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June 7, 2019

The Chief Executive Officer
Millennium Development Authority
4th Floor, Heritage Tower

6th Avenue, Ridge West

P.M.B. 56, Ministries

Accra, Ghana

Attention: Mr. Eson Martin Benjamin

Subject: Audit of the Millennium Challenge Corporation (MCC) Resources Managed by MiDA under
the Grant Implementation Agreement and Millennium Challenge Compact between the
Republic of Ghana and the United States of America for the Period October 01, 2016 to
March 31, 2018

Dear Sir,

We are pleased to present our audit report on the Millennium Challenge Corporation (MCC) Resources
Managed by MIDA for the period October 01, 2016 to March 31, 2018.

Our report is structured as follows:

Section 1: Transmittal letter

Section 2: Executive summary which summarizes the background of the Compact, the objective
and scope of the engagement, financial highlights, summary of internal control

observations and recommendations, summary of compliance issues identified with
recommendations, as well as the synopsis of management comments.

Section 3: Financial statements (Fund Accountability Statement) for the Period October 01, 2016
to March 31, 2018 and notes to the Fund Accountability Statement).

Section 4: Report on internal control structure

Section 5: Report on compliance

Section 6: Status of implementation of prior period recommendations

We would like to express our appreciation to the management and staff of MiDA and MCC for the
cooperation and assistance during the course of the assignment.

Your ly,

Victor GBORGLAH
PARTNER
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2.1 - BACKGROUND
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The Republic of Ghana and the United States of America acting through the Millennium
Challenge Corporation ("MCC"} have entered into (A) a Grant and Implementation Agreement
on August 14, 2013, under which MCC provided funding to the Government of Ghana (the
“"Government™), in an amount which did not exceed Eight Million United States Dollars (US%
8,000,000 (“Compact Development Funds"” or “609(g) Funds") to facilitate the development
of a Millennium Challenge Compact (the "609(g) Agreement™) and (B) a Millennium Challenge
Compact on August 5, 2014, under which MCC will provide funding to the Government, in an
amount not to exceed four hundred and ninety-eight million, two hundred thousand United
States Dollars (US$ 498,200,000) (“MCC Funding") to facilitate poverty reduction through
ecanomic growth (the "Compact™),

[n addition, pursuant to the terms of the Compact, the Government commiited to provide
tunding as a Government contribution to support implementation of the Compact in an amount
equal to no less than seven and one-half percent (7.5%) of the amount of funding provided by
MCC in the Compact (the "Government Contribution™). Together, Compact Development
Funds, MCC Funding and the Government Contribution are herein referred to as the "Audited
Funds.”

The Compact provides that the Miliennium Development Authority (“MiDA"), an agency of the
Government, is designated as the Accountable Entity to implement the Compact and to
exercise and perform the Government's right and obligation to oversee, manage and
implement the Compact, including without limitation, managing the implementation of the
Compact Program, allocating resources and managing procurements. The Compact objectives
(the "Program Objectives") are to: (i) increase private sector investment and the productivity
and profitability of micro, smalf, medium and large-scale businesses; (ii) increase employment
opportunities for men and women; and (iii) raise earning potential from self-employment and
improved social outcomes for men and women.

The Compact program consists of six Projects:

The ECG Financial and Operational Turnaround Project’s objective is fo improve the quality
and reliability of electricity through reduced outages and cost-effective service delivery by
ECG, reduce aggregate technical, commercial and collections losses, and to ensure ECG can
serve as a creditworthy and credible off-taker under power purchase agreements. The
project objective will be achieved by reducing implicit subsidies (created by losses, under-
pricing and under-billing} and ensuring cost-recovery and re-investment in the distribution
sub-sector, through introduction of private sector participation (“PSP") in the governance
and management of ECG in the form of a concession, and through infrastructure and
foundational investments designed to reduce losses and improve service quality. A modern,
cost-reflective tariff with appropriate adjustment intervals is essential for attracting the PSP
for distribution envisioned for this Compact.

The NEDCo Financial and Operational Turnaround Project’s objective is to develop NEDCo
into a utility that will contribute to economic growth in the northern part of Ghana by
improving its ability to recover costs and provide service to customers in a timely and
effective manner. The project objective will be achieved by strengthening NEDCo's financial
and operational performance and ensuring it is able to function independently and to engage
with the private sector to meet their electricity needs. In addition, this Project will introduce
PSP in the form of a management contract to provide operational and commercial capacity
building to ensure the achievement of performance targets, and will provide infrastructure
and foundational investments designed to reduce losses and improve service quality.
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» The Regulatory Strengthening and Capacity Building Project’s objeciive is to ensure the
sustainability of all power sector investments, promote greater transparency and
accountability for results in the sector, and enhance evidence-based decision making among
sector institutions. This project will, therefore, ensure that the power sector is financially seif-
sustaining and relies less heavily on cross-subsidies among tariff categories or other direct or
implicit subsidies from the Government. This project wiil support creation of an enabling
environment for private investment in the power sector. The project objective will be achieved
by strengthening independent monitoring of service guality, and improving capacity for
ratemaking and other regulatory processes, including the review and restructuring of tariffs to
enable the utilities to recover costs.

» The objective of the Access Project is to improve access to refiable electricity among MSMEs
in markets and economic enclaves in urban and peri-urban areas coinciding with those regions
targeted by the commercial and technical loss reduction investments of the ECG and NEDCo
Financial and Operational Turnaround Projects. The Access Project is expected to increase the
number of new connections in targeted areas by reducing barriers to obtaining legal
connections, thereby contributing to increased productivity in markets and economic enclaves.
This Project will also contribute to the overall objective of the distribution turnaround projects
of reducing commercial losses and improving the financial health of the distribution companies,
by decreasing the number of consumers who would otherwise seek illegal connections to the
network,

» The objective of the Power Generation Sector Improvement Project is to reduce disruptions
in electricity service due to generation shortfalls by promoting timely investments in additional
installed generation capacity. This Project aims to ensure a more cost-effective fuel mix by
instituting a framework for a reliable fuel supply for thermal generation. In addition, this
Project will facititate the adoption of an Integrated Resource Plan (“IRP™) leading to increased
potential throughput te electricity consumers and reduced energy costs to enterprises,
households and industry. This Project will achieve these results by establishing a competitive
tendering process for Independent Power producers (“IPPs"), by helping to finalize commercial
gas supply agreements to facilitate development of gas reserves and cost-effective fuel
supplies for power generation, and by securitizing the gas sectar to enable reduced reliance
on more costly oil-based fuels.

# The objective of the Energy Efficiency and Demand Side Management Project (“"EE/DSM™) is
to reduce energy wasfe by consumers, thereby increasing the reserve margin between
electricity supply and peak demand, making etectriciiy available to more consumers at a lower
cost than that of developing new generation capacity. In addition, this Project will improve the
financial viability of ECG and NEDCo by helping Ghanaian government agencies, which
comprise a significant portion of total energy demand, to reduce their energy consumption.
This Project will achieve these results through the development and enforcement of standards
and labels, improving energy audits, providing education and public infermation, and
investment in demand side management infrastructure.
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2.2 - AUDIT OBJECTIVES AND SCOPE

The objectives of this engagement are (1) to conduct financial audits of the MCC resources
managed by MIDA under the Grant and Implementation Agreements between MCC and the
Government from the period October 01, 2016 to March 31, 2018, and (2) to conduct financial
audits of the MCC and Government resources, including Compact Implementation Funding,
Compact Funding, and the Government Contribution managed by MiDA under the Compact
agreement between MCC and the Government from the period October 01, 2016 through March
31, 2018. The audits are conducted in accordance with the U.S. Government Auditing Standards
issued by the Comptroller General of the United States and the guidelines for Financial Audits
Contracted by the Millennium Challenge Corporation’s Accouniable Eniities (the Audit
Guidelines).

The Fund Accountability Statement is the basic financial statement that has been audited and it
presents MiDA's revenues, costs incurred, cash balance of funds provided to MiDA by MCC-and
the Government, commaodities, assets and technical assistance directly procured by MCC, MiDA
and the Government or an Implementing Entity for use by MiDA, the government or an
implementing Entity.

The specific objectives of the audit of the MCC resources are to:

¥ Express an apinion on whether the Fund Accountability Statement for the resources
managed by MiDA using both MCC and Government funds presents fairly, in afl material
respects, revenues received, costs incurred and reimbursed, and commodities, assets, and
technical assistance directly procured by MCC and the Government (including by MiDA) for
the period audited in accordance with MCC rules and regulations, other implementing
guidance, and the terms of the 609(g) Agreement, Compact, related agreements,
conditions of award, and generally accepted accounting principles or other comprehensive
basis of accounting (including the cash receipts and disbursements basis and modifications
of the cash basis).

» Evaluate and obtain a sufficient understanding of MiDA’s internal controls related to MiDA's
development and implementation of the Compact using both MCC and Government of Ghana
funds, assess control risk and identify reportable conditions, including material internal
control weaknesses. This evaluation must include the internal controls refated to
Government contributions required for this Compact.

» Perform tests to determine whether MiDA complied, in all material respects, with the 609(q)
Agreement, Compact (including those MCC rules and regulations regarding Government of
Ghana Contributions), supplemental agreements and applicable laws and regulations
related to MCC-funded programs. All material instances of non-compiiance 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 the required Government contributions.
Specifically, the auditor shall perform tests to determine whether MiDA complied, in all
material respects, with the MCC Program Procurement Guidelines, the MCC Cast Principles
for Accountable Entity Operations and the MiDA Fiscal Accountability Plan in effect during
the audit period,

Based on the aforementioned, we performed the following audit procedures in respect of the
period Ocfober 01, 2016 to March 31, 2018:
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2.2.1
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PRE-AUDIT STEPS
We reviewed the following documents:

The Millennium Development Authority Act, 2015 (Act 702) as amended;

The Program Implementation Agreement between the United States of America acting through
MCC and the Republic of Ghana acting through Millennium Development Authority;

The Compact Agreement;

Detailed Financial Plan (DFP) of MiDA;

Work Plan of MIDA;

The Program Procurement Guidelines (PPG);

Bank Agreements;

The Fiscal Accountability Plan (FAP);

Multi Year Financial Plan;

The MCC Cost Principles for Accountable Entity Operations;

Program financial reports, organizational charts, accounting systems descriptions, and written
policies and procedures;

Program Procurement Guidelines;

. Procurement Agent Agreement;

. Fiscal Agent Agreement.

2.2.2 FUND ACCOUNTABILITY STATEMENT

2.2.3

2.2.4

We examined the Fund Accountability Statement for activities funded with MCC resources, the
revenues received for the period covered by the audit in the form of payments into permitted
accounts, direct payments, as well as a GoG contribution; the costs reported by MiDA as incurred
during that period; and technical assistance directly procured by MCC for the recipient's use.

MiDA acceptied responsibility for the statement’s accuracy before the audit commenced.
INTERNAL CONTROL STRUCTURE

We reviewed and evaluated MiDA’s internal control structure related to program activities 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 and in compliance with the Fiscal
Accountability Plan. The internal control was documented in the working papers. The major
internal controls studied and evaluated include, but are not limited to, each revenue and expense
account on the Fund Accountability Statement.

COMPLIANCE WITH AGREEMENT TERMS AND APPLICABLE LAWS AND REGULATIONS
In fulfilling the audit requirement to determine compliance with agreement terms and applicable
laws and regulations related to donor activities, we at a minimum, followed guidance contained in
AICPA SAS No. 74 (Superseded by AU Section 801) entitled "Compliance Auditing Considerations
in Audits of Governmental Entities and Recipients of Goveramental Financial Assistance."

Our report on compliance sets forth as findings all material instances of non-compliance.
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2.2.5 OTHER AUDIT RESPONSIBILITIES

We performed the following tasks:

i. Held an entrance conference with MiDA management on January 03, 2019.
fi. Submitted the Planning Document to MiDA for approval on January 21, 2019.
iti. Held an exit conference with MiDA management on February 26, 2019.

iv. We instituted quality control procedures within our firm to ensure that sufficient competent
evidence was obtained through inspection, observation, inquiries and confirmations to afford a
reasonable basis for our opinion regarding the Fund Accountability Statement audited. While
we used our standard procedures for ensuring quality control, those procedures, at a minimum,
ensured that:

a. audit reports and supporting working papers were reviewed by an Audit Partner who was
not involved in the audit;

b. all guantities and monetary amounts involving calculations were footed and cross-footed;
and

C. All factual statements, numbers, conclusions and monetary amounts were cross-indexed
to supporting working papers.
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2.3 SUMMARY OF AUDIT RESULTS

2.3.1 FINANCIAL

The tables below show the summary of the financial statements of MiDA for the period under

review.

2.3.1.1Fund accountability statement

Us$ Uss) Uss

Revenue:
Transfer to permitied bank accounts 6,750,000 4,287,962 | 11,037,962
Direct payments by MCC 9,704,867 - 9,704,867

16,454,867 4287962 | 20,742,829
Cost incurred:
ECG Financial & Operational Turnaround Project - Trl 4,287,195 95,630 4,382,825
NEDCo Financial & Operational Turnaround Project - - -
Reg.ulatory Strengthening and Capacity Building 869,198 ) 869,198
Project
Access Project 2,360 - 2,360
Energy Efficiency & Demand Side Management 170,282 - 170,282
Monitoring and Evaluation (M&E) 69,359 - 69,359
Program Administration & Oversight 10,919,573 -| 10,919,573
ECG Financial & Operational Turnaround Project - Tr2 - - -

16,317,967 95,630 | 16,413,597
Surplus (Excess of revenue over cost incurred) 136,900 4,192,332 4,329,232
Accounts receivable (60,550} - (60,550)
Travel advances (26,791) - (26,791)
Interest income 49,273 2,397,221 2,446,494
Interest transferred/utilised (37,920) (205,126) (243,046)
Exchange difference - (872,792) (872,792)
Opening cash balance - 8,279,870 8,279,870
Cash halance 87,703 | 13,791,505 13,879,208
Accrued expenses and accounts payable (210,040) - (210,040
Fund balance (122,337) | 13,791,505 | 13.66%,168

2.3.1.2 Cost sharing schedule

Period budget Period Actual | Period shortfall

Uss uss uss

Cash 11,557,500 4,287,962 7,269,538
Cost share contribution 15.11% 20.67% 13.04%
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2.3.2

INTERNAL CONTROL

No.

Observation

Recommendation

Reference

1

Two tog books used for one vehicle

A vehicle in the custody of the Energy
Commission with registration number GE-6813-
17 purchased by MIDA as part of the
Implementing Partner Agreement has two log
books - One maintained by staff of MIiDA and
another by the staff of the Energy Commission.

Records of the two log
books should be
consolidated into one log
book for easy tracking of
vehicle usage at any peoint
in time,

4.2.1

Log books not updated

There were differences between the fog books in
some vehicles used by ECG as part of the
Implementing Partner Agreement and the actual
milometers displayed in the cars,

Vehicles acquired with
MCC/Compact funds should
be properly monitored fo
avoid misuse by ensuring
all log books are
appropriately updated.

4.2.2

Lack of clarity on the use of accrued interest on
GoG  contribution to the Compact

The bank agreement with GT Bank Ghana Limited
states that, the bank shall comply solely with
instructions from MDA with regards to the
additional accounts (i.e. accrued interest
account) without consent from any other party or
MCC but there is no express provision in the FAP
that indicates what the interest can be used for.

Management and the Board
should, in consultation with
GoG, define specifically
what the accrued interest
should be used for.

4.2.3
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2.3.3 COMPLIANCE

No. | Observation Recommendation Reference
1 | Advances not retired on time Travellers should retire their 5.2.1
advances within the time
Some staff did not retire their iravel stipulated in the FAP,
advances on time,
2 MCC and MiIDA logos removed from a{ All asseis purchased with MCC 52.2
vehicle resources and in the custody of
Implementing Partners should be
We noted during the audit that, MCC and | used in accordance with the
MIiDA logos on vehicle with registration | Implementing Entity Agreement
number GE-6821-17 in the custody of ECG | JEA) and any other directive
Circle office being used as part of the | given by MIDA pursuant to the
implementing Partner Agreement had been | implementation of the agreement
removed.
3 Expiry of assets insurance The insurance cover for all assets 5.2.3
should be timeously renewed to
Apart from motor vehicles, the insurance | avoid the risk of loss of assets
cover for all other assets had expired as at | should any incident occur.
February 16, 2018 but had not been
renewed as at the time of the audit.
4 | Taxes not withheld on payments made to | Efforts should be made to deduct 5.2.4
local suppliers for services provided or | withholding taxes and pay same
work performed to the Ghana Revenue Authority
(GRA).
MIBA did not deduct and pay withholding
taxes on paymenis made to local suppliers
for goods or services during the period
under review,
2.4 SYNOPSIS OF MANAGEMENT COMMENTS

We have discussed this report with management who were generaliy in agreement with our
recommendations. No separate management letter has however been issued.
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INDEPENDENT AUDITORS’ REPORT ON THE AUDIT OF THE MILLENNIUM CHALLENGE
CORPORATION (MCC) RESOURCES MANAGED BY MiDA UNDER THE GRANT AND
IMPLEMENTATION AGREEMENT AND MILLENNIUM CHALLENGE COMPACT

Board of Directors

Millennium Development Authority
4th Floor, Heritage Tower

6th Avenue, Ridge West

P.M.B. 56, Ministries

Accra, Ghana

We have audited the Fund Accountability Statement of the Millennium Development Authority (MiDA)
for the period October 01, 2016 to March 31, 2018. The Fund Accountability Statement is the
responsibility of the management of Millennium Development Authority (MiDA). Our responsibility is
to express an opinion on the Fund Accountability Statement based on our audit.

Except as discussed in the following paragraph, we conducted our audit of the Fund Accountability
Statements 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. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the Fund Accountability Statement. An audit 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 audit provides a reasonable basis for our
opinion.

We did not have an external quality control review by an unaffiliated audit organization as required
by Chapter 3, paragraph 3.96 of U.S. Government Auditing Standards, since no such program is
offered by professional organizations in Ghana. We believe that the effect of this departure from
U.S. Government Auditing Standards is not material because we participate in Ernst & Young Global's
worldwide internal quality control review program which requires our office to be subjected, every
three years, to an extensive guality control review by partners and managers from other affiliate
offices.

In our opinion, the Fund Accountability Statement referred to above present fairly, in all material
respects, program revenues, costs incurred and reimbursed, for the period October 01, 2016 to
March 31, 2018 in accordance with the terms of the agreements and in conformity with the basis of
accounting described in Note 1 to the Fund Accountability Statement.

In accordance with U.S. Government Auditing Standards, we have also issued our report dated June
7, 2019 on our consideration of MiDA’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws and requlations. Those reports are an integral part of an
audit performed in accordance with U.S. Government Auditing Standards and should be read in
conjunction with this Independent Auditors’ Report in considering the results of our audit.

This report is intended for the information of Millennium Development Authority (MiDA) and the
Millennium Challenge Corporation (MCC). However, upon release by MCC, this report is a matter of
publictecord and its distribution is not limited.

Ernst & Young
Chartered Accountants
Accra

Date: June 7, 2019
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SECTION 3.3

NOTES TO THE FUND ACCOUNTABILITY STATEMENT



MILLENNIUM DEVELOPMENT AUTHORITY (MIDA)

AUDIT OF THE MILLENNIUM CHALLENGE CORPORATION (MCC) RESOURCES MANAGED BY MiDA UNDER
THE GRANT AND IMPLEMENTATION AGREEMENT AND THE MILLENNIUM CHALLENGE COMPACT
BETWEEN THE REPUBLIC OF GHANA AND THE UNITED STATES OF AMERICA FOR THE PERIOD OCTOBER
01, 2016 TO MARCH 31, 2018

NOTES TO THE FUND ACCOUNTABILITY STATEMENT
1. SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation:

The Fund Accouniability Statement of the Millennium Development Authority (MiDA) has been
prepared in accordance with the modified cash basis of accounting. This implies that all amounts
received in the form of cash or at bank are freated as revenue. All costs are treated as costs
incurred except for advances which are treated as costs incurred only when they are accounted
for. Accounts receivable are treated as reconciling items between the cash and fund balances.

The significant accounting policies adopted are as follows:

Revenue

Receipts from MCC

This relates to funds from the Millennium Challenge Cooperation (MCC);

e  Disbursed via the Common Payment System (CPS) into Permitted Accounts at a local bank
where the funds are subsequently disbursed from the local bank accounts to pay vendors or
other payees, and

e Transferred directly from the U.S. Treasury to the vendors of goods, works, and services
received by MIDA. CPS is used o process payments in U.S. Doilars or local currency.

Receipts from Government of Ghana (GoG)
This relates to government contribution towards the base period of the compact implementation.

Costs incurred
All expenditures are recognized in the books when actual cost is incurred.

Currency conversion

Revenue and cost for each transaction has been translated at the weighted average rates
computed based on foreign exchange transactions which occurred during a month at exchange-
rates published by GT Bank Ghana Limited.

At the end of each month, the USD equivalent of the balances of all non-USD cash and bank
accounts are adjusted according to the published rate on that date, with differences booked into
the foreign exchange-gain/loss account using the appropriate budget code.

Interest

The bank pays interest on all funds in the Permitted Accounts and Additional Accounts. Interest
accrues in the applicable currency of each Permitted Account and Additional Accounts and is
calculated on a daily basis based on the average daily balance in the Permitted and Additional
Accounts. Interest rate on balances in United States Dollar accounts is calcutated as a margin of
2.226% plus one month London Interbank Offered Rate (LIBOR) and interest payable on balances
in the Ghana Cedis Accounts is calculated as a margin of 7.39% plus the average of inflation in the
previous year and BOG forecasted inflation rate for the current year,

Accrued interest on MCC Funded Accounts are paid into the Accrued Interest Account on a
monthly basis and accrued interest on the Government Funded Accounts are paid into the
Additional Accounts also on a monthly basis.
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MILLENNIUM DEVELOPMENT AUTHORITY (MiDA)

AUDIT OF THE MILLENNIUM CHALLENGE CORPORATION (MCC) RESOURCES MANAGED BY MIDA UNDER
THE GRANT AND IMPLEMENTATION AGREEMENT AND THE MILLENNIUM CHALLENGE COMPACT
BETWEEN THE REPUBLIC OF GHANA AND THE UNITED STATES OF AMERICA FOR THE PERIOD OCTOBER
01, 2016 TO MARCH 31, 2018

NOTES TO THE FUND ACCOUNTABILITY STATEMENT (CONTINUED)

Interest (continued)
Interest or other earnings accrued are used for Program purposes or transferred to MCC by the MiDA.

For the GoG funds, interest accrued is maintained in the additional account and this is not transferred.

2. TRANSFER FROM MCC AND GOG

These are funds received for activities for the period October 01, 2016 te March 31, 2018.

MCC GoG Total Cumulative to

date

uss uss Uss Uss

Transfer to permitted accounts 6,750.000 4,287,962 11,037,962 _11i,037,962

3. DIRECT PAYMENTS

These are direct transfers from the MCC to the vendors of goods, works, and services received by MiDA.

MCC  GoG Total  Cumulative

to date

UsS  UsS uss uss

ECG Financial and Operational Turnaround Project 4,016,603 - 4,016,603 4,016,603

Regulatory Strengthening and Capacity Building 846,498 - 846,498 846,498
Project

Energy Efficiency & Demand Side Management 26,468 - 26,468 26,468

Program Administration and Oversight 4,796,866 - 4,796,866 4,796,866

Transfer from CIF 18,432 - 18,432 18,432

9,704,867 - 9.704,867 9,704,867

4. ECG FINANCIAL AND OPERATIONAL TURNARCUND PROJECT - TR1

MCC GoG Total Cumulative

to date

uss uss uss uss

Modernizing ECG Operations 2,980,189 95,630 3,075,819 3,075,819
Private Sector Participation 562,922 - 562,922 562,922
Commercial Loss Reduction 719,323 - 719,323 719,323
Technical Loss Reduction 9,075 - 9,075 9,075
Outage Reduction 15,686 - 15,686 15,686

4,287,195 95,630 4,382,825 4,382825
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MILLENNIUM DEVELOPMENT AUTHORITY (MiDA)
AUDIT OF THE MILLENNIUM CHALLENGE CORPORATION (MCC) RESOURCES MANAGED BY MiDA UNDER
THE GRANT AND IMPLEMENTATION AGREEMENT AND THE MILLENNIUM CHALLENGE COMPACT
BETWEEN THE REPUBLIC OF GHANA AND THE UNITED STATES OF AMERICA FOR THE PERIOD OCTOBER
01, 2016 TO MARCH 31, 2018

NOTES TO THE FUND ACCOUNTABILITY STATEMENT (CONTINUED)

5.

6.

REGULATORY STRENGTHENING AND CAPACITY BUILDING PROJECT

Sector Performance Monitoring Capacity building

Tariff Review and Regulation

ACCESS PROJECT

improve Electricity Supply to MSMEs

ENERGY EFFICIENCY AND DEMAND SIDE MANAGEMENT PROJECT

Development and Enforcement of Standards and Labels

Improve Electricity Supply to MSMEs

MONITORING AND EVALUATION

Training
Performance Indicator Moniforing
Adverfisement and Evaluations

MCC GoG Total Cumulative
to date
uss uss Uss uss
320,109 - 320,109 320,109
549,089 - 549,089 549,089
869,198 - 869,198 869,198
MCC GoG Total Cumulative
to date
uss uss uss uss
2,260 - 2.360 2.360
MCC GoG Total Cumulative
to date
uss uss uss uss
100,994 100,994 100,994
69,288 - 69,288 69,288
170,282 .. - 170,282 170,282
MCC GoG Total Cumulative
to date
uss uss uss uss$
63,071 - 63,071 63,071
767 - 767 767
5,521 - 5,521 5,521
69,359 - 69,359 69,359
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MILLENNIUM DEVELOPMENT AUTHORITY (MiDA)
AUDIT OF THE MILLENNIUM CHALLENGE CORPORATION (MCC) RESOURCES MANAGED BY MiDA
UNDER THE GRANT AND IMPLEMENTATION AGREEMENT AND THE MILLENNIUM CHALLENGE
COMPACT BETWEEN THE REPUBLIC OF GHANA AND THE UNITED STATES OF AMERICA FOR THE
PERIOD QCTOBER 01, 2016 TO MARCH 31, 2018

NOTES TO THE FUND ACCOUNTABILITY STATEMENT (CONTINUED)

9. PROGRAM ADMINISTRATION AND OVERSIGHT

MCC  GoG Total Cumulative to

date

uss UsS uss uss

Personnel Costs 6,244,960 - 6,244,960 6,244,960
Office Rent and Utilities 599,908 - 599,908 599,908
Office Expenses 166,995 166,995 166,995
Vehicles and Transport Expenses 143,865 143,865 143,865
Fixed Assets Acquisition 602,689 602,689 602,689
Travel Expenses 93,049 93,049 93,049
Training and Capacity Building 28,703 - 28,703 28,703
Management Information System 64,711 - 64,711 64,711
Public Relations, Quireach and Adverts 55,879 - 55,879 55,879
Meeting Expenses (Board Members a 121,489 - 121,489 121,489
Social and Gender Inclusion 86,682 - 86,682 86,682
Consultants and Interim Personnel 3,012 - 3,012 3,012
External Legal Counsel 57,692 - 57,692 57,692
Fiscal & Procurement Agents 2,649,939 - 2,649,939 2,649,939
10,919,573 __ - 10,919,573  10.919.573

10. SUPPLEMENTAL SCHEDULES

The following have been prepared as supplemental schedules to the Fund Accountability Statements
required by the FAP of MiDA:

a) Accounts receivable

2018
Uss

Tax recoverable? 33,759
Advances? 26,791

60,55(

These are Value Added Tax (VAT), Communication Service Tax (CST) as well as Tourism Levy paid
to suppliers. The amounts stated will be recovered from the Government of Ghana through the
Ghana Revenue Authority.

*These are advances which were liquidated after the end of the reporting period. They relate to
travel advances given to staff under Program and Administration and Oversight budget line and
ECG Operational and Financial Turnaround Project.
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MILLENNIUM DEVELOPMENT AUTHORITY (MiDA)
AUDIT OF THE MILLENNIUM CHALLENGE CORPORATION (MCC) RESOURCES MANAGED BY MiDA
UNDER THE GRANT AND IMPLEMENTATION AGREEMENT AND THE MILLENNIUM CHALLENGE
COMPACT BETWEEN THE REPUBLIC OF GHANA AND THE UNITED STATES OF AMERICA FOR THE
PERIOD OCTOBER 01, 2016 TO MARCH 31, 2018

NOTES TO THE FUND ACCOUNTABILITY STATEMENT (CONTINUED)

11.

1z2.

13.

14.

b) Accrued expenses and accounts payahies

2018
Uss

Consultancy accruals? 88,472
Personnel cost accruals? 121,568

210.0

3This represents accruals for consultancy services in respect of which invoices were received
as at the end of the period but had not been paid.

“This represents deductions made in respect of employee income tax and social security
contributions yet to be remitted to the Ghana Revenue Authority and the Social Security
and National Insurance Trust respectively.

INTEREST INCOME

This relates to interest income earned on the Permitted Accounts of MiDA denominated in both
Ghana Cedi and United States Dolfars.

INTEREST TRANSFERRED/UTILIZED

This represents interest received which was subsequently transferred to the Federal Reserve
Account (Bank of New York) or utilized by MIDA for administrativa expenses,

EXCHANGE DIFFERENCE

The exchange difference is as a result of the conversion of the Government of Ghana funds in

Ghana Cedis to the USD using the prevailing Bank of Ghana average closing rate at the end of
the period.

CLOSING CASH BALANCE

MCC GoG Total

Uss uss uss

US Dollar Bank Account 45,074 - 45,074
Ghana Cedi Bank Account 26,411 10,942,910 10,969,321
Cash at hand 4,866 - 4,866
US Dollar Interest Account 533 - 533
Ghana Cedi Interest Account 10,819 2,848,595 2,859 414
87,703 13,791,505 13,879,208
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SECTION 3.4

COST SHARING SCHEDULE
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SECTION 4

REPORT ON INTERNAL CONTROL



SECTION 4.1

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL STRUCTURE



Fax: +233 3027

ey.com

Building a better Airport Accr
working world

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL STRUCTURE OF THE MILLENNIUM
CHALLENGE CORPORATION (MCC) RESOURCES MANAGED BY MILLENIUM DEVELOPMENT
AUTHORITY UNDER THE GRANT AND IMPLEMENTATION AGREEMENT AND THE MILLENNIUM
CHALLENGE COMPACT

Board of Directors

Millennium Development Authority
4™ Floor, Heritage Tower

6™ Avenue, Ridge West

P.M.B. 56, Ministries

Accra, Ghana

We have audited the Fund Accountability Statement of the Millennium Development Authority for the
period ended March 31, 2018, and have issued our report on it dated June 7, 2019.

Except as discussed in the following paragraph, we conducted our audit in accordance with U.S.
Government Auditing Standards issued by the Comptroller General of the United States. Those
standards reguire that we plan and perform the audit to obtain reasonable assurance about whether
the Fund Accountability Statement is free of material misstatement.

We did not have an external quality control review by an unaffiliated audit organization as required
by Chapter 3, paragraph 3.96 of U.S. Government Auditing Standards, since no such program is
offered by professional organizations in Ghana. We believe that the effect of this departure from U.S.
Government Auditing Standards is not material because we participate in Ernst & Young Global's
worldwide internal quality control review program which requires each audit partner to be subjected,
every three years, to an extensive quality control review by partners and managers from other
affiliate offices.

The management or those charged with governance of MiDA are responsible for establishing and
maintaining internal control. In fulfilling this responsibility, estimates and judgments by management
are required to assess the expected benefits and related costs of internal control policies and
procedures. The objectives of internal control are to provide management with reasonable, but not
absolute, assurance that the assets are safeguarded against loss from 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 the Fund Accountability Statement. Because of inherent limitations in internal control,
errors or fraud 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.

In planning and performing our audit of the Fund Accountability Statement of MiDA for the period
ended March 31, 2018, in accordance with U.S. Government Auditing Standards, we considered
MiDA’s internal control over financial reporting (internal control) as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the Fund Accountability Statement, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the entity's internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. A significant deficiency is a deficiency or combination
of deficiencies in internal control that is less severe than material weaknesses, yet important enough
to merit attention by those charged with governance.
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We consider the following deficiencies in the entity’s internal control to be significant deficiencies:

e Two log books used for one vehicle (Section 4.2.1)
e | og books not updated (Section 4.2.2)
e Lack of clarity on the use of accrued interest on GoG contribution to the compact (Section 4.2.3)

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that
there is a reasonable possibility that a material misstatement of the entity's Fund Accountability
Statement will not be prevented, or detected and corrected on a timely basis. We did not identify any
deficiencies in internal control that we consider to be material weaknesses, as defined above.

This report is intended for the information of Millennium Development Authority (MiDA) and
Millennium Challenge Corporation (MCC). However, upon release by MCC, this report is a matter of
public record and its distribution is not limited.

Ernst & Young
Chartered Accountants
Accra

Date: June 7, 2019



SECTION 4.2

INTERNAL CONTROL FINDINGS AND RECOMMENDATIONS



MILLENNIUM DEVELOPMENT AUTHQRITY (MiDA)
AUDIT QF THE MILLENNIUM CHALLENGE CORPORATION (MCC) RESOURCES MANAGED BY MiDA
UNDER THE GRANT AND IMPLEMENTATION AGREEMENT AND THE MILLENNIUM CHALLENGE
COMPACT BETWEEN THE REPUBLIC OF GHANA AND THE UNITED STATES OF AMERICA FOR THE
PERIOD OCTOBER 01, 2016 TO MARCH 31, 2018

4.2.1 Two log books used for one vehicle

Condition

We noted during the audit that, a vehicle in the custody of the Energy Commission with
registration number GE-6813-17 purchased by MIDA as part of the Implementing Partner
Agreement has two {og books. One of the log books is maintained hy staff of MiDA and
ancther by staff of the Energy Commission.

Cause

This was attributed to the fact that, the vehicle is used by both staff of MiDA and the Energy
Commission hence the use of the two log books to record the usage of the vehicie by both
MIiDA and the Energy Commission.

Criteria

For proper monitoring of the use of vehicles, it is expected that, all records pertaining to the
vehicles are maintained in one log book. This will aide in determining who used the vehicle,
the destination and for how long in terms of mileage.

Effect

The extent of use of vehicles cannot be easily ascertained when records are not kept in one
log book.

Recommendation

Management should ensure that, records of the two log books are consolidated into one for
easy tracking of vehicle usage at any point in time.

Management comments

Management agreed with the recommendation. Apparently, the Energy Commission thought
their use of the vehicle viz, the mileage needed to be separated from that of the MiDA project
team. We have since the release of the Audit Report instructed EC to cease henceforth the
use of two logbooks for the same vehicle,
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MILLENNIUM DEVELOPMENT AUTHORITY (MiDA)
AUDIT OF THE MILLENNIUM CHALLENGE CORPORATION (MCC) RESQURCES MANAGED BY MiDA
UNDER THE GRANT AND IMPLEMENTATION AGREEMENT AND THE MILLENNIUM CHALLENGE
COMPACT BETWEEN THE REPUBLIC OF GHANA AND THE UNITED STATES OF AMERICA FOR THE
PERIOD OCTOBER 01, 2016 TO MARCH 31, 2018

4.2.2 Log books not updated
Condition
We noted during the audit that, there were differences between the log books in some

vehicles used by ECG as part of the Implementing Partner Agreement and the actual
milometers displayed in the cars. Instances noted are presented in the table below:

Registration Number | Location Vehicle Mileage | Logbook Mileage | Difference
GE 6821~ 17 ECG - Circle 8,032 7,824 208
GE 6439 - 17 ECG - Circle 12,084 12,052 32
GE 6812-17 ECG - Circle 18,849 12,274 6,575
GE 6462 - 17 ECG-HQ 34,699 34,284 415
Cause

No reason was given for the lapse in canirol.
Criteria

The Fiscal Accountability Plan in section 11.6 states in part that, log books shall be kept for
the purpose of recording every single movement of & vehicle undertaken on a return-to-base
station basis where the base station is the Head office or Zonal office (if any) where the
vehicle is attached. Drivers are also to insist that an entry is made and closed for every trip
that they are asked to make with their vehicle whether accompanied or not.

Effect

The non-update of the log books contravenes section 11.6 of the Fiscal Accountability Plan.
This could also lead to the abuse of the use of vehicles since no accurate records are kept.

Recommendation

Management should ensure that, vehicles acquired with MCC/compact resources are
properly monitored to avoid misuse by ensuring all log books are appropriately updated.

Management comments

Management agreed with the recommendation. Per Section 11.6 of the Fiscal Accountability
Plan, all logbooks for vehicles acquired with MCC resources must be updated as and when
used. ECG/PDS not following these rules contravenes the requirements given for the use of
the vehicles. MiDA has written a strongly worded letter to PDS asking that all Logbooks should
be appropriately updated when any of the vehicles are used.
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MILLENNIUM DEVELOPMENT AUTHORITY (MIiDA)
AUDIT OF THE MILLENNIUM CHALLENGE CORPORATION (MCC) RESOURCES MANAGED BY MiDA
UNDER THE GRANT AND IMPLEMENTATION AGREEMENT AND THE MILLENNIUM CHALLENGE
COMPACT BETWEEN THE REPUBLIC OF GHANA AND THE UNITED STATES OF AMERICA FOR THE
PERIOD OCTOBER (01, 2016 TO MARCH 31, 2018

4.2.3 Lack of clarity on the use of accrued interest on GoG contribution to the compact

Condition

We noted in the bank agreement with GT Bank Ghana Limited that, the bank shall comply
solely with instructions from MIDA with regards to the additional accounts (i.e. accrued
interest account) without consent from any other party or MCC but there is no express
provision in the FAP that indicates what the funds can be used for.

Cause

Management is of the view that, it has the right to utilise the accrued interest on the GoG
contribution towards the compact for any expenditure deemed necessary through the
approval of the Board of Directors.

Criteria

Given that there is clear instruction regarding what should be done with accrued interest on
MCC funds, same could be dane for interest accrued on funds contributed by GoG.

Effect

The lack of clarity on the use of the accrued interest has the potential of being used for
activities that might not inure to the benefit of either the GoG or the Project.

Recommendation

Management and the Board should, in consultation with GoG, define specifically what the
accrued interest should be used for. This will ensure the funds accrued can be adequately
monitored in terms of compliance.

Management comments

The oniy reason why there is no provision in the FAP for the use of the Accrued Interest for
the GoG Contribution is that it is not part of Compact Funding. As explained during the Exit
Conference, MIDA's intention is to use this fund to make up for any exchange rate losses as
a resuft of GoG's contribution being in Ghana Cedis and also to utilize it for other expenditures
necessary for Compact Implermentation but not approved by MCC subject to MiDA Board
approval.
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REPORT ON COMPLIANCE



SECTION 5.1

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE
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INDEPENDENT AUDITORS’ REPORT ON THE COMPLIANCE OF THE THE MILLENNIUM CHALLENGE
CORPORATION (MCC) RESOURCES MANAGED BY MILLENIUM DEVELOPMENT AUTHORITY (MiDA)
UNDER THE GRANT IMPLEMENTATION AGREEMENT AND THE MILLENNIUM CHALLENGE
COMPACT

Board of Directors

Millennium Development Authority
4th Floor, Heritage Tower

6th Avenue, Ridge West

P.M.B. 56, Ministries

Accra, Ghana

We have audited the Fund Accountability Statement of the Millennium Development Authority (MiDA)
under the grant implementation agreement and Millennium Challenge Compact for the period ended
March 31, 2018 and have issued our report thereon dated June 7, 2019.

Except as discussed in the following paragraph, 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 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.

We did not have an external quality control review by an unaffiliated audit organization as required
by Chapter 3, paragraph 3.96 of U.S. Government Auditing Standards, since no such program is
offered by professional organizations in Ghana. We believe that the effect of this departure from U.S.
Government Auditing Standards is not material because we participate in Ernst & Young Global's
worldwide internal quality control review program which requires each audit partner to be subjected,
every three years, to an extensive guality control review by partners and managers from other
affiliate offices.

Compliance with the terms and conditions of the Grant Implementation and Compact Agreements
and related Agreements and laws and regulations applicable to MiDA are the responsibilities of
MiDA's management. As part of obtaining reasonable assurance about whether the Fund
Accountability Statement is free of material misstatement, we performed tests of MiDA's compliance
with certain provisions of agreement terms, laws and requlations. However, our objective was not to
provide 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 Statements. The
results of our compliance tests disclosed the following material instances of noncompliance.

e Travel advances not retired on time (Section 5.2.1)

e MCC and MiDA logos removed from a vehicle (Section 5.2.2)

e Expiry of assets insurance cover (Section 5.2.3)

e Taxes not withheld on payments made to local suppliers for services provided or work performed
(Section 5.2.4)
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We considered these material instances of non-compliance in forming our opinion on whether MiDA's
Fund Accountability Statement 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 1 to the
Fund Accountability Statement, and this report does not affect our report on the Fund Accountability
Statement dated June 7, 2019.

This report is intended for the information of Millennium Development Authority (MiDA) and
Millennium Challenge Corporation (MCC). However, upon release by MCC, this report is a matter of
puplicrecord and its distribution is not limited.

Chartered Accountants
Accra

Date: June 7, 2019



SECTION 5.2

COMPLIANCE FINDINGS AND RECOMMENDATIONS



MILLENNIUM DEVELOPMENT AUTHORITY (MiDA)
AUDIT OF THE MILLENNIUM CHALLENGE CORPORATION (MCC) RESOURCES MANAGED BY MiDA
UNDER THE GRANT AND IMPLEMENTATION AGREEMENT AND THE MILLENNIUM CHALLENGE
COMPACT BETWEEN THE REPUBLIC OF GHANA AND THE UNITED STATES OF AMERICA FOR THE
PERIOD OCTOBER 01, 2016 TO MARCH 31, 2018

5.2.1 Travel advances not retired on time

Condition

We noted during our audit that some staff did not retire their travel advances on time. The
table below shows the return dates of staff, expected-dates for retiring the advances, the
actual-dates of retiring the advances and the number of days elapsed.

1700000100 | 11/10/2017 11/17/2017 | 11/23/2017 6 367.93
1700000092 | 10/14/2017 | 10/21/2017 | 10/27/2017 6 3.684.41
1700000086 | 10/08/2017 | 10/16/2017 | 10/17/2017 1 2,470.50
1700000077 | 08/12/2017 08/19/2017 | 09/07/2017 19 2,013.21
1700000017 | 10/09/2016 10/17/2016 10/18/2016 1 3,873.50
1700000135 | 03/03/2018 03/10/2018 | 03/16/2018 6 2,232.24
1700000134 | 03/03/2018 03/10/2018 | 03/22/2018 12 534.72
1700000138 | 03/01/2018 03/08/2018 | 03/12/2018 4 195.21
1700000139 | 03/01/2018 03/08/2018 | 03/12/2018 4 195.21
1700000140 | 03/01/2018 | 03/08/2018 | 03/12/2018 4 860.08
1700000095 | 11/28/2017 12/05/2017 | 12/13/2017 8 3,132.50
1700000094 | 11/22/2017 11/29/2017 | 12/12/2017 13 3.132.50
Total 22,692.01
Cause

Management explained that, the only way staff can be penalised for late retirement of
advances is to deduct from their salaries at month end. The challenge hawever is that, staff
delay but retire the advances before the end of the month to prevent deduction from their
salaries. This measure is therefore not punitive enough to ensure compliance.

Criteria

Section 11.2 of the FAP states that, MIDA travellers, whether local or international are
required to submit the final travel vouchers within 7 days of the return trip and as well, refund
any travel advances not utilised.

Effect

The instances above noted contravene the provisions in the Fiscal Accountability Plan,

Recommendation

Management should ensure that travellers retire their advances within the time stipulated in
the FAP by insiituting more punitive measures to ensure compliance.
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MILLENNIUM DEVELOPMENT AUTHORITY (MiDA)
AUDIT OF THE MILLENNIUM CHALLENGE CORPORATION (MCC) RESOURCES MANAGED BY MiDA
UNDER THE GRANT AND IMPLEMENTATION AGREEMENT AND THE MILLENNIUM CHALLENGE
COMPACT BETWEEN THE REPUBLIC OF GHANA AND THE UNITED STATES OF AMERICA FOR THE
PERIOD OCTOBER 01, 2016 TO MARCH 31, 2018

Management comments

This issue continues to be a challenging one for MIDA. Staff were engaged to find out the
causes of the late submission of Advances retirement. Management has agreed to provide
explanatory note to each Expense Report in situations where it is impossible to retire within
the allowed 7 days. The note will indicate the reasons for the delay and it would be attached
to the Expense Report. In light of this, the FAP would be updated to reflect this. Management
has also step up efforts in ensuring that Staff retire their advances within the stipulated 7
days.
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MILLENNIUM DEVELOPMENT AUTHORITY (MiDA)
AUDIT OF THE MILLENNIUM CHALLENGE CORPORATION (MCC) RESOURCES MANAGED BY MiDA
UNDER THE GRANT AND IMPLEMENTATION AGREEMENT AND THE MILLENNIUM CHALLENGE
COMPACT BETWEEN THE REPUBLIC OF GHANA AND THE UNITED STATES OF AMERICA FOR THE
PERIOD OCTOBER 01, 2016 TO MARCH 31, 2018

5.2.2 MCC and MiDA logos removed from a vehicle
Condition
We noted during the audit that, MCC and MiDA logos on vehicle with registration number GE-
6821-17 in the custody of ECG Circle office being used as part of the Implementing Partner
Agreement had been removed.

Cause

Management explained that, the vehicle was branded before it was handed over to the ECG
but management does not know the reason why the logos were not on the vehicle.

Criteria

The Implementing Partners are expected to adhere to ali conditions based on which items are
given to them for use and are not supposed to use them based on their own determined
procedures.

Effect

The remeval of the logos from the vehicle could open it to abuse since it will not be easily
identified especially where it is used for activities not in the interest of the Program.

Recommendation

Management should ensure that, alt assets purchased with MCC resources and are in the
custody of Implementing Parthers are used in accordance with the Implementing Entity
Agreement (IEA) and any other directive given by MIiDA pursuant to the implementation of
the agreement.

Management comments

Agreed, MIDA wrote to ECG when the issue of the removed logo came to our attention. ECG
has since restored MiDA's logo to vehicle with registration number GE 6821-17. MiDA plan
to issue another letter, the Implementing Entity Agreement and the original directives that
were given with the vehicles have been shared with ECG {now PDS) again.
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MILLENNIUM DEVELOPMENT AUTHORITY (MiDA)
AUDIT OF THE MILLENNIUM CHALLENGE CORPORATION (MCC) RESOURCES MANAGED BY MiDA
UNDER THE GRANT AND IMPLEMENTATION AGREEMENT AND THE MILLENNIUM CHALLENGE
COMPACT BETWEEN THE REPUBLIC OF GHANA AND THE UNITED STATES OF AMERICA FOR THE
PERIOD OCTOBER 01, 2016 TO MARCH 31, 2018

5.2.3 Expiry of assets insurance cover
Condition

We noted that, apart from motor vehicles, the insurance cover for all other assets had expired
as at 16 February 2018, but had not been renewed as at the time of the audit.

Cause

Management explained that, this was an oversight.

Criteria

Section 10.4 of the Fiscal Accountability Plan of MIDA states that “MiDA will to MCC's
satisfaction, cause all program assets to be insured and will arrange such other appropriate
insurance to cover against risks or liabilities associated with the operations of the Program,
including requiring providers of goods, works or services for the program to obtain adequate
insurance. MiDA (or, as appropriate and with MCC prior approval, another entity) will be
named as the payee on any such insurance",

Effect

Failure to insure program assets is in coniravention of section 10.4 of the FAP. There is also
the risk of loss of cover should an unforeseen event occur.

Recommendation

Management should ensure that, the insurance cover for all assets are timeously renewed to
avoid the risk of loss of assets should any incident cccur.

Management comments

Agreed. MiDA has since the audit report renewed the insurance for all the Assets.
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MILLENNIUM DEVELOPMENT AUTHORITY (MiDA)
AUDIT OF THE MILLENNIUM CHALLENGE CORPORATION (MCC) RESCURCES MANAGED BY MiDA
UNDER THE GRANT AND IMPLEMENTATION AGREEMENT AND THE MILLENNIUM CHALLENGE
COMPACT BETWEEN THE REPUBLIC OF GHANA AND THE UNITED STATES OF AMERICA FOR THE
PERIOD CCTOBER 01, 2016 TO MARCH 31, 2018

5.2.4

Taxes not withheld on some payments made to local suppliers for services provided or

work performed

Condition

We noted during the audit that, MiDA did not deduct and pay withholding taxes on some of
the payments made to local suppliers for goods or services during the period under review.

Instances noted are presented below:

Vendor/supplier Amount (US$) | Tax rate Tax not

withheld (US$)
ACME TRADE HOUSE LTD. 549,870 7.5% 41,240
Akroma Plaza 4,592 7.5% 344
Alisa Hotel 39,722 7.5% 2,979
Attantic Computers & Electronics 8,240 3% 247
Benlyn Ventures Ltd 6,631 3% 199
Bentry Company Ltd 51,152 7.5% 3,836
Best Western Premier Hotel 9,390 7.5% 704
Broll GH Limited 594,160 7.5% 44 562
Brynest Solutions 1,200 7.5% 90
Capital View Hotel 7,478 7.5% 561
Central Carpark Complex Ltd. 28,721 7.5% 2,154
CFAQ Ghana Ltd 510,260 3% 15,308
Compu- GH 14,228 3% 427
Eastern Premier Hotel 23,885 7.5% 1,791
Expert Office Furnish Company Ltd. 25,868 3% 776
GCC RESORTLTD 15,428 7.5% 1,157
Ghana Consulting Engineers Association 15,475 7.5% 1,161
Hotliday inn 4,832 7.5% 362
Kissart Group Ltd 29,218 7.5% 2,191
Monarch Hotel 8,587 7.5% 644
Noda Hotel 4,967 7.5% 373
Orakle Multimedia Ltd 4,529 7.5% 340
Peduase Valley Resort Ltd. 9,273 7.5% 695
Process Plant Automation Ltd 50,696 7.5% 3,802
Sam Okudzeto & Assaociates 57,692 7.5% 4,327
Solarwinds 8,223 7.5% 617
The Royal Senchi Ltd. 6,413 7.5% 481
Uitimate Supplies Ltd 56,662 7.5% 4,250
Vision Consult L.td 18,679 7.5% 1,401
Volta Serene Hotel Ghana Limited 15,304 7.5% 1,148
Total 2,181,375 138,167
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MILLENNIUM DEVELOPMENT AUTHORITY (MiDA)
AUDIT OF THE MILLENNIUM CHALLLENGE CORPORATION (MCC) RESOURCES MANAGED BY MiDA
UNDER THE GRANT AND IMPLEMENTATION AGREEMENT AND THE MILLENNIUM CHALLENGE
COMPACT BETWEEN THE REPUBLIC OF GHANA AND THE UNITED STATES OF AMERICA FOR THE
PERIOD OGCTOBER 01, 2016 TO MARCH 31, 2018

Cause

According to management, MiDA is exempted from paying taxes and therefore not mandated
to withhold taxes.

Criteria

Section 2.8 (a) of the Compact Agreement stipulates that, unless the Parties specifically
agree otherwise in writing, the Government will ensure that all MCC Funding is free from the
payment or imposition of any existing or future taxes, duties, levies, contributions or other
similar charges (but not fees or charges for services that are generaily applicable in Ghana,
reasonable in amount and imposed on a non-discriminatory basis) ("Taxes™) of ar in Ghana
(including any such Taxes imposed by a national, regional, local or other governmental or
faxing authority of or in Ghana).

Specifically, and without limiting the generality of the foregoing, MCC Funding will be free
irom the payment of (i} any tariffs, customs duties, import taxes, export taxes, and other
similar charges on any goaods, works or services introduced into Ghana in connection with the
Program; (ii) sales tax, value added tax, excise tax, property transfer tax, and other similar
charges on any transactions involving goods, works or services in connection with the
Program, (iiiy taxes and other similar charges on ownership, possession or use of any
property in connection with the Program, and (iv) taxes and other similar charges on income,
profits or gross receipts attributable to work performed in connection with the Program and
related social security taxes and other similar charges on all naturai or legal persons
performing work in connection with the Program except (A) natural persons who are citizens
or permanent residents of Ghana and (B} legal persons formed under the laws of Ghana (but
excluding MiDA and any other entity formed for the purpose of implementing the
Governmenti's obligations hereunder).

Also, Section 12 of the Income Tax Act 2006 (Act 710) as amended, states that ‘nothing in
section 10 or 11 shall be construed as exempting in the hands of the recipient, any amounts,
including dividends, interest, or employment income, paid wholly or partly out of income
exempt from tax'.

Effect

MiDA has not complied with section 2.8 (&) (iv) (A) as from above. More so, failure to withhold
taxes makes the Authority liable to pay the Commissioner the amount of tax which has not
been withheld including possible penalties, thus increasing its financial burden

Recommendation

Efforts should be made to deduct withholding taxes and pay same to the Ghana Revenue
Authority (GRA). Paymentis made to the GRA should be timely in order to avoid the payment
of any penalties.

Management comments

MiDA had eriginally disagreed with the Auditor on this matter and referred it to the Assistant
General Counsel of MCC. A meeting arranged between MiDA, the Auditors and the Assistant
General Counsel of MCC was inconclusive. MiDA is currently awaiting a respense from MCC
on the way forward. MiDA plans to implement whatever decision that comes from MCC.
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SECTION 6

STATUS OF IMPLEMENTATION OF PRIOR PERIOD RECOMMENDATIONS
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APPENDIX

MANAGEMENT VERBATIM COMMENTS



MANAGEMENT COMMENTS TO THE DRAFT AUDIT REPORT FOR THE PERIOD OCTOBER 1, 2016
THROUGH MARCH 31, 2018

4.2.1

Agreed with the recommendation. Apparently, the Energy Commission thought their use of the vehicle
viz, the mileage needed to be separated from that of the MiDA project team. We have since the release
of the Audit Report instructed EC to cease henceforth the use of two logbooks for the same vehicle,

4.2.2

Agreed with the recommendation. Per Section 11.6 of the Fiscal Accountability Plan, all logbooks for
vehicles acquired with MCC resources must be updated as and when used. ECG/PDS not following these
rules contravenes the requirements given for the use of the vehicles. MiDA has written a strongly worded
letter to PDS asking that all Logbooks should be appropriately updated when any of the vehicles are used.

4.2.3

The only reason why there is no provision in the FAP for the use of the Accrued Interest for the GoG
Contribution is that it is not part of Compact Funding. As explained during the Exit Conference, MiDA's
intention is to use this fund to make up for any exchange rate losses as a result of GoG's contribution
been in Ghana Cedis and also to utilize it for other expenditures necessary for Compact Implementation
but not approved by MCC subject to MiDA Board approval.

5.2.1

This issue continues to be a challenging one for MiDA. Staff were engaged to find out the causes of the
late submission of Advances retirement. Management has agreed to provide explanatory note to each
Expense Report in situations where it is impossible to retire within the allowed 7 days. The note will
indicate the reasons for the delay and it would be attached to the Expense Report. In light of this, the
FAP would be updafed to reflect this. Management has also step up efforts in ensuring that Staff retire
their advances within the stipulated 7 days.

5.2.2

Agreed, MiDA wrote to ECG when the issue of the removed lago came to our attention. ECG has since
restored MiDA's logo o vehicle with registration number GE 6821-17. MIiDA plan to issue another letter,
the Implementing Entity Agreement and the original directives that were given with the vehicies have
been shared with ECG (now PDS) again.

5.2.3

Agreed. MiDA has since the audit report renewed the Insurance for all the Assets.

52.4

MIDA had originally disagreed with the Auditor on this matter and referred it to the Assistant General
Counsel of MCC. A meeting arranged between MIDA, the Auditors and the Assistant General Counsel of

MCC was inconclusive. MiDA is currently awaiting a response from MCC on the way forward. MiDA plans
to implement whatever decision that comes from MCC.



