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Maputo, June 15, 2017

To:
MINISTRY CF EDUCATION AND HUMAN DEVELOPMENT

Education Sector Support Fund (FASE)
Dear Sirs,

We have audited the financial statements of the Education Sector Support Fund (FASE), for the vear
ended 31 December 2016 Tor which the report was issued on June 12. 2017, and we now have the

pieasure of presenting to you our management letter.

This ietter is for the exclusive use of the Project Management to bring to their attention some points
noted during our audit work which, afthough alt of them do not affect our opinion in the audit repcrt,
are considered important to bring to their aitention, together with constructive suggestions to
improve the operation of the accounting systems and interna! controls implemented by management,

and subsequently increase the degree of accuracy of the financial statements.

We want to emphasize that, being based on tests, the audit of accounting system and internal controf
have been only documented and evaluated to determine the nature and extent of our tests to the
financial statements and possibly may not have identified all errors and weaknesses in the accounting

system.

Our audit procedures, including the review of the internai control system, were carried out in order
to enable us to express an opinion on the financial statements of Education Sector Support Fund
(FASE) for the year ended 31 December 2016, and to identify, as far as possible, abnormal
situations and / or inaccuracies accounting wise that could materially affect them. In this context,
this management letter relates exclusively situations identified in the course of our audit work and
does not necessarily include all situations that a detailed review internal control could eveniually

reveal.

It should be understood thai this management letter was prepared merely for internal use and

shouid not be disclosed to any third party without our pricr written consent.

A member firm of Emsti & Young Glabal Limited
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We are available for further clarification that deem necessary,

We would like to take this cpportunity to thank the cocperation afforged i

throughout the Institution personne! contacted in the course of this engagemeant,

Yours faithfuily,

Pauio Reaiz

|
Partner "
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Management Laiter

Education Sactor Support Fund (FASE)

Priarity Laval Definition

The definition of the different levels of priority is summarized as follows:

| Priority Definition i
High » A weakness of internal control, a high business risk or compliance with i
:egislation or regulations that is of such a nature as to result in material
H financial losses to the FASE and which reguires the immediate attention 5
of the management. |
¥ Disagreements between the Management and the Auditors in matiers of |
accounting nature. ;
» Contravention of policies, requlations, memorandums and agreaments,
! ¥ ideas or suggestions ¢f material added vaiue.
» Any finding of Medium priority transiting the previous year
Meadium » A weakness of internal control, a high business risk or complianca with
iegislaticn or regulations, which is such as ts resul? in materiai financial
loss to the FASE anc which requires the immediate atiention of the
Board in an medium period cf time (Not exceeding six months) for its
resclution, :
» ldeas or suggestions with less added value
Low » Iitems considered of immaterial or non-matearial impact.
t » |deas for improvemenis in internal control systems, without significant
L Yalue adaed

Manzgerent Lattar for Year ended 33 Decemoer 2075
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Education Sector Support Fund {FASE)

Priority

*_and/or Service contracted

" Area ' Recurring finding

- Contracts without a certification from the Administrative HIGH MOT

" Court - B o

: Weak controf over school construction projects . HIGH NOT

: Paymeﬁt?of Compé_ny invoices made to individuals “HicH T UNOT )
‘Delays in submission of returns/ Reoayméht of advances | HIGH  yEs T N

"Lack of evidence of fuei Controi B T MEDIUM YES

" Lack of evidence of receipt of goods purchased (GRY?Y © MEDIUM | YES -

Management Letter for Year ended 31 Decemaer 2018
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We present below a summary of the audit findings for the vear ended 31 December 2015, We noted
that oniy 38% (15 of the 39 points) were resolved satisfactorily hy the management, reprasenting
some improvements of the internal control environment.

As in previous vears, we are committed to working closely with Management over the course of the
vear, with a view to pursuing improvements in the Internal Controi System fo mitigate the findings
and their recurrence.

We present a summary table of the findings of the previous year, its progress to date, the new
Findings and the total of the Findings requiring action by the management or 31 December 2014,

Lapticn:

Y - Problem/Findings compietely resolved

N - Probfem/Findings not compietely resclved
P - Problem/Findings partially resolved

' ‘Seguimento das constatacdes

Tota! : : Repeat  New Total
Finding © comments at - Resclved findings  findings . comments at
i 31 December : : » 31 December

o 2015 o 2016
. Contracts without a certification from :
' the Administrative Court ' TS N L S A 7
i Weak control over school construction '
.projects - o A S - S - SO
; Payments of Company invoices made . i
i_to individuals e - : iN i
! Delay in justification for settlement of :
ij.‘i!ifl&?ﬁf Repayment of advances : 4 LNy 4

{ Fyei Control

&
. Inadequate Supporting Documents ‘ 7 Y N -
i Lack of Evidence of procurement 5
. Lack of evidence of reception of goods ; _ _
purchased (GRVY ‘ 2 P LY 2. 3
| _Efrors in the recording of transactions . i ' P : ' -
. Lack of evidence of authorization for

payment =S N R S

. Signed attendance fisting : 2 P Ly -

i Motorcycles without reqistry ' :

documentation 2 ¥ N_ - —
Goods transfers confirmation 1 Y i} - N
_Confirmations of ADE funds reception i A N W
| TOTAL .3 - : 24 .36 .

Management Leiter for Yegr erded 31 Decamber 2016
Confidential - All Rights Reserved -
Zrast & Young ‘nocrocrated
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Education Sector Support Fund (FASE)

EducationSector Suppart Fund {FASE)
] L. Contracts without a
certificatian from the
o Admigistoative
analysis,

During our
occurrence of some situations were
contracts for services and goods do not
contain evidence of approval by the
Administrative Court, which are listed
oelow.

These situations represent a violation of
the procedure in fine with Decree
5/2016 of 8 March on the Reguiation of
Contracting of Public Works, Supply of
Goods  andfor  Services to  the
Government, in its articie 111, number

2.

Tite aggregate vaiue for
described abovs amounts to
approximately 175,675,637 meticais,
and are summarized as follows:

* Manica Province 58,499,890
meticals;
o Sofala  Province - 1.647.030

meticais;
= Tete Province - 1.228.475 meticais;
*  Quelimane Province - 17.171.468

meticais;

e Nampula Province - 59.626.091
meticais;

» Niassa Province - 13.506.626
meticais;

« Cabo Delgado Province -

23.996.056 meticais;

we noted the !

situations !

Management Comments Priogity

Recurring

i

™

o wpp——

The DPEDHs notified all |
SDEJTs and have advised
them that should make the | i
necessary adjustments in all | i
the cases, together with the i
TA, making it a recurring |

procedure for the coming |
years : !

P |
‘ |
{

%
|
|
i
i
!

rfor Year engded 31 Decambar 2016

Mznagemeant Lgs
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:EdueationSector Support Fund (EASH)
Weak coptral over school  Management Comments

Eigehd LA 5 S i 2 =R -

Lo

ce of weaknesses |

of control and lack of effactive and

; We noted the existen
| centraiized supervision of the:
|
|

e 1B

i
[}
1
censtruction projects processes in the i
various liocations, which makes i ;
difficult to have & timely and adeguate |
1 consistent action in cases of non- "
complianice and/or abandonment of |
construction projects at the different :
focations. Moreover, we noted the |
occurrence of situations of ongoing |
construction projects, which were paid
in fuli. Althiough there are guarantees
or certified chegues in some of them, ,
the possibility of  successiui ;
comipleteness of the referred projects
seems doubtful and may aiso imply
additional costs with lega! proceduraes
to execute the guarantees.

i The situations observed are
summarized as follows:

Manica Province: Manica Province:
* The full contract amount of
6.808,018 Meticais was paid in fuli | The work was carried out and
for the Munhinga Frimary School, | is scheduled for finai delivery
District  of Sussendenga, with | in November of this vear. it |
coniract n® 07 [ UGEA-FASE /| should be noted that good
DPEDH-M 2016, without retention of | performance is ensured oy
the 5% retention guarantee for good | the presentation bv  the
performance. Oniy later & bank | contracter of = Bank i
quaraniee was obtained as a | Guarantee of 5% of the
guarantee, which is valid November | contractual value;
2017.
* The full contact amount was also | We recognize and we will pay
paid before completion for other | attention to the fact that
project in the amount of 3,291,274 | payments are onty made with
Meticais, for which we were not | work certificates matching i
provided with evidence of the | the work deone:
completion certificate. Furthermaore,
there was no retention of the 5% | We acknowledge the lack of
value as a performance guarantee: provisional and / or definitive
Doc K. Description Amount completion certificates and
the non-retention of a 5%

] Constr Esc NG 140 76623247 :
36e Carstr Esc NG 177 1604242 § performance guarantee for !
380 Gonstr Esc NC 158 1.248315,78 | works whose payment f
i LD S 23 1 amounts to MZM 3,291,274, |

I

M7 | but there is work being done

Management Letier for Year anded 31 Decamber 2014
Lonfideniial - AY Rights Reservad -
Ernst & Young Inceroorated
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Education Sector Support Fund {FASE)

*  We also verified payments related tc
certificates of construction works
totaling MZM 21,744,185, for which
there was no retention of the 5%
geod performance guarantee, as
summarized below:

Doc M. Description Ampuni
Z Constr Ese NC 07 2BLIT0T3
] Consfr Ese NC 135 ITHRH
s Consir Esc NC 142 3.312.657.36
i 7 ConsirEse NG 121 10238707
7 Constr Esc NC 132 1.073.825,62
280 Canstr Ese NG 137 PR
282 Consir ese NC 141 116011528
5 K] Cons 25¢ NC 173 5.043.466,18
i W CosbEsNC1Y 157081510
kIx] Consty 256 NC 186 $05.440,00
H 108 Constr Ese NC 85 13244400
%3 Constr Esg NC 744 1.232.888,30
363 Constr £5% NC 172 322.301,60
N Constr Esg NC 126 102.016,02
72 Constr Ese NC 138 105.766,59
i Gonstr Esc NC 139 285.385,08
m Constr Esg NC 120 708.460,50

i 1.T418507

to ensure tne Compliance
with these rules. We wouid

like to point cut that the EPC |

of Chibata and ESG of Macate
projects have aiready been
received in the first half of
June (Afier the audit visity:

We acknowledge the non-
refention of 5% of the vajue
of each work situation,
committing ourseives  to
ensure that similar situations
do net occur in the future,
giving greater controi of the
construction nrofects
paymenis.

~anagemant Leiter for Year ended 31 December 2016
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-Education Sector Supperh Cund (FASEH)
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2. Weak

A payment of 810,398 meticais was
made 3s a devoiution of the 5%
retention for guarantee for the
proper executicn of EP1 Nbvidzi
Meatize, EPC Chitata Moatize and
EPL Nsungo Mcatize Projects. for
which we were not presented with

the respective proiect compteticn |

ceriificates,

An amount of 475,554 meticais was
reimbursed in respect of the value of
the retention of the construction
aroject of EPC Nhamapulete and 3
de Fevereire in Magoe, for which we
did not obtain the respective final
nroject compietion certificate.

Nampula Province:

From our anaiysis cf the expenses of
the Nampula province we noted a
payments amounting to 1,649,719
meticais, referring o the
reimbursement  of 5%  good
performance guarantees for the
proper  execution of  school
construction projects, for which we
have not obtained the definitive
project completion certificate.,

Tete Province:

school  Mandgement Comments

Friority.  Racurring’

—

o |

The works were completed.
However, we recognize and
we will pay more attention so
that in the future ic ensure
that 5% ratention payments
are  made through the
delivery of the definitive
completion certificate,

Nampuia Province:

The works were completed.
However, we recognizz and
we will pay more attention so
that in the future to ensure
that 5% retention payments
are  made through the
delivery of tha definitive
completion certificate.

= N

—

1)

fanagement Letter for vear ended 21 Dagembear 2016
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Education Sector Support Fund (FASE)

Education Seetor Support Fund (FASE)

o omade todindividuals L

Manica Province:
rrom our analysis of the expenses of the
Manica Province we have noticed the
occurrence of several situations of
payments related fo contracts of
construction projecis in which the
companies provided services and the
were made in name of individuals.
These  payments  amounted o
approximately 32,299,082 meticais
and the beneficiaries are alleged to be
owners or representatives of those
companies and not o the entities

contracted,

This situaticn mav lead o the
occurrence of payments in faver of
ineligibie persons andfor entities,
resulting in eventua! losses to the FASE
Project.

Examples of this paymenis are

summarized as follows;

Benefictary Name anm""f Amount  CompanylEntity
rder N

Alexandrs Nhacuding 108 573500 Melecog empradtads
Antdnio Valartim 25 419.850,10
Jodn Jose Lus Dias 148 E7.330 00
Frergisco Rapose 53 280827,00  Kaetera Construgdes
Lepes Mareafino Paiva 17 761.71873  Paiva Gonstnygdes
Msison Josi Sabinda 3 101.220,00
Cetima Faulo 23 1150118.28  S=caw constugies
Candida Luisa Mirands 43 24566455 Babldnia Conetrugies
Candida Luisa dirsnda £t 282 770,73 Babilinia Constrycies
Ceandida Luisa Mirands 3 3.013.657,5  Bebitnia Construgies
Candida Luisa Miranda 34 736.29247  Babikinla Gansuugdes
Cancida Luisg Mirandz i) 218.304,47  Babionia Construghes
Canoida Luisa Mirids Fria 102,207,07  Babilnia Construgdes
Candida Luisa hivance pi:x} 1.811.652.83  Babilinia Construgfies
Fittonio Tome Manc 6 107302582  Ecsiomes constrgies
Chico Morefra Luis 243 1.466.521,18
Francisco Raposa 9 83315455  Kaerara Construgdes
Cafira Benjarmim 255 1312242 38
ibSe monZ artarig 269 3.318.410.97
Loges Marcslinn Pgia a7 3.378.81290
Jose mortz anttnio 23 683.241,41
Candida Luiga Mitardz e 2.360,000.00  Babiria Constnigfes
Franeisca Rzposo 252 Fi3287,72  Kaerera Constiugdes
Arténio Tore Meruel 65 2093011
Calina Benjamim Pauls 07 35.043.486,18
Ceiing Beniamm Pauie 7 1.248.311.75

3. Payments of company invoices Management Comimzaits

Manica Province:

This is a subiect that
transcends the scope of
intervention of DPEC nor

MINEDH. What haprens is
that the bank accounts of the
companies  are  copen  in
names of the owners and not
of the companies and they
are thus registered in e-
SISTAFE, However, work wil!
De done with MEF-CEDSIF
and other related sectars to
mitigate ine risk,
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“Education Sector Support Fund (FASE)
3 Deiay in juE‘th‘lLﬂHﬂﬁ far ﬁerrlernpnt Management:Commants Priority Recurri

‘ T T Ve e o Y ST L ey
We woted recurrmg occurrence of | These are amournts advancnd
delays in justification for settlement of | in orevious years. There is 3 |
advances given f{or pavments of | mechanism for age control of
expenses at district and province leve oufstanding and pending
as well as the repayment of advance to | amounts, but ihere is a
State budget made. From our analysis of orevailing gifficulty in the
the advances, the amounts overdue ! requiarization of =zmounis
refer io balances carried forward from | advanced in oravieus Years |
orevious perieds, with a maturity of | which reguires Maticulous
more than 12 months. work for which some DPEDH |
Furthermore, we find that there is no | teams will go to the districts _ i
spreadsheet or mechanism for checking | fo supoort the SDEJT in the |
and conirei the batance aging of the | reconstitution of the
outstanding ameunts, which would ailow | processes for accountability
for a more rigorous and follow-up of
aelays in reporting, in addition it would
also facilitate timely identification of the
recurring cases and their respective
accountability.

{
|
|
i
|
]
|
|
|

of Eviderice of :‘E.-el'

e o CBOETQL wia. ey i
- We noted the occurrence of some
situations of acquisition fuels in which
we did not obtain evidence of controi on
the consumption and utilization, as

summarized below: '

Tete Province Tete Province

Expense in the amouni of 65,950 We recognize the finding. In |

Meticais relating to the purchase of fuei | order tc  avoid  simiiar i .
(Journai No. 248. Doc No. 231) of IFP | situations occurring in the
Chitima, for which during the audit field = future, in order to reinforce
work was no attached in the justification | the procedure manual of the
process evidence of fuel usage and | FASE, the fuel control maps
consumption control Moreover, the ' will be sant to the
copy was sent afterward. institutions, in electronic
version;

zZ8

Cabo Delgado Province

We noted some instances of Cabo Delgado Province
expenditures with the purchase of fuel | We recognize the finding. In
in the amount of 217,200 Meticais, for | order to avoid  similar
which wa were not supplied with | situations occurring in the
evidence of the respective consumption | future, in order to reinforce
conirol, namely schedules kept to track | the procedure manual of the |
the utilization and indication of the | FASE, the fuel control maps

| beneficiaries. will  be sent fo  the
[ | institutions, in electronic
| warsign | 4
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| Education Sector Suppert Fund(FASE)
! 6. Lack of evidence of receipt of

goods purchased (GRV) and
ices contracted. . o L,

We noted the occurrence of some
i situations of acquisition of gocds and
sarvices, for which we did not cbtain
evidence of their receipt or rendering,
as surmmarized below:

Mapute Province

During our analysis, we verified
expenses amounting tc 72,540 Meticais
(with the description Just Desp DICIPE,
Journai  number 391}, dated 15
December 2017, related to the
purchase of a faptop. which until the iast
day of our field work had not been
delivered. As per client explanation,
they have started the litigation process
to recover the money from the suppiier.
No corroborative evidence was suppiied
to support the action aflegedly taken.

Cabo Deigado Province

We noted the existence of expenditure
amounting fo 1,270,040 meticais,
allegedly related to snacks and meais in
seminars and meetings, which are not
supported by the respective attendance
lists and/or meeting reports nor any
other deliverables from the meefing.

Maragement Comments

Priority.  Recuiring)

el

=i

Maputo Province

MINEDH instructed DPEDH to
resolve this matter, as wel! as
compiiance with the Financia
Procedures Manual in lins
with the procedures to be
taken into acceount before
payment of purchases of
goods and services. It should
be noted that the case is
being duly accempanied by
the DPEDH legai office in
order i¢c recover the
eguipment;

Cabo Delgado Province

An exarcise is being carried
cut to collect atfendance lists
and report acijvities in =ach
district where the activity
took place, including raising
awareness among managers

that they rigorously attach |

such  evidence in &l
2xpenditure processes.

GENERAL COMMENTS:

1. MINEDH commits to continue monitoring and follow-up actions with DPEDH and SDEJT in

compiiance with the rules and / or procedures of FASE management,

2. On the other hand, MINEDH is planning training in which key personnet will participate in the

management processes of the FASE at various levels

Management Letter for Year ended 31 Decembar 2518
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