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INDEPENDENT AUDITOR REPCRT

To
THE MINISTRY OF EDUCATION AND HUMAN DEVELOPMENT

EDUCATION SECTCR SUPPORT FUND (FASE)

Repcrt on the Financial Statements

Dpinion

We have audited the financial statements of the Education Sector Support Fund - FASE,
implemented by the Ministry of Education and Human Development, which comprise the
Statement of 'ncome and Expenditure as at 3% December 201€&, and noies io the financiai

statements, including a summary of significant accounting policies.

In our cpinicn, the accompanving financial statements of FASE are prepared, in all material

respects, in accordance with accounting basis set out in note 2.

Basis for Opinion

We conducted our audit in accordance with Internationa! Standards on Auditing {ISAs). Cur
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Financial Statements section of our report. We are independent of the Company in
accordance with the ethical requirements that are relevant to our audit of the financial statements
in Mozambique, and we have fulfilled our other ethical responsibilities in accerdance with these
requirements. We believe that the audit evidence we have obtained is suificient and appropriaie to

provide a basis for our opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation o? financial statements that give a true and fair
view in accordance with the accounting basis set out in note 1, and for such internal control as
Management determines is necessary to enable the oreparation of financial statements that ar2

free from material misstatement, whether due to fraud or error.

A mamber firm of Emst & Young Glebal Limite=
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in preparing the financial statements, Management is responsible for assessing the Project’s
ability to continue as a going concern, disclosing, as applicable, matiers related tc going
concern and using the going concern basis of accounting unless Management sither intends to

liguidate the Project or to cease operations, or has no realistic alternative bul 1o do sc.

Management is also responsibie for overseeing the Project’s financial raporting process.

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance abouf whether the financial staiemenis as 2
whole are free from material misstatement, whether due to fraud or error. and {0 issue an
auditor's report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance witn ISAs will always detect &
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected fc

influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain

professional scepticism throughout the audit. We also:

> ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinien. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve coliusion, forgery,

intentional omissions, misrepresentations, or the override of internai control.

r Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of

expressing an opinion on the effectiveness of the Project’s internal control.

> Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and refated disclosures made by Management.

»  Conclude on the appropriateness of Management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on FASE ability to

continue its activities.
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> Evaluate the overall presentation, structure and confent of the financia! statemsznis,
including the disclosures, and whether the financiai staiemenis represent the

underlying transactions and events in a manner that achieves fair prasentaiion.

We communicaie with Management ragardirg, among cther matiers, ne olanned scope and
timing of the audit and significant audit findings, including zny significant deficencizs it
internal control that we identify during cur audit.

i~

We aisc orovide Management with a statemeni that we have compiied with relevant ethica
requirements regarding independence, and o communicate with them all raiaticnshins and
other matters that may reasonably be thouagnt fo Zear on cur independence, and whers
anplizable, related safequarids.

From the matters communicated with Management, we getermine those matters that were of
most significance in the audit of the financial statements of the current period and are inerefors
the key audit matfers.

The engagement partner on the audit resulting in this independent auditor’s report is Paulo

Reais,

ERNST & YOUNG, LDA
Registered Auditors Firm

Represented by:

L.

Paclo Jorge

,@ee““"m Obadias by

gistered Auditor N© 34)
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MINISTERIO DA EDUCAGAO E DESENVOLVIMENTO HUMANO
EDUCATION SECTOR SUPPORT FUND - FASE

STATEMENT OF RECEIPTS AND PAYMENTS FROM THE FOREX ACCOUNT AND TRANSFERS TO MINEDH CENTRAL,
PROVINCIAL AND DISTRICTAL - FOR THE YEAR ENDED 31 DECEMBER 2016

(Amounts expressed in Meticals)

Motes

1st January 26
31 December
M3

MT

Accumulated
September 2003 to
31 December

2015

Mt

Cpening Balance as at 1st January 2016

Funds received during the vear

DFID - UK

Swiss Foreign Agency
KFW - Germany
Ireland

Finland

GTZ - Germany
CIDA - Canada
Netherlands

European Unicr.
Spain

Denmark

World Bank

[ltaly

Flamenga Corporation
Portugal

UMICEF

Interest received
Total of funds received during the year 3
Total Funds

Payment th h MIN F

MINED Central

Maputo Province

Maputo City

(Guza Province

Inhambane Province

Sofala Province

Manica Province

Narmpula Province

Tete Province

Zambeézia Province

Cabo delgade Province

Niassa Province

Total of payments through MINED/MEF
Foreign exchange gain/loss and bank charges
Total of payments

Balance as at 31 December 2016 4

PERMANENT SECRETARY

243.371.681

1.199.391.4d4
481,972,418

314.896.000

72,962

Tl

430,

1.784.699.350
35.300.312
21.650.000
ZAT7E000

1.563.935.315

7841208
7.050.88G.563
2.834.023.064
2.993.576.53¢0

467.530.040
409,118,731
779.017.882
9.809.278.448
286.315.488
123.096.000
112.862.150
240.060.000
128.831

4.569.552.172

35.154.162.8346

4.812.923.854

35.154.162.846

2.559.477.328
96.183.467
66.643.648
80.710.23%
93.993.120
9%.710.050
143.690.619
187.700.311
321.573.924
249.861.902
115.227.647
93.358.895

21.756.893.677
773.892.578
727.784.143
927.709.486
1.068.063.87%
1.657.701.683
1.029.190.316
2.167.654.955
1.240.990.873
2.078.479.397
1.051.094.946
1.033.704.531

3.910.130.590
(873.701.510)

34.913.160.726
(1.535.492.654)

3,036.429.080

33.377.668.072

1.776.494.774

1.776.494.774

Db/

FINANCE AND ADMINISTRATION DIRECTOR




MINISTERIO DA EDUCAGAOQ E DESENVOLVIMENTO HUMANG

EDUCATION SECTOR SUPPORT FUND - FASE

STATEMENT OF RECEIPTS AND PAYMENTS FROM THE FOREX ACCOUNT ANL TRANSFERS TO MINEDH CENTRAL,
PROYINCIAL AND DISTRICTAL - FOR THE YEAR ENDED 31 CECEMBER 2016

{Amounts expressed in Meticais)

Actumuiated

Ist Janrary o September 2603 tc
<1 Denember 31 Cecember
2018 242
Notes MT M
Dpening Balance as ai st Janvary 2015 Z37.6580.339
Funds received from MEF ¥ 3.919, 134,390 34.313.160.72%
4.197.1582. 320 34913750 72¢
Pavments
MINED Centrat 23Tz
Maputo Province 25.032.148
Mapute Ciry M. TERTIS
CGaza Province 79.597.395
Inhambane Province 33.56%.162
Sofala Province 99.427 343
Marica Province 142 466,069 A28 4G 406
Mampula Province 222.595.613 2.123.742 432
Tete Provinee 130,534,903 1256778530
Zambézin Province 231,632,972 2.037.489 982
Cabo delgado Province 111.312.532 1044 401 235
Niassa Province 79.713.430 i.01C.274.998
Total Payments 2.679.751.561 34.395.722.358
Balamee as at 31 December 2016 3 517.438.363 517.438.368
PERMANENT SECRETARY FINANCE AND ADMINISTRATION DIRECTOR
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MINISTERIO DA EDUCAGAO E DESENVOLVIMENTO HUMANO
EDUCATION SECTOR SUPPORT FUND - FASE
NOTES TO THE FINANCIAL STATEMENTS ~ FOR THE YEAR ENDED 31 DECEMBER 20118

{Amounts expressed in Meticais)

1. Introduction

The education Sector Support Fund (FASE} is a program of Government of Mozambique that is implamented by ths
Ministry of Education and Human Development (MINEDH} that corasponds to e sscond ghase of the sirategic plan of
the Govemment for the Education Sector {ESSP H — Education Secior Strategic Plan - Signed or 13 December 2012;,
formulated In candexi of the general programme for socio-aconemic development and poverty reduciicn sirategy.

The E8SP Il establishes the vision of the Govemment of Mozamiigue for the future of the sducafion svstem in
Mozambique emphasizing on the provision of quality basic education to 2l in the context cf the craation of & general
system of education that consolidates the progress in the area of basic sducation. The programme finances the following

fundamental activities:

Basic education (including primary education, informal and basic education sor adulis);

? Secondary education (also including academic, technical, vocational sducation and training};
» Training of professors (all levels);
Higher education;
s Cross cutting themes {including gender equalty in the education sector, and appraach on the HIV/AIDS issues):
and
) Enhancing education {inciuding school sports and use of information technology and ecemmunication — TIC s),
1.1 Financing

FASE is financed by the following donors:

. Canadian International Development Agency - Canada (CIDA);
’ Embassy of Iretand:

2 Flamenga Corporation;

. Gavemment of the Federal republic of Germany ~ KFW:

v DFID - United Kingdom;

- World Bank;

» UNICEF;

® Ministry of Foreign Affairs of Portugal;
° Cooperation of ltaly;
a Ministry of Foreign Affairs of Finland.



MINISTERIO DA EDUCAGAC E DESENVOLVIMENTO HUMANG
EDUCATION SECTOR SUPPORT FUND - FASE
NOTES TO THE FINANCIAL STATEMENTS - FOR THE YEAR ENDED 31 DECEMBER 201§

{Amounts exprassed In Melicais)

oo

r>
3

23

24

25

2.5

Accounting Policies

The statement of receipts and payments has been prepared in 2ccordance with the icllowing sasis of accounting spoifed
consisiently with that of the previous years:

Basis of preparation
The statement of receipts and pavments is preparad on e cash Sasis of accounting. Under the <ash basis of acceunting,
receipts and payments ars oniy recorded when the rescective amounts ars sither receivec in the bank acGoun: of tne

orograr or when amourts are paid during the year.

Accounting convention

The statements of receipts and payments are prepared under ihe histarical cost sonveniion.

Statement of compliance

The statement of raceipts and payments has been prepared in accordance with the requirements of the Memorandurr
of Understanding signed between the Govemment of Mozambique and funding signateries.

Currencies
The Statement of receipts and payments are presented in meticais {MT), unless indicated otherwise.

The accounting records as well as the statements of receipts and payments in other currencies are converted in to
Meticais af the prevailing official exchange rate on the date of the transaction and the year end balances in other
currencies are converted at the prevailing exchange rate published by the Banco de Mogambigue at the last day of the
year. Exchange translation differences are recorded in the statemen of receipis and payments.

Funds received during the year

These funds are transferred by the donors directly to the Forex Account, a US Dollar bank account maintained with the
Banco de Mogambique with authorized signatories from the Ministry of Finance (MEF). These amounts are registered in
the beoks of the program at the exchange rate prevailing on the date of receipt of funds in the Banco de Mogambiqus,

Payments through MINEDH/MEF

Payments through MINEDH! MEF are the amounis fransferred from the Forex Account to the Central Office of FASE in
the Ministry of Education and provincial offices of FASE in the Provincial Directorates of Education {DPECs) through &-
SISTAFE, the Government's integrated budget, treasury management and internal control system in accordance with
the budgeted amounts. When transfers are made through e-SISTAFE, the movernent of funds and balances are through
the "Conta Unice de Tesouro® (CUT) which a central treasury account is holding the funds of the Government of
Mogambigue in which each institution of the govemment has a separate account,



MINISTERIO DA EDUCACAO E DESENVOLVIMENTO HUMANOG

EDUCATION SECTOR SUPPORT FUND - FASE

NOTES TO THE FINANCIAL STATEMENTS - FOR THE YEAR ENDED 31 DECEMBER 2016
{Amounts expressed in Meticais)

2.7 Fixed Assets

Fixed assels are recorded as expenditure in the vear of purchase.

2.8 Expenses and advances

The expenses are recorded in the pericd of the payment on the presentation of the supporiing docursents. The amounis
paic as advance are recorded 23 receivatles. When these acvancas ars reimbursad o justified with supperting

documents they are recorded as payments in the period of receipt of the supperting decuments,

z8 Balance with districts

ne closing balanee of district offices of education, Youth of Technology { SDJET! include amounts for which supporting

documents have not yet besn presented to the DPE<s,
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MINISTERIO DA EDUCAGAOQ E DESENVOLVIMENTO HUMANO
EDUCATICN SECTOR SUPPORT FUND - FASE
NOTES TO THE FINANCIAL STATEMENTS - FOR THE YEAR ENDED 31 DECEMBER 2016

{Amournts expressed in Meticais)

4, Closing balance
1§t January io
31 Dacember
2016
usoc
Balance m Forex account {USD) (a) Use IR
Balance in CUT account 178D} (b 18D
Balance in CUT account (ZAR) ic ; UsT ?
Balance in CUT account (EURD; (dj Ud 221.327.2¢6
Total balance in UUSD 20.291.091.87
Average exchange rate of Banco de Mocambigue at balance sheet date 71,24
Balance converted 1o MT MT 1.445.537.2858
Balance in CUT (MT) 330.957.28¢
Total balapce in MT 1.776.494.774
Book oalance in MT (e} MT Q02,793 264
Exchange gam/loss in MT M7 373.701.510

{a}  The balance in Forex Account represents the recaipis of funds from the donars and subsequent transfers io ihe Central and
provincial offices of FASE and CUT.

fb)  This balance represents transfers from the Forex Account.
{¢/  This balanca represents transfers from CUT - USD.
{d)  This balance represents transfers from CUT - USE.

(ei  This balance is the actual closing balance calculated as follows: {opening balance +funds recaived during the year — amount
transferred to MINED Central and DPECs),

10
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Report on Evaluation of Program Internal Controls

To the Managemant of

THE EDUCATION SECTOR SUPPORT FUND (FASE)

As an extension of our audit of the Financial Statements of the FASE for the vear endeg 31
December 2016, as required in the audit of reference, we have verifiad the implementiaticn and
effectiveness of an adequate internai controls over the kev transactions streams which hava
been operating effectively during the year” and report of deficiencies in the desigr, or operation

of internai controls that have come to our attention during our financial audit.,

Management s respensibility for the program internal conirols

Management of FASE is responsible for determining the program’s control objectives and for
the design and implementation of internal centrols, including key controls, to achieve those

control objectives and for ensuring that such controls onerate effectively.

Auditor’s responsibility

The extent of our procedure comprised enquiries and discussions with those responsible for
financial and accounting matters and performing such tests if detail as we considered necessary
for the purpose of our audit of the statement od receipts and payments; and additionai
enquiries ana discussions where we considered it appropriate having regard to our knowledge
of FASE.

However, our objective was not to provide an opinion on FASE Internal controls. Accordingly,

we do not express such an opinion.

13
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Matters coming to our attention

Eventual situations of non-compliance deiected are deai with in a separata management letier

ERNST & YOUNG, LDA
Registered Auditors Firm

Represented by:

J"ff:’;ﬁ}'} ;,/’_‘—"“:"f"‘*-ﬂ.\__‘ ”7.-:;-;:‘\
Paulg Jorge Gor;‘g'awvess?xfonso—éd?‘ﬁaéis (R“egister‘@p Auditor N 24)

\WoN Ly Sl
&{;&)_ \a“__ mﬁ/ P
o fq' T o o
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Report of Compliance with the relevant Program Agreement Terms and Local Laws and

Regulations

To the Management of

THE EDUCATICON SECTOR SUPPORT FUND (FASE)

As an extension of our audit of the Financial Statements of Education Sector Financial Sunport
- FASE for the year ended 31 December 2016 and, as required in the audit of reference, we are
required to report on whether the program recaipts and payments are in compliance with the

relevant agreement terms and local laws and regulations.

Management s responsibility for the program internal controls

Management Is responsible for compliance with the reievant agreement terms and ‘ocal laws
and regulations applicable to the FASE. The responsibility for the prevention and detection for

non-compliance rests with management.

Auditor"s responsibility

There are no established frameworks for evaluating the effectiveness of compliance with the
relevant program agreement terms and local laws and regulations applicable to a project of this
nature. Accordingly, we applied our professional judgment in determining the procedures

sefected and the extent of our procedure, as well as the matters te be reported.

The extent of our procedure comprised enquiries and discussions with those responsible for
financial and accounting matters and performing such tests if detail as we considered necessary
for the purpose of our audit of the statement od receipts and payments; and additional
enquiries and discussions where we considered it appropriate having regard to our knowledge
of FASE,

However, our objective was not to provide an opinion on FASE internal controls. Accordingly

we do not express such an opinien.

15
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Earmarked activities

The earmarked activities approved and paid during the vear amounted to USE 8.857.488. The

payments were made under category il and can be summarised as foliows:

Supplier Amount (USD}
Agakhan 1.023.366
Save the Children 6.469.216
ADPP 1.038.379
Cowi 168.731
Intellica 55.176
E&Y 10G.621
Total 8.857.488

Compliance with the Terms of Reference

In addition with compliance with laws and regulation we have aiso complied with Terms of

Reference and report as follows:

Management of funds
Verified the financial execution of FASE at Central, Provincial and Districts levels;

Verified that FASE funds were used in accordance with the 2016 FASE Activity
Program

Verified that funds were managed in accordance with the agreed procedures

We have verified and confirmed the opening balances and closing balances for all bank
accounts, namely the paraltel bank accounis {CUT), commercial banks, and Forex
accounts

- We have verified the adequacy of the defined routines and systems and their alignment

fo the organization specificities to operate effectively and report

Vouchers

We have the verified the supporting documentation for the expenses and concluded on their
integrity, guality and allocation to the correct budget line.

The excepticns noted were reported in the Management letter.
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inventory

inventory are expensed when purchased.

Management letter
We have issued a management letter covering the feilowing issues:

Identified weaknesses in the control system and made recommendations in the
¥

Management letter.

Reported on the degree of compliance with compliance with the FASE Memorandum of

Understanding and no issue was identified.
Reviewed the existing controls on bank accounts and no issue was identified,

- Reviewed reconciliations for all bank accounts (E-sistafe - CUT, Forex Account and

commercial banks) and no issues were noted.
- Include a prioritization for the points inciuded ir the Management Letier.

Fotlowed up on the status of prior year recommendations and commented on points
that have not been satisfactorily implemented and assessed the progress of the

implementation.

Matters coming to our attention

Eventual situations of non-compliance detected are deal with in a separate Management Letier.

ERNST & YOUNG, LDA
Registered Auditors Firm

Represented by:

f

Paulo Jorge red Auditor N© 34)
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