified staff in order to meet the technical requirements as per contract. 
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BUILDING AND SUPPORTEFFORT (BASE) - ENVIRONMENZAL ANALYSIS, MITIGATION AND MONITORING 

5. AUDITOR'S REPORT ON IMPACT0 'S FINANCIAL STATEMENTS 

Independent Auditor's Report on The Financial Statements of IMPACTO, PROJEcrOS E 

ESTUDOS AMBIENTAIS, LDA 

Impacto - Projectos e Estudos Ambientais 

Av. dos Martires da Machava, 968 

Maputo, Mozambique 

We have audited the accompanying balance sheet of IMPACTO, PROJECTOS E ESTUDOS AMBIENTAIS, 

LDA as of November 9, 1998 to September 30,2002, and related statements of revenues and 

expenditures for the period then ended. These financial statements are the responsibility of IMPAcTOS, 

PROJECTOS E ESTUDOS AMBIENTAIS, LDA'S management. Our responsibility is to express an opinion 

on these financial statements based on our audit. 

We conducted our audit in accordance with International Standards on Auditing. Those standards 

require that we plan and perform the audit to obtain reasonable assurance about whether the financial 

statements are free from material misstatements. An audit includes examining, on a test basis, evidence 

supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 

accounting principles used and significant estimates made by management, as well as evaluating the 

overall financial statements presentation. We believe that our audit provides a reasonable basis for our 

opinion. 

Qualification 

Expenditure amounting to MZM'000 41,378 was not recorded in the income statement for 1999. As 

such Retained Income is overstated by MZM'000 41,378. 

Qualified Opinion: 

In our opinion, except for the qualification above, the financial statements referred to above present 

fairly, in all material respects, the financial position of IMPACTO, PROJECTOS E ESTUDOS 

AMBIENTAIS, LDA for the period November 9, 1998 to September 30, 2002, and the results of its 

operation and its fund balance for the year then ended in conformity with generally accepted 

aecomiug p&dplc3. 



IMPACTO, PROJECTOS E ESTUDOS AMBIENTAIS - FINANCIAL STATEMENTS 

IMPACTO. PROfECTOS E ESTUDOS AMBIENTAIS 
BALANCE SHEET 
PERIOD: NOVEMBER 11,1998 TO SEPTEMBER 30.2002 

(Expressed in thousands of Meticais) ' 

Assets - 
Clients 
Debtors 
Cash and Bank 
Prepaid expenses 

Liabilities 
Suppliers 

Creditors 

Accruals 

Net liabilities 

Fixed Assets 

Quota holders fund 
Share capital 

LcgJ r cacr r c 

Retained income 
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- - 

5.2 

5.2.1 

Net income 
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(Expressed in thousands of Meticais) 

SALES 
Sales of services 
Other Income 

COSTS 
Remuneration 

Supplies 

Services 

Bank charges 

Taxes 

Depreciation 

Other costs 

Operating costs 

Operating Income1 
(Loss) 

Extraordinary items 

Prior year adjustments 

Net income before 
taxation 
Taxation 

Transfer to reserve 

Net income 

Transfer to: 
Retained Income 
Retained Income at 
beginning of the year 
Retained Income at the 
end of the year 

Notes - TOTAL 



Uh'DER THE RURAL ACCESS PROJECT (RAP), ROADS REHABINATION AND MAINTENANCE (RRM) AND EMERGENCY ROADS: 

BUILDING AND SUPPORT EFFORT (BASE) - ENVIRONMENTAL ANALYSIS, MITIGATION AND MONITORING. 

FOR THE PERIODS NOVEMBER 9,1998 TO SEPTEMBER 30,2002 

5. AUDITOR'S REPORT ON IMPACTO'S FINANCIAL STATEMENTS 

5.2.3 IhlPACTO. PROJECTOS E ESTITDOS AMBENTAIS 
NOTES TO THE F1NANClA.L STATEhUWTS 
PERIOD: NOVEMBER 9.1998 TO SEPTEMBER 30,2002 

ACCOUNTING POLICIES 

(a) General 

The financial statements were prepared in accordance with the accounting principles defined in 

the Mozambican Plan of Accounts and the accounting policies set out below. As such they 

follow the historical cost convention, modified for the revaluation of fixed assets, and on the 

basis of continuity of operations in conformity with the fundamental accounting principles of 

consistency, prudence, and substance over form and materiality. 

(b) Transactions in foreign currency 

Foreign currency transactions are accounted for in Meticais at the official exchange rate at the date 

of the transaction. All amounts receivable or payable in foreign currency at the end of the year are 

converted into Meticais by applying the official exchange rates at that date. The profits and losses 

on translation are charged through the income statement. 

(c) Fked assets 

Equipment and other fixed assets are stated at cost. Depreciation is calculated on cost using 

straight-line basis over their expected useful lives. The following depreciation rates were used: 



'LOSE-OUTAUDIT OF THE USAID RESOURCES MANAGED BY IMPACTO. PROJEGVS E ESTUDOS AMBIENTAIS 

NDER THE RURAL ACCESS PROJECT (RAP). ROADS REHABILIZATION AND MAINTENANCE (RRM) AND EMERGENCY ROADS: 

IUILDING AND SUPPORT EFFORT (BASE) - ENVIRONMENTAL ANALYSIS, MITIGATION AND MONITORING. 

:OR THE PERIODS NOVEMBER 9,1998 TO SEPTEMBER 30,2002 

1. AUDITOR'S REPORT ON ZMPACTO'S FZNANCL4L STATEMENTS 

Expressed in thousands of Meticais) 

Clients 

USAID 

Debtors 

Reimbursement - 
Zambezia Project 
State debtor 
Employee debtor 
Other 

Cash and Bank 

Cash and Bank 
Banks 

Foreign currency 
Local currency 

Cash 

Suppliers 

Intercar 

Others 



CLOSE-OUT AUDIT OF THE USAID RESOURCES MNAGED BY IMPACTO, PROJECTOS E ESTUDOS AMBIENTAIS 

UNDER THE RURAL ACCESS PRWECT (RAP). ROADS REHABILITAnON AND MAINTENANCE (RRM) AND EMERGENCY ROADS: 

BUILDING AND SUPPORT EFFORT (BASE) - ENVIRONMENTAL ANALYSIS, MIiIGAiTONAND MONITORING. 

FOR THE PERIODS NOVEMBER 9.1998 TO SEPTEMBER 30.2002 

5. AUDITOR'S REPORT ON ZMPACTO'S FINANCIAL STATEMENTS 

Creditors 

State creditor 

Employee tax 
Social Security contributions 

Company tax 

VAT 

Withholding tax 

Shareholders 
Mario Rassul 
Antonio Couto 
John Hatton 
Adriano Macie 

Other creditors 
Novarte 
Danida 
CFM 
Credit Bank balances 
BIM leasing 
ERA4 
Other 

Accruals 

, BIM 

Deferred income 
Tax provision 
Communication and Electricity 
Others 



CLOSE-OUTAUDIT OF THE USAID RESOURCES MANAGED BY IMPACTO. PROJECTOS E ESTWDOSAMBIENTAIS 

W D E R  THE RURAL ACCESS PROJECT (RAP), ROADS REHABILLCATION AND MAIhTENANCE (RRM) AND EMERGENCY ROADS: 

BUILDING AND SUPPORTEFFORT (BASE) - ENVIRONMENTAL ANALYSIS. MX'GATIONAND MONITORLVG. 

FOR THE PERIODS NOVEMBER 9, 1998 TO SEPTEMBER 30,2002 

5. AUDITOR'S REPORT ON IMPACTO'S FINANCIAL STATEMENTS 

Fixed Assets 

Cost - 
Buildings 
Equipment 
Furniture and Office equipment 
Extraordinary repairs 
Intangible assets 

De~reciation 
Buildings 
Equipment 
Furniture and Office equipment 
Extraordinary repairs 
Intangible assets 

Net - 

Share Capital 

Share capital is made up as follows: 

Mario J. Rassul 
Antonio L. Couto 
Adriano Macie 
John Hatton 

Services 

Maintenance & Repairs 
Audit & Accountancy 
Communications 
Transport 
Meals, Lodging and Allowance 
Subcontracts 
Technical Assistance 
Other 

2000 - - 2001 2002 TOTAL - 



CLOSE-OUTA UDIT OF THE mtn RESOURCES~~UNAGED BY I M P A ~ ,  P R C U E ~  E m m s  AMRIENTAIS 

UNDER THE RURAL ACCESS PROJECT (RAP), ROADS REHABIUTAnON AND MAINTENANCE (RRM) AND EMERGENCY ROADS: 

BUILDING AND SUPPORTEFFORT (BASE) - ENVIRONMENTAL ANALYSIS, MMITAnONAND MONITORING. 

FOR THE PEKIUN NUl%;lr(C)i% 9, 1998 7D SEPTEMBER 30.2002 

5. A UDITOR 'S REPORT ON IMPACT0 'S FINANCIAL STATEMENTS 

Other costs 

Rental 
Insurance 
Non reimbursable expenses 
Other 

Extraordinary items 

Disposals 

Fine 

Other 

Doubtfid debtors 

Others 
Exchange rate difference 

Tax contingency 

TOTAL 

TOTAL 

The tax authorities have the right to review the tax situation of the company for a perind of up to five 

years. This may result in adjustments due to a different interpretation and/or non-compliance with the 

legislation related to company tax, payroll tax, withholding tax and VAT. It is not possible to determine 

the extent of the adjustments, if any, which may result. 



C W S E - O U T A ~ W ~  U W D  R E W R ~ M f M A G E D B Y B P A t X V ,  ~ ~ E ~ A ~ ~ ~  

UNDER THE RURAL ACCESS PROJECT (RAP). ROADS REHABILJTATION AND MAINTENANCE (RRM) AND EMERGENCY ROADS. 

BUIWING AND SUPPORT EFFORT (BASE) - ENVIRONMENTAL ANALYSIS, MITIGATION AND MONITORING 

FOR THE PERIODS NOVEMBER 9, I998 TO SEPTEMBER 30,2002 

6. AUDITORS REPORT ON INDIRECT COST RA TE COMPUTATION 

6.1 Independent Auditor's Schedule of Computation of Indirect Cost Rate 

Impacto - Projectos e Estudos Ambientais 

Av. dos Martires da Machava, 968 

Maputo, Mozambique 

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a 

whole. A schedule of computation of indirect cost rate is presented for purpose of additional analysis and 

is not a required part of the basic financial statements. Such information is subjected to auditing 

procedures applied in the audit of the basic financial statements. 

Qualification 

1. We were not provided with a schetfde of computation of indirect cost as set out in Example 

63 of the Guidelines for Financial Audits contracted by Foreign Recipients. 

2. Neither were we provided with sufficient information regarding the client's allocation of 

costs, per the basic financial statements, as DIRECT (with exception of direct costs 

attributable to this USAID project and specific technical consulting fees) or INDIRECT. 

In our opinion, because of the significance of the matters discussed in the preceding paragraphs, we do not 

express an opinion on the schedule of computation of indirect cost in relation to the basic financial 

statements taken as a whole, for the periods November 9, 1998 to September 30,2002. 



- -- 
CLOSE-VLTAUDIT OF W E  USAID RESOURCES MANAGED BY IhfP4CT0, PROJECTOS E ESTUDOS A \fBIENTAIS 

IUh'DER THE RURAL ACCESS PROJECT (RAP). ROADS REHABILITAITON AND MAINTENANCE (RRM) AND EMERGENCY ROADS: BUILDING AND SUPPORT EFFORT (BASE) - ENVIRONMENTAL ANALYSIS, 

MITIGA TiuN AND MONITORING. 

FOR THE I'ERIODS NOVEMBER 9. 1998 TO SEPTEMBER 30, 2002 

APPENLI IX A DETAILED FUNDS ACCOUNTABILITY STATEMENT BUDGET I,! ( 1. Rl-'I 1 . S l O ~ I ' ~ S .  I \ I )  IC'TI':II.,S - PER .I,% 1 i 'M 

FUNDS .bCCOUNTABILITY STATEMENT 

USAID FUNDS MANAGED BY IMPACT0 

CONTN:\CT No 656-C-00-98-00066-00 

Budget 

greater 
than Actual 

Balance 

BUDGET 

ORIGINAL AMEND 1 AMEND 2 

ACTUAL 

1999 - 

INCOME 

EXPENSES 

Personnc l 

Travel & Transportation 

Supplies 

Other D~I-cct Costs 

Overhead 

Subtotal 

FEE 

Subtotal 

VAT 

TOTAL 



I ANNEXES TO MAMAGEMEN- 
I COMMENTS TO INCLUDE IH THE 

r n A L  Amm REPORT 

October, 2004 







l MPACTO 











USAID RAP 
1 3a VIAGEM 

Gorongoza - Caia Road 

Short Term Consultancy 

A Jamal -- - 

J Hatton 

I Maputo Data 
Support: L Covane 

Consultor: A Jsmal 

20 a 22 de Nov.01 

Year - : per diems 

Year - : despesas e fees 

PREPhRAlTON I F E U  WORK I WW1TIHG 1 









Deletc "3.4 BmK;ETA in iis cntirity and rcplaix witk 

"B.4 BUDGET 

Base of Appktion: Total Direct Costs 
Type ofhtc! F i  
Mad: Jnnltuy* 2001 toOocclnberIuK)l 

Base of Application: Total Dircd COsts 
Typo of Rate: ProvlsiollPl, until Ameadcd 
Period: Januarys 2002 to Octobers 2002 







FAX 

September 11, 2001 

I 9; . 
Regiorral Directox of impact0 
C / o  Ismael Gufar Gulli 

Fax: ( 2 5 8 )  1-493019 

Stuart Long 

sUBJZECTt Thie is to inform you that we have echeduled a Quality 
Control Review (QCR) of Deloftte & Tmche for Tuesday, September 
18, ZOO1 a t  8zOOa.m. in Maputo. The QCR will review the audit of 
TMPACTO, Agreement No. 656-C-00-98-00066-00, for the Period 23 
November 1998 to 31 December 1999. This is a courtesy notification 
and rewires no act ion on your part. 




