
Document of 

The World Bank 

 

 

 

 

Mozambique Disaster Risk Management and Resilience Program (P166437) 

 

 

 

 

 

 

 

 

FIDUCIARY SYSTEM ASSESSMENT 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

February 11, 2019 

 

  

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed



2 

 

Table of Contents  

 

List of Abbreviations .................................................................................................................... 3 

Executive Summary ...................................................................................................................... 4 

1 Background and the Program Institutional Arrangements .................................................. 5 

1.1 Program Description ........................................................................................................................... 5 

1.2 Institutional Framework ...................................................................................................................... 6 

1.2.1 Legal Framework for Public Financial Management ................................................................... 6 

1.2.2 Financial Management ................................................................................................................. 7 

1.3 Country’s Procurement Framework and Assessment ......................................................................... 7 

2 Program Fiduciary Performance and Significant Fiduciary Risks ...................................... 9 

2.1 Planning and Budgeting ...................................................................................................................... 9 

2.2 Accounting and Financial Report ..................................................................................................... 10 

2.3 Procurement Processes and Procedures ............................................................................................ 11 

2.4 Internal Control ................................................................................................................................. 11 

2.5 Treasury Management and Funds Flow ............................................................................................ 12 

2.5.1 Expenditure Framework ............................................................................................................. 13 

2.5.2 Procurement Processing under the IPF Component ................................................................... 13 

2.6 External Audit ................................................................................................................................... 13 

3 Fraud and Corruption Risks for this PforR .......................................................................... 14 

  



3 

 

List of Abbreviations  

AfDB  African Development Bank  

AFROSAI-E  African Organization of English-speaking Supreme Audit Institutions  

AT Administrative Tribunal (Tribunal Administrativo) 

CEDSIF Center for Development of Information Systems and Finance (Centro de 

Desenvolvimento de Sistemas de Informação e Finanças)  

Central Bank  Bank of Mozambique   

CGE  Government Financial Statements (Conta Geral do Estado) 

CTGC  Technical Council for Disaster Management (Conselho Técnico de Gestão de 

Calamidades) 

CUT Single Treasury Account (Conta Única do Tesouro) 

DAQUI  MINEDH’s Procurement Department (Departamento de Aquisições) 

DFID  UK Department for International Development  

DMF  Disaster Management Fund  

DNGRH  National Directorate of Water Resources Management (Direcção Nacional de Gestão de 

Recursos Hídricos) 

DNPO  National Directorate of Planning and Budget (Direcção Nacional de Planificação e 

Orçamento)  

DNT  National Directorate of Treasury (Direcção Nacional do Tesouro) 

DRM  Disaster Risk Management  

e-SISTAFE  Electronic State Financial Administration System (Sistema Eletrónico de Administração 

Financeira do Estado) 

FSA  Fiduciary System Assessment  

GCCC  Central Anti-Corruption Office (Gabinete Central de Combate a Corrupção)   

IAASB  International Auditing and Assurance Standards Board   

IFMIS  Integrated Financial Management Information System  

IGF  internal audit unit based at the Ministry of Economy and Finance with a mandate to carry 

out internal audits across the entire government (Inspeção Geral das Finanças)  

INAM National Meteorology Institute (Instituto Nacional de Meteorologia) 

INGC  National Institute for Disaster Management (Instituto Nacional de Gestão de 

Calamidades) 

IPF  Investment Project Financing   

ISSAI  International Standards of Supreme Audit Institutions   

MAF  Financial Administration Manual (Manual de Administração Financeira)  

MAPS  Methodology for Assessing Procurement Systems 

MEF  Ministry of Economy and Finance (Ministério da Economia e Finanças) 

MINEDH  Ministry for Education and Human Development (Ministério de Educação e 

Desenvolvimento Humano) 

NGOs Non-Governmental Organizations 

PforR  Program for Results  

PEFA  Public Expenditure and Financial Accountability  

PFM  Public Financial Management  

PMS  Program Management Secretariat   

POM  Program Operations Manual  

PSC  Program Steering Committee  

SISTAFE  State Financial Administration System (Sistema de Administração Financeira do Estado) 

TORs  Terms of Reference 

UGEA  INGC’s Procurement Unit (Unidade Gestora Executora de Aquisições) 

UNDP  United Nations Development Programme  

 



4 

 

Mozambique Disaster Risk Management and Resilience Program (P166437) 

FIDUCIARY SYSTEM ASSESSMENT 

 

 

Executive Summary 

The National Institute for Disaster Management (INGC) and the Ministry of Education and Human 

Development (MINEDH), will be responsible for the management of the program. A Fiduciary 

System Assessment was carried out in accordance with Bank Policy and Directives on Program-

for-Results Financing (PforR) and Bank Guidance note on PforR Fiduciary System Assessment 

(FSA), to examine whether the INGC and the MINEDH provide reasonable assurance that 

financing proceeds will be used for their intended purposes, with due respect to the principle of 

economy, efficiency, effectiveness, transparency, and accountability. Part of the financial 

management systems were assessed include planning, budgeting, accounting, internal controls, 

funds flow, financial reporting and auditing system provides assurance on the appropriate use of 

Program funds and safeguards of its assets. The FSA also assessed the soundness of the 

procurement systems of INGC and MINEDH and their suitability to manage the procurement 

operations under the Program. The INGC’s Procurement Unit (UGEA) and the MINEDH’s UGEA 

(the procurement unit in accordance to the Country’s procurement regulation under the Decree 

5/2016 of March 8, 2016) procurement practices were assessed and gaps identified in the 

procurement value chain from for procurement planning, bidding management, contract awards, 

record keeping, complaint handling mechanisms and contract management.  

 

The overall conclusion is that, despite some weaknesses that have been identified and for which 

mitigation measures have been proposed, the Procurement and FM systems capacity and 

performance are adequate to provide reasonable assurance that the funds will be used for the 

intended purposes with due attention to the principles of economy, efficiency, effectiveness, 

transparency, and accountability. 
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1 Background and the Program Institutional Arrangements 

1.1 Program Description 

The Program Development Objective is to strengthen the Government of Mozambique’s program 

to finance and prepare for disaster response and to increase the climate resilience of vulnerable 

education infrastructure in risk-prone areas. 

 

The Program will support Mozambique’s Disaster Risk Management (DRM) program as 

constituted by its National Disaster Risk Reduction Master Plan 2017-2030 (the “program”). The 

program aims to reduce disaster risk, the loss of human life and critical infrastructures, as well as 

avoid the emergence of new disaster risks by increasing the resilience of people and infrastructure 

to climate and other natural and man-made hazards. Two financing instruments will be used. A 

PforR instrument amounting to US$89 million investment (US$83 million equivalent from IDA 

and US$6 million from the Global Risk Financing Facility) and a small project financing (IPF) 

instrument of US$7 million. 

 

The Program will be implemented through the existing structures, systems, and processes of the 

government and the implementation arrangements take into account lessons learnt from the 

previous experience of implementation of PforRs in education and health sectors in Mozambique. 

The INGC and MINEDH will have fiduciary responsibility for Program implementation. The 

INGC will be responsible for the implementation of activities under Results Area 1 (with close 

involvement of the Ministry of Economy and Finance (MEF) for the placement of sovereign risk 

transfer products) and Results Area 2. For the Disaster Management Fund (DMF), INGC will set 

up a new Fund Management Unit whose coordinator will report directly to the General Director 

of INGC. In addition to the coordinator, this unit will be staffed with two planning officers, an 

accountant, a treasurer, a financial specialist, and an administrative assistant.  MINEDH will be 

responsible for those under Results Area 3. While all fiduciary responsibility will remain at the 

central level, both INGC and MINEDH will involve their provincial representations and technical 

operation units to provide technical support to the implementation at the local level and support 

supervision of activities carried out by service providers and non-governmental organizations 

(NGOs). Under the DMF, a small cash reserve (“extraordinary reserve”) may be transferred to 

INGC offices at provincial level to be used to purchase goods and services that need to be acquired 

on the spot locally during disaster response operations (such as fire wood, coal, matches, bread, 

gasoline, etc.). However, for MINEDH no funds will be channeled to the provincial level.  

 

A Program Steering Committee (PSC) will be established to provide political leadership and 

strengthen high-level multi-sector coordination. The PSC will be chaired by MEF and will include 

representatives from the implementing agencies INGC and MINEDH, as well as participation of 

representatives from National Meteorology Institute (INAM) and National Directorate of Water 

Resources Management (DNGRH) given their role on flood and cyclone information and warning 

products. The main tasks of the PSC include: (i) review and approval of the Program annual 

workplan and budget; and (ii) review and approval of annual program reports and additional result 

verification documentation presented by implementing agencies and independent verification 

agents. The PSC will meet semi-annually to monitor Program implementation progress. Key 
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Program decisions and approvals will be presented to the Technical Council for Disaster 

Management (CTGC) for information sharing purposes. 

 

A Program Management Secretariat (PMS) will be created under the Director General of INGC to 

ensure day-to-day coordination and management of the Program. It will be responsible for the day-

to-day overall coordination, management, monitoring and reporting of the Program in line with 

the Program Operations Manual and will serve as the Bank’s interface for the Program. The PMS 

will also provide technical support to ensure the effective functioning of the PSC. The PMS will 

be staffed by a coordinator, a financial management specialist, a procurement specialist, and an 

environmental and social safeguards specialist (financed through the IPF component) and an 

assistant (financed by the Government of Mozambique under the Program). 

1.2 Institutional Framework  

1.2.1 Legal Framework for Public Financial Management 

The Law 9/2002, which establishes the System of Financial and Administration of the State 

(SISTAFE) and the Decree 23/2004 (regulation of the System of Financial and Administration of 

the State) governs the country’s Public Financial Management (PFM) and is subdivided into five 

sub-systems which are applicable to the Program below:  

 

 

Sub-System Description 

State budget Regulates the state budget formulation and elaboration of 

state budget law approved by the National Assembly  

Public Accounting Establishes procedures for production and maintenance 

of the accounting transactions of the government 

institutions and regulates preparation of Conta Geral do 

Estado (CGE – Government Financial Statements) 

Public Treasury Regulates the state financial planning, expenditure 

management and effecting payments related to state 

budget as well as monitoring the governments treasury 

position. 

State Asset Establishes rules and regulation for management of the 

state properties and assets and organizes information 

related inventory of the state and the preparation of the 

annual inventory. 

Internal Control Establishes regulations and procedures for the oversight 

and control of the good use of public resources, 

application of accounting rules and government 

established procedures as well as enforcement of the 

Financial Administration Manual (MAF) 
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1.2.2 Financial Management 

The most recent PEFA (2015) concluded that Mozambique has succeeded in consolidating the 

major improvements in the PFM system recorded in the PEFA 2010 These improvements were 

noted in the areas of budget execution, accounting, reporting and internal and external audit. Yet, 

the hidden debts scandals undermined confidence in the overall system and brought to the fore 

shortcomings in the country system, affecting: (i) the comprehensiveness of information included 

in budget documentation and in the effectiveness of collection of tax arrears; (ii) shortage of 

qualified human resources and limited capacity for the key FM functions; (iii) weak internal 

controls, particular at decentralized levels, and limited follow-up on audit recommendations. In 

addition, (iv) procurement practices continue to lag behind international good practice. The 

Government of Mozambique approved in 2011 the “Public Finance Vision” to guide the 

implementation of PFM reforms supported by the Bank and other development partners. 

 

Despite a positive trend of change in the overall country PFM, the ongoing reform efforts are not 

yet addressing the weak financial management throughout the country, particularly provincial and 

local levels. The Directorate of Administration and Human Resources should provide support to 

the provinces and there will be also a need to train staff to enhance their skills in planning, 

accounting and financial reporting. 

 

INGC has limited experience in handling Bank-financed operations and this will be the first PforR 

operation to be managed by this institution. However, INGC has capacity to manage government 

resources and preparing annual budget and monitor its execution and prepare financial reports in 

line with the country’s rules and regulations.  The financial challenges are related to weak capacity 

at provincial level and the non-existence of an internal audit within the institution. The proposed 

IPF component will provide technical assistance to INGC for the implementation of the PforR 

components and FM consultant and experience with Bank-financed operations will be engaged for 

the purpose of the implementation of this operation. The assessment has determined that financial 

management capacity and internal controls are adequate in the education sector at central level. 

The Ministry of Education has gained experience over the time in implementing Bank-financed 

operations, including the ongoing Public Financial Management for Result (P124615) and the 

Emergency Resilient Recovery Project (P156559). In addition, Program funds will not be 

decentralized to the education sector at local level (provinces and districts). 

 

 

1.3 Country’s Procurement Framework and Assessment 

Procurement operations for the proposed Program will follow country systems through the 

Country’s Public Procurement Regulations which were enacted on the March 8, 2016 (through the 

Decree 5/2016). The Mozambique procurement regulation are fairly well aligned with 

international best practices in procurement and are a result of a more than ten years of accumulated 

experience. However, practices in many public institutions and the legal enforcement of the 

procedures still strengthening. Along with the regulations, the government has prepared a 

Procurement Manual and a set of bidding and proposal documents, although these have not been 

updated for a while to take into account the revised procurement regulation.  

. 
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In view of enhancing the procurement systems, the country has embarked, with the support from 

the World Bank and the UK Department for International Development (DFID), on the assessment 

of the status of procurement system, with the use of the MAPS (Methodology for Assessing 

Procurement Systems) tool. While the assessment is still on-going, the results will inform how the 

Bank and Partners will continue to support the Government procurement enhancement agenda.  

The implementation of the program will have two main agencies, the INGC and the Ministry of 

Education and Human Development (MINEDH).  

(i) The INGC procurement unit (UGEA) was assessed in June 2018. The Unit is composed by 

five members, including the Head of the unit. The procurement officers possess varying 

degrees of experience in the application of the country procurement systems, with the 

majority with limited experience in procurement and limited access to formal training in 

the Mozambique procurement regulations. Nevertheless, the experience of INGC includes 

experience with Donor funding from the African Development Bank (AfDB); United 

Nations Development Program (UNDP) and Irish Cooperation. The assessment reveals 

that most of the experience is in the procurement of goods and services as opposed to the 

selection of Consultants Services and procurement of works (as per the nature of their 

work, INGC rarely has to procure the later). The areas of quality of documents prepared, 

time delays in procurement, record keeping will require substantial enhancements to ensure 

that applicable procedures are adequately adhered to. 

  

(ii) The Ministry of Education has substantial experience in the implementation of Bank 

funded operations, with the on-going Education Sector Support Project (P125127) and the 

school retrofitting pilot under the Emergency Resilient Recovery Project (P156559), which 

includes a component with similar activities than the ones being envisaged for the Program. 

The MINEDH procurement team has considerable experience in the use the Country 

procurement systems, with personnel with high qualifications and exposure to adequate 

training. Their performance in the use of the country procurement systems is satisfactory. 

As there is adequate capacity within MINEDH, the management of the additional activities 

from this program will not cause an adverse effect in the existing capacity. 

MINEDH performance in the ongoing Bank funded operations is satisfactory. The ministry has a 

team of procurement officers in charge of a pooled funding arrangement financed by several 

partners, with an annual budget in excess of a hundred million dollars, which has fiduciary 

oversight by the Bank. While there is a team dedicated to the management of the resilient schools’ 

program, the procurement functions are discharged by the Ministry’s procurement department 

(DAQUI), with core competencies in all major procurement categories, hence the associated risk 

is rated as Moderate. 

INGC works to address disaster in emergency situations and its procurement is most of the time 

carried out at short notice and with prevalence of less competitive methods such as comparison of 

quotations and direct contract. It has been recognized though there is a need to be proactive, that 

it is important to identify the most common items that are procured in an emergency/disaster 

situation and commence the procurement in advance to the known periods of high likelihood for 

emergency occurrence and timely identify competitively key suppliers/providers that will provide 
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the goods and services if an emergency occurs. The assessment also revealed that the size of 

contracts that are likely to be processed under the program are of larger value than the contracts 

that INGC normally procures and, due to this fact and the lack of experience in the selection and 

recruitment of consultant’s services, the procurement function of INGC will require enhancements 

in the available capacity. This will be through the provision of technical assistance in procurement 

to lead the implementation aspects of the project and train the personnel from the INGC’s UGEA. 

Until a new assessment of INGC is carried out during the second year of the implementation of 

the project, the risk for procurement at INGC is rated High.   

Based on the findings above and subject to the adoption of the mitigation measures for the 

identified gaps as per the proposed action plan, INGC and MINEDH provides reasonable 

assurance that the financing proceeds under the Program will be used for intended purposes, with 

due consideration for economy and efficiency.  

2 Program Fiduciary Performance and Significant Fiduciary Risks 

 

2.1 Planning and Budgeting 

There are well-established planning and budgetary cycles and process, with an annual budget 

document, in-year monitoring and reporting, and subsequent accounting against budget 

allocations. Each year the MEF prepares instructions (directives and circulars) describing 

methodologies, guidelines for formulation and preparation of the budget, which includes also 

budgeting celling for preparation of budget by each budget unit. The program will follow 

government national planning and budgeting procedures requiring that the program budget is 

inserted as part INGC’s budget and approved by parliament. The INGC and MINEDH will follow 

these country’s systems for the overall Program Expenditures to be inscribed in the budget to be 

approved by the parliament and registered into the MEF, through the National Directorate of 

Planning and Budget (DNPO). The two implementing agencies have staff familiar with national 

country budgeting system and they are able to prepare and monitor their budgets, including 

producing of budget monitoring reports comparing planned and actual expenditures. However, the 

planning and budgeting for the DMF will follow specific regulations which are being finalized and 

will constitute a prior result under DLI 1.  

The assessment of historical performance of the two implementing agencies shows that over the 

last three years (2015-2017) INGC has demonstrated high absorption capacity for both recurrent 

budget, including resources allocated to the Annual Contingency Plan (which will be replaced by 

the DMF) and the investment budget, around 97-100 percent of the total annually allocated budget. 

The execution capacity of MINEDH is relatively modest - below 61 percent of the total budget 

allocated over the last two years (2016-2017), and below 57 percent of the investment budget, 

partially due to a mostly decentralized school construction program with low capacity at local 

level. Therefore, INGC seems that have capacity to absorb the increased investment proposed 

under the Program, while MINEDH will require strengthening. Under the PforR, and as currently 

done under the ERRP, the procurement process and financial management will be centralized, and 

strong TA will be provided to increase absorption capacity of the investment budget and ensure 

stability of the performance of INGC. 
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With the current practices at INGC, the Procurement planning is limited, and ineffective as major 

procurement is mainly tailored to the response following the occurrence of disasters/emergencies. 

However, it was recognized that there is a trend to be maintained, which is the identification of the 

commonly procured items every year and carry out a pre-disaster advance procurement to enable 

an efficient and cost-effective response by INGC. Going forward INGC will need to invest in 

framework contracts, which are likely to make the response operation efficient and introduce 

savings due to timely procurement identification of suppliers and providers of needed goods and 

services. The Program Operations Manual (POM) will provide clear instruction on how to 

establish an effective procurement planning, its periodic monitoring and updating on the basis of 

the budget provided to INGC. 

MINEDH has a good record in the preparation and updating of procurement plans in a manner that 

was found satisfactory during the assessment. The Implementation of the MINEDH’s component 

will benefit from the existing experience in the implementation of the Education project, which 

has a Donor-driven pooled arrangement that harness the adoption of the Mozambique country 

procurement system by all involved donors and in particular in the implementation of similar 

activities under the on-going Education Project. 

 

The Program is not likely to introduce procurement activities with profiles which are outside the 

activities that are normally procured by these institution as a response to emergency (INGC) and 

school retrofitting activities (MINEDH). 

 

2.2 Accounting and Financial Report 

The Directorates of Administration and Finance within INGC and MINEDH have overall 

responsibility for budget execution control and government financial transactions records, and 

preparation of the financial statements for the institute. This directorate in each institution will 

have overall responsibility for the accounting and financial reporting of their respective program 

activities, except for the Disaster Management Fund, for which the overall responsibility for the 

accounting and financial reporting will lie with the new Fund Management Unit that reports 

directly to the INGC General Director. The Program will make use of the government’s own 

Integrated Financial Management Information System (IFMIS), the electronic SISTAFE (e-

SISTAFE), except for the Disaster Management Fund which will be managed off-budget and for 

which a separate financial management system will be put in place (included as a prior result for 

DLI 1 as a condition for subsequent capitalization of the Fund). This is used for accounting 

purposes and it can provide real-time and reliable information on execution of funds. The INGC 

at central and provincial levels is already equipped with computers connected through 

government’s e-SISTAFE. The government accounting system is being used by Bank-financed 

operations, including PforR operation. No major issues were found in recent audit reports 

regarding the accounting and financial reporting arrangements of the ongoing PFM PforR. 

 

However, there recently were fraudulent activities related concerns with e-SISTAFE under an IPF 

operation. While the system could not prevent the collusion and falsification of documents, 

detection controls played their role, including third party confirmation, with the commercial bank 

in charge of payments to providers of goods and services. The audit trail also facilitated 

identification of the staff involved in those cases and some of them have been arrested. The entity 

managing the e-SISTAFE, the Center for Development of Information Systems and Finance 
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(CEDSIF), is taking measures to address the fraudulent activities, including additional control 

mechanisms, additional checks and strong collaboration with commercial banks. Both 

implementing agencies provide adequate accounting and financial reporting arrangements and the 

Program will make use of it. Both implementing agencies will be able to produce financial reports 

required to monitor and manage the progress of the Program. They are producing annual financial 

statements (contas de gerências) in accordance with national procedures, which are submitted to 

the Administrative Tribunal (AT), the country’s Supreme Audit Institution. The financial 

statements for the fiscal year ended December 31 2017 have been produced and submitted to the 

AT to comply with the country’s PFM rules and regulation.  Therefore, the government accounting 

system is adequate for the implementation of this PforR. 

 

2.3 Procurement Processes and Procedures 

While overall the assessment revealed that the actions taken by the UGEAs at INGC and MINEDH 

are consistent with the application of Government procurement regulations, it was noted that there 

are instances of limited competition (not enough suppliers and services providers) or available 

suppliers and services providers are not capable of responding fully to the request made by INGC 

(cannot supply all required quantities), resulting at times in a given supply to be fulfilled by more 

than one supplier/provider. Furthermore, suppliers and providers tend to demand higher unit rates 

at the time of an emergency due to sudden increases in demand and lack of alternatives to fulfill 

the demand. . The identification of qualified supplier is key to INGC procurement success and 

contract management. 

Once a supplier or provider is identified, INGC prepares a request for the Administrative Tribunal 

(the Country’s Supreme Audit Institution) for legal vetting and a clearance from the Attorney 

General’s Office (mostly for anti-money laundering). These are processes that may take some time 

and lead to contract implementation delays. Nevertheless, under an emergency, those contracts do 

benefit from a streamlined vetting procedure. Areas that should benefit from enhancements 

include: (i) filing and record keeping; (ii) contract management; and, (iii) capacity to manage the 

selection of consultants. 

 

While MINEDH does some of the procurement following government procedures, there is a large 

part of their procurement which follow Bank Procurement Guidelines for the last several years 

with the implementation of Bank funded projects. There is normally adequate competition and 

usually no complaints from the market. However, areas such as (i) quality of documents submitted 

to the Bank, (ii) filing and record keeping and (iii) contract management will also require attention. 

MINEDH will also need to adequately manage the reviews and clearance by the Attorney 

General’s Office and the legal vetting by the AT.  

 

iling and record keeping require improvements at both Implementing Agencies. The UGEA at 

INGC is facing restricted office space due to large archives. The Program will support the 

transition from paper archives to electronic filing. The filing system requires enhancements to 

ensure clear labeling and numbering of files for better retrieval of information.  MINEDH is facing 

similar filing challenges. A transition to a more efficient filing system is considered in the medium 

term. 

 

2.4 Internal Control 
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Internal system and procedures of the program will be based on the national procedures outlined 

in the Financial Administration Manual , which provides guidelines on the management of 

finances in national, provincial and district government. The manual provides sufficient guidance 

for government accounting personnel at the central and local to perform their duties.  However, it 

reported there areweak internal controls at decentralized levels as government staff do not always 

follow procedures for various reasons, and these include pressure, lack of the knowledge of the 

manual, lack of training, and staff rotation without appropriate handover mechanisms. However, 

the internal control oversight bodies will review the operations of this program, including the 

follow-up on the internal audit recommendations.   

 

There is no internal audit function within INGC, however, the internal audit unit General Finance 

Inspection (IGF) based at the Ministry of Economy and Finance with a mandate to carry out 

internal audits across the entire government (central, provincial, district, and municipal) will 

review the operations of this program.  

 

In addition, the Education General Inspectorate within MINEDH is a smaller entity than the IGF 

and it is mostly focused on administrative and financial matters. It has also benefited from World 

Bank provided training on risk based internal audit and follows adequate planning and audit 

execution procedures. With some additional training sessions, this unit will be able to properly 

cover the program activities to be implemented by the MINEDH. 

 

2.5 Treasury Management and Funds Flow 

The Program funds linked to DLIs 2-6 will be transferred from IDA to the Single Treasury Account 

(Conta Única de Tesouro – CUT). The flow of funds within the CUT to INGC and MINEDH will 

be through the government integrated financial management information system (e-SISTAFE). 

The Program will disburse IDA funds based on achievement of DLIs on a proportional basis. The 

first disbursement will be an advance, which could be up to 25 percent of the total Program cost 

for DLIs 2-6 to provide enough resources during the first year of implementation. For each DLI a 

yearly target has been set, against which an amount (‘price’) has been determined. Delays in 

release of the funds by the National Directorate of Treasury (DNT) is a risk in the funds flow, 

therefore there is a need for close monitoring of the periods between Programação Financeira 

(funds requisition) and the release of funds to ensure MEF timely provides these funds to INGC 

and MINEDH to implement the Program activities. 

 

For DLI 1, capitalization of the National Disaster Management Fund, funds will be transferred 

from IDA directly to the Fund’s bank account at Bank of Mozambique (Central Bank) upon 

government deposit of the minimum allocation required as per Decree No. 53/2017 (at least 0,1 

percent of the annual state budget or equivalent) for capitalization of the Fund.  
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2.5.1 Expenditure Framework 

The government has a well-developed budgeting process which includes a medium-term outlook 

and Program expenditures largely comprised of existing budget lines on the recurrent budget of 

INGC and MINEDH, except for the Disaster Management Fund. The Program proceeds will be 

mobilized and spent as part of the state budget, and will follow the same rules, processes, controls 

and reporting obligations, except for resources allocated to the Disaster Management Fund. 

Transfers from State Budget to implementing agencies will use the regular Public Financial 

Management systems. All transfers of financial resources to the implementing agencies will use 

the government integrated financial management information system (e-SISTAFE), except for the 

Disaster Management Fund that will follow the governing regulations under finalization. The Bank 

is assisting to establish a sound financial management system for the Disaster Management Fund.  

 

2.5.2 Procurement Processing under the IPF Component 

The PMS established at INGC will be responsible for the management of a component for 

technical assistance with an estimate of about ten contracts; seven for the selection of individual 

consultants and three for the selection of firms. While the assessment of INGC indicated that there 

is no relevant experience in the selection of consulting services, the procurement specialist that 

has been recommended to mitigate the assessment gaps, will be responsible for the management 

of these contracts. The recruitment of the procurement specialist consultant under the technical 

assistance component is a condition of disbursement for the IPF Component. 

 

2.6 External Audit  

The Administrative Tribunal (the country’s supreme audit institution) is mandated to audit all 

government funds, including donors-financed programs. As such, the tribunal will be responsible 

for: (i) carrying out the audit of the program annually financial statements; and (ii) carrying out 

the independent verification of achievement of the DLIs 1, 2, and 5. The Administrative Tribunal 

has been auditing various Bank-financed projects (including a PforR operation) for more than five 

years and it gathered sufficient experience in both, through the auditing of Bank-financed projects 

in Mozambique, but also on the verification of DLIs on the Public Financial Management for 

Results. The AT has adopted the International Standards of Supreme Audit Institutions and the 

audit manual has been developed with support of the African Organization of English-speaking 

International Development Association 

Disaster Management 
Fund (FGC) 

Bank of Mozambique 
 

Single Treasury 
Account 

(CUT) - MoF 

DLIs 2-6 DLI 1 (no advances) 
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Supreme Audit Institutions (AFROSAI-E). The Tribunal currently faces capacity and staff 

competency challenges, but things have been gradually improving with the support from Donors 

and other institutions. The Bank is supporting the Tribunal to provide its audit staff with 

internationally-accepted continuous auditing education, training and certification. The PEFA 2015 

concluded that a relatively wide range of financial and performance audits are conducted, which 

generally adhere to international audit standards. There is a focus on systemic issues of risk, but 

the definition and assessment of systemic risks leaves room for improvement. Central government 

entities representing at least 50 percent of total expenditures are audited annually. Based on this 

existing relationship, no challenges are foreseen in the AT rendering a separate audit opinion on 

the Program financial statements and undertake verification of achievement of DLIs 1, 2, and 5.  

The program financial statements will be audited by the Tribunal in in accordance with 

International Standards on Auditing as issued by the IAASB within the IFAC, and the audit report 

should be submitted to the Bank no later than twelve (12) months after the end of each fiscal year. 

The audit Terms of Reference (ToRs) will be agreed with GoM/TA to ensure alignment and where 

possible the validation of DLIs will take place simultaneously with the financial audit. The DLI 

independent verification will be carried out in accordance with the protocol as agreed between the 

Bank and the Government of Mozambique.     

 

3 Fraud and Corruption Risks for this PforR 

International benchmark indicators and surveys suggest that corruption represents a problem in 

Mozambique. The country’s performance in the Transparency International Corruption Perception 

Index leaves considerable room for improvement, and there is deterioration on the scores in the 

last three years, with a ranking of 153th over 180 in 2017. A Daily Lives Corruption Survey carried 

out by Transparency international in 2011 revealed that 56 percent of respondents thought that 

corruption had increased in the three years preceding the survey. The Mozambican businesses 

surveyed for the 2013-2014 Global Competitiveness Report placed corruption as the second most 

problematic factor for doing business in the country (with 18.3 percent of respondents raising this 

issue, compared for 18.4 percent regarding access to finance).  

 

However, the Government has adopted several initiatives to fight corruption although further 

efforts are necessary to ensure that those measures are implemented effectively. An Anti-

Corruption Law exists since 2004 and a specific strategy was adopted in 2006, and significant 

progress was made with the enactment of various laws comprising the so-called “Anti-Corruption 

Package” between 2011 and 2013. These include a Public Probity Law, which came into force in 

July 2012 (which among other things regulates the declaration of assets and conflict of interest by 

public officials and captures conflicts of interest and other practices and situations not included in 

the 2004 law), a Witness and Victims Protection Act, and a comprehensive Anti-Money 

Laundering Law (enacted in July 2013) and implementing regulations. Corruption repression is 

the responsibility of the Central Anti-Corruption Bureau (GCCC), established in 2005, which is 

part of the Public Prosecutors’ Office. While still suffering from capacity constraints, the GCCC 

has prosecuted several anti-corruption cases, and it has extended its presence in the provinces. 

 

Despite the existence of the laws and regulations, there are significant Fraud and Corruption risks 

and overall perception of high likelihood of occurrence of corruption in the civil service. These 

are likely to be aided by: (i) weak internal and external controls (low level of training, lack of 

budget and personnel for the oversight institutions); (ii) weak procurement capacity; (iii) 
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inadequate record keeping and contract management; and (iv) fear of retaliation by potential 

whistle-blowers, among others.  

 

The fiduciary assessment reviewed the existing complaint handling mechanisms system in these 

institutions. There are no reports of complaints that were left unresolved. In general, complaints 

are managed at the administrative levels, before they can be resolved judicially, if required.  

 

The Complaints mechanism procedures are adequately described in the Country procurement 

regulation and overall the market practitioners to exercise their rights.  

 

Key risk mitigation actions to be supported by the Program in the Program Action Plan 

include:  

 

# Issue/Risk  Due date Responsible 

Party 

Action/Mitigation 

Measure 

1 Shortages of human resources 

and weak capacity at 

provincial level as a small cash 

reserve (extraordinary 

reserve) under the DMF may 

be channeled to the INGC 

provincial offices to be used to 

purchase goods and services 

that need to be acquired on the 

spot locally during disaster 

response operations.  

 

Disbursement 

condition for 

the IPF 

component  

INGC and 

IGF 

FM consultant with 

qualification and 

experience relevant to 

Bank-financed 

operations will be 

engaged under IPF 

Component to provide 

guidance and support 

the Directorate of 

Administration and 

Finance within INGC. 

 

2 Weak internal controls and 

occasional irregular use of 

recurrent budget, especially at 

decentralized levels. 

Throughout the 

implementation 

of the Program  

INGC and 

IGF 

Training of provincial 

staff to ensure proper 

internal control 

functions 

3 Some delays of the availability 

of funds for spending 

Throughout the 

implementation 

of the Program   

MEF, INGC, 

MINEDH 

Regular dialogue and 

follow-up  

4 Limited quality of technical 

inputs (terms of references, 

specifications, and 

evaluations); 

Within 6 

months of 

Program 

effectiveness 

INGC and 

MINEDH 

Technical assistance 

on need basis.  

5 Absence of qualified 

procurement expertise to 

effectively manage the 

Program and induce modern 

procurement approaches;  

 

Within 6 

months of 

Program 

effectiveness. 

Condition for 

Disbursement   

INGC  Qualified procurement 

technical assistance 

consultant for INGC 

under the IPF 

Component hired. 

6 limited exposure to complex 

procurement processes and in 

Within 6 

months of 

INGC  Qualified procurement 

technical assistance 
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particular to the selection of 

Consulting Services;  

 

Program 

effectiveness. 

Condition for 

Disbursement   

consultant for INGC 

under the IPF 

Component hired. 

7 Deficiencies in procurement 

filing and records keeping 

 

Within 3 

months of 

Program 

effectiveness 

INGC and 

MINEDH 

Detailed instruction 

for filing and record 

keeping included in 

the Program 

Operations Manual. 

Invest in electronic 

procurement filing in 

the life of the project. 

 

8 Limited capacity and poor 

contract management at INGC. 

 

Within 3 

months of 

Program 

effectiveness 

INGC and 

MINEDH 

Adequate capacity to 

INGC and MINEDH 

in contract 

management 

provided. 

9 Risk of None Compliance to 

the procurement procedures  

Within 12 

months after 

the end of each 

fiscal year. 

INGC and 

MINEDH 

Audit Report and 

recommended action 

plan. 

 

 

 

 


