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Tr1/Tr2                  - 1st and 2nd Quarters

URTI 

- Technical Unit for the Tax Reform

USD                     - United States Dollar

UTRAFE             - Technical Unit for State Financial Administration Reform

TABLE OF CONTENTS                                                                                                             Page



INTRODUCtion                          ……………………………. 






I - Memorandum of UNDERSTANDING.
1.1 - Scope…………………………………….
1.2 - Object…………………………………….







1.3 - Governmental Insertion……………………….
1.4 – Beginning of the MoU Validity  -  requirements.         …………….
1.5 - End of the MoU Validity.       …………………….
II - Common Fund (CF) - for supportING the development 

AND implementation OF THE Revenue Authority Reform.

 2.1 - Scope       …………………………        


 2.2 – Specific Objectives      …………. ……………………….

 2.3 - Composition.                  …………………………….

 2.4 - General Rules for Functioning and Execution.     ………. 



 2.4.1 - Participation Requirements             …………….


 2.4.2  - Opening of Bank Accounts and Flow of Funds                 ……


 2.4.3 - Commitments Plan. Disbursements ……….


 2.4.4 -.   Disbursement Procedures ……….

 2.5 - CF Executive Management Unit - Attributions and Competences.  ….
III - Partnership Committee (PC).

 3.1 - Creation of the Partnership Committee.               ………………. 


 3.2 - Object, Attributions and Competences.        ………………. 


 3.3 – Reviews 




………………………

 3.4 - General Operation Rules               ………………. 


 3.4 - Secretariat and Administrative Support.           …………….
IV - ASSESSMENT and Control Mechanisms. 


 4.1 - CF Intervention and Control Methodology.   ….

 4.2 - Creation of the Quality Assurance Group (QAG). 

Nature and Requirements.     ………………………….

 4.3 - Assessment and Control Frequency               ………….

 4.4 – Reporting Plan and Requirements.      …………….

 4.5 - External Audit. Regime.               …………………      

Page

V – Other Provisions.

 5.1 –Application and Interpretation of the MoU Terms





26

 5.2 - Conflict Resolution.    ……………………….





26

 5.3 - Corruption Prevention.         …………………….





27
VI – Glossário

VII - Apendices.                    ………………………………….

 7.1 – Revenue Authority Strategic Plan 2007/2010

 7.2 - 2007/2008 Budget for the Reform Program

 7.3 – QAG Terms of Reference 
INTRODUCtion
The present Memorandum of Understanding (MoU) between the Government of Mozambique and the Development Partners is a programmatic document intended to facilitate, if not to stimulate, a greater involvement and participation by the community of foreign countries and organizations, in the immense effort for the improvement and modernization of the Mozambican Revenue Authority. The  tax reform program being implemented since the mid 90’s, counts on the essential support by a select group of donor agencies, which allowed for the undeniable success in the implementation of the previous steps of the current reform.
During the initial phase of functioning as the institution responsible for the continuity of the reform program, the Mozambique Revenue Authority counts especially upon the financial support from Switzerland (SECO), the United Kingdom (DFID), Belgium and Germany, as well as the IMF which has been providing support for the program in a multi-dimensional approach. This coordinated partnership has been ensuring to the Government of Mozambique the technical and financial support to achieve the objectives of its program for poverty reduction (PARPA).
The need to reformulate the modalities of intervention and participation in this reform program by some of the countries involved, determined the formulation of a consensual programmatic document that could regulate in general terms the relations between the development partners, the Government and the Mozambique Revenue Authority. Taking into consideration the need to create a Common Fund to congregate all the financial contributions to be provided for the development and implementation of the Revenue Authority Reform Program 2007-2010, the present Memorandum of Understanding serves as a central document for supporting and regulating the relationships to be established for this objective which are in general defined as: (i) the identification and quantification of the available financial resources and respective donors, (ii) the disbursement and control rules for the use of granted resources, and (iii) the mechanisms for control and assessment of the efficiency level of their utilisation.
This document entails the creation of the central instruments for the development of the current reforms, introducing the set of rules and procedures for the strategic and financial support for the development of the reforms of the Revenue Authority, with special emphasis on the clear choice of the set of circumstances accepted by the donors and the Government for its successful continuity and conclusion.
I - Memorandum of Understanding.
     1.1 - Scope
(i) The present Memorandum of Understanding, hereinafter designated as MoU, establishes the principles and terms of the partnership between the Government of Mozambique (GM), represented by the Mozambique Revenue Authority and the development partners, signatories of the agreement of financial support for the activities of the revenue reform financed by the Common Fund. 

(ii) Besides the Common Fund mechanism for the entire “Revenue Authority Reform Program”, additional financial support may still be provided through other bilateral mechanisms.
(iii) The present Memorandum of Understanding is created by the express and unanimous will of  the signatory partners, as a binding document for all the provisions contained in it and applicable to the relationships to be established within its scope.
(iv) The MF, through the Revenue Authority, is responsible for assuring that the objectives and activities of such bilateral mechanisms are in accordance with the general objectives of the “Revenue Authority Reform” and are consistent with the activities financed within the scope of the Common Fund created by this MoU, more specifically: 

a. Implementation and operationalisation of the Mozambique Revenue Authority;
b. Establishment and use of modern management practices in the Revenue Authority; 

c. Improvement in the revenue collection in terms of absolute volume and in percentage of the GDP, through collection improvement and broadening of the tax base;
d. The improvement of tax collection in terms of tax efficiency and justice.
1.2 - Object
(i) The MoU will serve as an instrument for the creation of the Common Fund in support of the Mozambique revenue authority reform program to be developed between 2007 and 2010, as well as of the instruments and methods for the control, assessment and follow up until 2010 of the objectives of the Revenue Authority Reform.
(ii) The strategic objectives and strategic planning of the support to be undertaken through this MoU are incorporated in the Revenue Authority Strategic Plan 2007 - 2010, approved by the Revenue Authority, which will be adjusted in accordance with the different phases of the tax reform.
(iii) In order to achieve the objectives intended by its signatories, this MoU establishes the following instruments for the management of the Common Fund in support of the Revenue Authority reform program:
a. Executive Committee for the Management of the Common Fund;
b. Partnership Committee;
c. Quality Assurance Group;
d. Rules for the functioning and control of the Common Fund and other monitoring and control instruments, according to the procedures foreseen for the management of the State Budget.
(iv) The generic objectives of the present MoU are the following:
a. To establish the rules and methods for the functioning of the Common Fund in support of the Revenue Authority reform program;
b. To contribute to the implementation and operationalisation of the Mozambique Revenue Authority;
c. To facilitate the application of modern management practices in the Revenue Authority;
d. To promote the improvement of tax collection, in terms of effectiveness in the collection and efficiency of the revenue authority.
(v) The degree of accomplishment of the objectives identified above shall be evaluated with reference to the Revenue Authority Strategic Plan approved for the period 2007 - 2010, which will be adjusted in accordance with the different phases of the development of the revenue reform.
(vi) Apart from the Revenue Authority Strategic Plan, the following documents will be taken in consideration as additional reference elements for the activities in the 2007-2010 period, in the prosecution of  the objectives of the “Revenue Authority Reform”:
a. The Government’s Five-year Plan; 

b. PARPA II, and the respective strategic monitoring matrix;
c. The Economic and Social Plan; 

d. Any other official documents produced by the MF, Revenue Authority or GM with relevance to the specific or generic objectives of the Revenue Authority Reform.
1.3 - Governmental insertion.
(i) The validation of adhesion and entry into the Common Fund of any of the present MoU signatory partners, is dependent on the prior existence of a valid Bilateral Agreement, signed between the Government of Mozambique and the adhering Signatory Partner. 

(ii) Within the possible limit, and within the existing clauses and statutory provisions, the Bilateral Agreement will not contain conditions or administrative or reporting requirements other than those agreed upon in this MoU.
(iii) The rules of constitution, execution and control of the activities to be developed within the framework of the Common Fund created via this MoU shall always be in accordance with the rules of budgetary preparation and execution and, therefore, shall be inserted in the annual planning and budget of the Government.
1.4 – Beginning of the MoU Validity and Alterations of the MoU - requirements.
(i) For all its purposes, this MoU becomes effective on ___ of November 2007. On this date, its effects shall be limited solely to the acts and decisions concerning the Signatory Partners who have already signed and ratified all the documents that integrate the present agreement in the defined terms.
(ii) This MoU comes into force for each partner, on the date of its signing by the President of the Revenue Authority and by the respective partner. 

(iii) Any alterations of the present MoU shall be in the form of addenda, provided that there is a written agreement between the Revenue Authority and all the other Signatory Partners. 

(iv) Other Signatory Partners may adhere to the present MoU, provided that there is explicit acceptance of this MoU through the signing by all parties.
1.5 - Termination of the MoU Validity
(i) The present Memorandum of Understanding expires on 31st December 2010, but its results shall still be reported, according to the rules for reporting, disbursement, assessment and control rules of the disbursed funds, for the period during which those funds are in execution.
(ii) The MoU validity can be extended by agreement between the signatory parties.

(iii) The present MoU may expire before the agreed date, for each of the Signatory Partners, with reasons duly justified, and communicated to the GM/Revenue Authority through an official document, at least 90 days before the date defined for the Partner’s confirmed commitments.
II - Common Fund (CF) – IN support OF the development and implementation OF THE Revenue Authority Reform.
2.1 - Scope
(i) The Common Fund is a financing mechanism created to support the GM, and in particular the Revenue Authority, to reach its strategic objectives aiming at the continuity of the Revenue Authority reform and of the improvement of the performance of the Revenue Authority, hereinafter referred as “Revenue Authority Reform”, through the provision, in due time and to the agreed amounts, of adequate funds for the accomplishment of the reform objectives.
(ii) The creation of the Common Fund to finance the activities of the Revenue Authority, shall observe the requirements specified below. The Funds provided may not, in any case, be used for purposes other than those established in this MoU without the prior written agreement of the Signatory Partners (see paragraph 1.4 – ii).

 2.2 – Specific Objectives
(i) The specific objectives of the financial support provided by the CF in support of the Revenue Reform are: 

a. To coordinate the efforts of the Signatory Partners to support the implementation of the “Revenue Authority Reform”; 

b. To establish common mechanisms, principles and procedures for the provision and management of the funds for the “Revenue Authority Reform”;
c. To promote the alignment and the harmonization of the monitoring and management of the Partners in the “Revenue Authority Reform”. 

(ii) The Signatory Partners agree that the funds of the CF shall be used to support the activities identified in the Revenue Authority Strategic Plan as well as in the Budget for the Revenue Authority Activities, with priority for the financing of activities to be developed in the following areas: 

a. Strengthening of the technical capacity of the Revenue Authority; 

b. Strengthening of the institutional capacity and change management capacity related with the establishment of the Revenue Authority; 

c. Contracting technical assistance; 

d. Strengthening of the capacity to communicate with the stakeholders; 

e. Activities intended to improve the functioning of the information and communication technology; and 
f. Other activities intended to improve the functioning of the Revenue Authority.

 2.3 - Composition.
(i) The Common Fund consists of funds provided by the Signatory Partners/Development partners of the present MoU and accepted by the Government of Mozambique.
(ii) The composition of the CF may be extended through the participation of other donors who request it, provided that the procedures and requirements foreseen in this MoU are observed. 
(iii) Any of the Partners can withdraw from the Common Fund before the end of the date of validity of the present MoU, provided that their withdrawal is justified and notified in writing to the GM/Revenue Authority, at least 90 days before the date stipulated for the effectiveness of the partner’s confirmed commitments.
(iv) The partner which intends to withdraw its participation from the Common Fund, must honour the confirmed commitments assumed within the framework of the CF, observing the procedures foreseen in point 2.4.4 of this MoU, in such a way that it does not put in jeopardy the execution of the activities planned for the respective period. 


 2.4 - General rules for Functioning and Execution.


 2.4.1 - Requirements of Participation
(i) To become a Member of the Common Fund, the following is required:
a. Indication of a quantified financial contribution, to an amount to be decided at a time to be agreed upon with the GM, for financial support of the tasks to be developed within the framework of the Revenue Authority Reform Program;
b. Prior existence of a Bilateral Agreement signed between the adherent Signatory Partner and the GM, and compatible with the present MoU;
c. Acceptance by the adhering Signatory Partner of the principles established in this MoU;
d. Acceptance of the adhering Signatory Partner by the other Signatory/Development Partners and the GoM;


 2.4.2 – Commitment plan. Disbursements

The financing commitments shall be made on the basis of the Multi-annual Action Plan and Budget (PAOMA) and the Annual Work Plan and Budget (PATO) of the Revenue Authority, on the basis of the following conditions:

(i) Indicative commitments for the year n+1 in May of year n: 

a) Based on the formal approval by Revenue Authority of the General Outline of the Work Plan and Budget for the year n+1 (PATO – Annual Work Plan and Budget), up to the 15th of May of year n, the Signatory/Development Partners shall sign, by the 31th of May, an indicative commitment of funding for the year n+1, allowing for the agreed commitments to be included in the State Budget estimates. 

b) The indicative commitments shall be communicated by the Signatory/Development Partners to the Revenue Authority and the Partnership Committee, at the same time as the indicative commitments are made for the provision of the General Budget Support, within four weeks after the conclusion of the Joint Review of the Support to the State Budget, and not later than the end of May.
(ii)  Indication of confirmed commitments for year n+1 by 31st August of year n: 

a) The Annual Work Plan and the final Budget for year n+1 will be delivered by the 20th of August of year n, after its discussion by the Partnership Committee (PC) following the Annual Review (AR), and shall be used by the Signatory/Development Partners to confirm their final commitments.   

b) For year n + 1, the indication of confirmed commitments shall be delivered to the Revenue Authority by the Signatory/Development Partners by 31 August of the year n.
(iii) Disbursement Plan for year n+1: 

a) During the fourth quarter of year n, the MF shall elaborate a financial plan for year n+1. On this basis, and in coordination with the Revenue Authority, the Signatory Partners will establish a disbursement calendar not later than the 15th of November of year n. 

b) During the year n + 1, the Signatory Partners and the MF may mutually agree to revise the disbursement calendar, in order to respond to possible modifications.
2.4.3
Flow of funds
(i) The funds to be provided by the Signatory Partners shall be channelled to a Bank Account of the Revenue Authority, in foreign currency, to be opened for that purpose with the Bank of Mozambique. The necessary information on that bank account will be communicated in writing to the signatories/development partners.
(ii) The account shall be fed by the disbursements to be made by the Signatory Partners, according to the disbursement plan agreed upon and carried out according to this MoU.
(iii) As long as the multi-currency single treasury account (CUT) is not established, the funds deposited in the Revenue Authority bank account opened with the Bank of Mozambique will be transferred to the bank account(s) in USD or MT opened by the Revenue Authority, according to the expenditures and acquisitions which are being authorized. 

(iv) The direct utilization of the CF by the Revenue Authority, to cover its expenditures and the liabilities assumed for the development of the revenue reform, should abide by SISTAFE rules, according to the approved disbursement plan.
(v) As soon as the Revenue Authority starts the direct execution of expenditures through the multi-currency account (CUT), the funds will be transferred from the foreign currency account in the Central Bank directly to the single treasury account CUT in MTn, USD or Euro, whilst obeying to the procedures for direct budget execution, as defined by law and compulsory for all public entities that are subject to control by the Administrative Tribunal (Tribunal Administrativo).


 2.4.4 - Disbursement Procedures.
(i) The funds provided by the Signatory Partners to the “Revenue Authority Reform Program” shall be disbursed in accordance with the following procedures: 
a. The disbursement of funds for the CF shall be made in accordance  with the disbursements calendar agreed upon by the Signatory Partners and the Revenue Authority, after the reception of a written request for funds by the Revenue Authority,. 

b. The request for funds shall make reference to the approved Annual Work Plan and Budget, for which the financing is requested, as well as to the agreed disbursement plan. The funds shall be transferred to the accounts in MTn and USD, proceeding from the foreign currency account of the Revenue Authority at the Central Bank.
c. The actual disbursement to the CF shall be conditioned by the reception of the agreed reports and plans and by the provisions defined in the present MoU. 

d. In an evident case of fraud or of a major deviation of the agreed Annual Work Plan and Budget, the planned disbursement can be delayed or even cancelled, in case not sufficiently corrected, after being detected and notified. 

 2.5 - FC Management Unit - Attributions and Competences.
(i) The body in charge of ensuring the implementation of the rules established in this MoU, as well as responsible for the adequate management of the Common Fund, is the Executive Committee for the Management of the Common Fund (CEFC).
(ii) The CEFC is constituted by representatives of the various relevant sectors of the Revenue Authority, designated by the Dispatch of the 25th of May, 2007 of the respective president, which are endowed with the necessary capacities to assure the coordination and management of the Common Fund, in accordance with the procedures and rules defined in this MoU. 

(iii) The Revenue Authority shall ensure the necessary capacity building, in terms of human and technical resources, and of access to the management tools, for the adequate management of the reform project in general, and of the activities financed by the Common Fund in particular. 

(iv) More specifically, capacity building shall be assured in the following areas:
· The activity of planning, budgeting and the management of funds; 

· Execution of the respective budget (including accounting and financial 


reports); 

· Monitoring of activities and strategies; 

· Implementation reports.  

(v) The Revenue Authority, through the CEFC, shall prepare a Multi Annual Action Plan and Budget (PAOMA) by the 15th of May within the scope of the Medium Term Fiscal Framework, detailing the set of activities to be carried out in order to achieve the objectives of the “Revenue Authority Reform”. The activities financed by the CF are part of PAOMA. The Action Plan shall contain an updated matrix for monitoring, with the description of the respective indicators. 

(vi) The PAOMA shall be detailed in Annual Work Plans and Budgets (PATO). 

III - Partnership Commission (PC).

 3.1 - Creation of the Partnership Committee.
(i) A Partnership Committee (PC) will be created, which will be the main forum for the exchange of information on the “Revenue Authority Reform”. 

(ii) The Partnership Committee shall be constituted by: 

a) Four representatives of the Revenue Authority, one of which will be the President of the PC indicated by the Revenue Authority President; 
b) A representative of each of the Signatory Partners;
c) A representative of the IMF to be indicated by the Resident Representative in Maputo.

(iii) Other senior staff members of the Revenue Authority or from the MF may be invited to participate in the PC meetings, as well as external experts and partners, when such is considered relevant. 


 3.2 - Object. Attributions and Competences.
(i) The Partnership Committee is the main assessment and decision body on all the issues related to the implementation and execution of the present MoU, and which are not within the competence of the other bodies created by this MoU, or which are of the exclusive competence of the Signatory Partners. 

(ii) The Partnership Committee will analyse and provide recommendations on the following matters:
a) Assessment of the activities of the Revenue Authority financed by the CF of the previous year; 

b) Assessment of the performance of the Revenue Authority in relation to the execution of the strategic activities matrix; 

c) Multi Annual Action Plan and Budget (PAOMA)
d) Annual Budget and Work Plan (PATO);
e) Alterations to the PAOMA and PATO;
f) Reports of quarterly execution; 

g) Reports of annual execution;
h) Report of the external audit to the annual accounts of the CF
i) Selection, assessment and decision on the members to be integrated into the Quality Guarantee Group
j)  Terms of Reference for the external audit of  the annual accounts;

(iii) The Partnership Committee shall assume the functions and competences attributed to it in observance of the clauses foreseen in this MoU, namely:
a) To discuss the proposal of the Activities and Budget Plan to be financed by the signatories through the Common Fund;
b) Approve the terms of reference for the assessments to be carried out by the Quality Guarantee Group. 

c) Approve the terms of reference for the External Audit of the Common Fund annual accounts.
3.3 – Reviews.

The Partnership Committee will organize twice a year, a structured review of the plans in progress, as shown below:
a) Annual Reviews (AR):

-  
The annual review will be organized and carried out in April of each year.

- 
The Partnership Committee will assess progress during the previous year as well as future plans, based on the terms defined in point 3.2, and taking into account the following data:

1. Results and recommendations of the QAG missions (organized prior to the AR);

2. Results and recommendations of the review missions carried out by the IMF (done in a way that the IMF and QAG missions complement each other, avoiding duplication of tasks);

3. Quarterly reports about the previous quarter and annual reports about the previous year;

4. General outline of the Annual Work Plan and Budget for year n + 1;

5. Alterations of the Annual Work Plan and Budget for the current year, when necessary;

6. External Auditing Report.

b) Midyear Review (MYR):

· A Midyear Review will be organized and carried out in August of each year.

· The Partnership Committee will discuss progress of the current year and the proposal for the Work Plan and Budget for the following year, as defined in point 3.2 of this MoU.

· For review purposes, the following documents will be taken into consideration:

1. Results and recommendations of the review missions done by the Quality Assurance Group (QAG; see point 4.2.) (previous to the MYR and coinciding with the IMF reviews); 

2. Mission reports of the program review carried out by the IMF, within the scope of the implementation of the Revenue Authority Strategic Plan;

3. Quarterly progress reports of the current year (Trl 1 and Trl 2), as defined in point 3.2 of this Memorandum;

4. Final proposal of the Action Plan and Budget for year n + 1, including the monitoring goals. 


 3.4 - General Rules of Functioning.
(i) The Partnership Committee shall function as a collegial body, the decisions of which shall be taken on a consensual basis. 

(ii) Any eventual disagreement between its members shall be object of successive meetings until a final consensual decision is reached. 

(iii) The PC shall meet at least twice a year to ensure the accomplishment of the tasks attributed to it by this MoU. 

(iv) The additional meetings, which may be requested by any of its permanent members, shall be scheduled by the secretariat of the PC, within fifteen days after the reception of the request. 

(v) In the case of impediment due to absence of any of the permanent members of the PC, this shall be communicated to the applicant, for the purpose of the necessary rescheduling. 

(vi) The second adjournment of the same request for an extraordinary meeting determines the mandatory inclusion, by the President of the PC, of the subject matter of the request into the agenda of the first ordinary meeting to be held after the second adjournment.

 3.5 - Secretariat and Administrative Support.
(i) The President of the Partnership Committee, appointed by the Revenue Authority, has the task to assure the normal functioning of the Partnership Committee, guaranteeing an efficient management of the logistic and administrative support.
(ii) It is also the responsibility of the Revenue Authority to provide the administrative support for the PC, guaranteeing the normal flow of information to and from the members of the PC, the keeping of the archives and secrecy of all the information processed in the PC, as well as the elaboration of the minutes of the meetings and correspondence of the PC. 

IV - Assessment and Control Mechanisms. 

4.1 - Methodology for the Intervention and Control of the CF.
(i) The MF, through the Revenue Authority, as the entity responsible for the entire Revenue Authority Reform shall, in general, ensure the existence and functioning of the necessary mechanisms to guarantee the effective coordination of all the activities resulting from the implementation of the present MoU. 

(ii) The Revenue Authority will assure that the necessary procedures for the elaboration of reports on the assessment and control mechanisms are in place, and will be communicated to all the Signatory Partners as well as other partners involved in the Revenue Authority Reform in general. 

(iii) When deemed convenient, the Signatory Partners will be invited to participate, individually or in group, in the coordination mechanisms mentioned above. 

(iv) The Partnership Committee will be the main body in charge of the analysis, commentary and proposal for the circulation of assessment and monitoring reports on the performance of the tasks developed within the framework of the Revenue Authority Reform and foreseen in this MoU .
(v) Bilateral reviews of the implementation of the funding provided by a Signatory Partner, financed exclusively by this Partner, which are communicated and agreed upon with the Revenue Authority in terms of the calendar of implementation, shall be carried out only when the proper law of the Signatory Partners requires that a review has to be performed by a national or international auditing authority.  

(vi) The IMF and the QAG will carry out two review visits concerning the execution of the revenue authority reform program (midyear and annual review), the conclusions of which will have to be taken into consideration by the Revenue Authority and the Signatory Partners, in the review of the annual work and budget plans.
(vii) The activities of the Revenue Authority, carried out according to the tasks defined by this MoU for the management of funds coming from the Common Fund, will be developed obeying strictly the legislation which is applicable to budgetary operations of the GM concerning financial management, namely the regime established by Decree nº 54/2005, of 13 December, and complementary legislation, which defines the rules to be observed in the tenders for public works, supply of goods and services to the State. 
(viii) Other rules established by this MoU, as well in its appendices, can still be applied, as long as they don't go against or invalidate the general rules of budgetary execution mentioned in the previous item.


 4.2 - Creation of the Quality Assurance Group (QAG). 

Nature and Requirements. 

(i) To ensure the quality in the application of the funds provided  by the CF for the Revenue Authority Reform, the Quality Assurance Group (QAG) is created, composed of experts of recognized competence in Revenue Authority Reform, aimed at carrying out the assessment and specialized monitoring of the reform, and in particular of the execution of the CF. 

(ii) The members of the QAG shall not be in any conflict of interests with the Revenue Authority Reform. 

(iii) The selection of the members of the Quality Group will be done by the Partnership Committee.

(iv) The reports of the QAG shall be made available to the Partnership Committee. The general terms of reference of the QAG are attached to this MoU, as an Appendix.
(v) The missions of the QAG for the execution of its tasks as defined in this MoU shall be coordinated with the supervision missions of the IMF and, preferably, shall be carried out jointly. 

(vi) The QAG will be totally financed through the Common Fund;

 4.3 - Frequency of Assessment and Control.
(i) The Revenue Authority, through the GPECI, shall adopt a monitoring system for the activities to be developed within the framework of the Revenue Authority Reform Program which allows for: 

a. Monitoring of Activities: monitoring of progress with regards to the implementation of the activities of the Revenue Authority, as mentioned in the PAOMA and PATO, with special incidence in the activities financed by the Common Fund. The monitoring shall be carried out essentially through a series of key activities and accomplishment indicators.  

b. Strategic Monitoring: monitoring of the progress with regards to the accomplishment of the strategic objectives of the Revenue Authority, mainly through the identification of a limited number of indicators of results and outcomes, and including at least the main indicators mentioned in the PAF and the Strategic Matrix concerning the taxes, and the monitoring matrix of the Revenue Authority Strategic Plan for 2007-2010. 

(ii) The data resulting from the Monitoring System will constitute the basis of  the quarterly execution reports for the Partnership Committee. 


 4.4 – Reporting and Planning Requirements.
(i) Considering that they are essential requirements for the assessment and control of the activities of the Revenue Authority Reform Program, the following plans and reports shall be elaborated and presented: 

a. Multi Annual Action Plan and Budget (PAOMA), to be elaborated by the Revenue Authority, through the GPECI, specifying the set of activities that will have to be carried out in order to achieve the objectives of the “Revenue Authority Reform”. 
b. Quarterly report, until 30 days after the end of the quarter, including information with regards to activities, as well as to indicators of activities and of strategic monitoring.
c. The Annual Work Plan and Budget (PATO) will give a global overview of the activities planned for a specific year, identifying pecifically the activities to be financed by the Common Fund. 

(ii) The results of the assessments carried out by the Quality Guarantee Group will be presented by it in a report directed to the Board of Directors of the Revenue Authority, as well as to the Partnership Committee; 

(iii) Similarly shall be presented to the PC the reports of the external audit, when carried out, according to the terms and deadlines indicated in this MoU, as well as the following documents:
a) Annual Report, by the 1st of March of the following year; 

b) Annual Report of Audited Accounts, by the 30th of April of the following year;
c) Financial flows plan, by the 15th of November of each year;
4.5 - External audit. Regime.
(i) The financial execution of the Common Fund shall be annually subject to external audits, to be carried out by an external auditor, following instructions approved by the Partnership Committee.
(ii) The Terms of Reference for the external audit, to be elaborated and approved by the Partnership Committee, shall specify the general framework for the assessment process and, in particular, require that the external auditor gives his explicit opinion on:
a. The way in which the funds of the partners were made available, and if they were applied according to the agreed conditions; 

b. Whether the goods and services were acquired according to the approved budgets and the approved procurement principles;
c. Whether all the supporting documentation, registers and accounts were properly filed; 

d. Whether the income and expenditure accounts were elaborated in accordance with generally accepted models and accounting rules; 

e. Whether the method and the degree of efficiency in the preparation of the balance sheets correspond to generally accepted accounting rules, and whether they represent faithfully and truly the declarations of the financial situation.     

(iii) The report of the annual audit shall be presented to the Partnership Committee by the 30th of April of the year following the one to which the audit refers. 
(iv) The procurement of the auditor will be undertaken through a public tender, according to Decree no. 54/2005, of 13 December, which approves the Hiring Regulations of Public Works Contractors and the Provision of Goods and Services to the Government, and subject to approval by the PC.
V – Other Provisions.

 5.1 – Application and Interpretation of the terminology of the MoU

For the purpose of the application and interpretation of the dispositions of this MoU, the terms are used with the meaning foreseen in the glossary as presented in chapter VI, which is an integral part of this MoU.

5.2 - Conflict Resolution.
(i) The solution of any doubts or omissions that may arise from the implementation of the present MoU shall be requested from the Partnership Committee, in its quality of the highest body which represents all participants in this MoU.
(ii) The PC may request the special support from any of its Signatory Partners in the search for an adequate solution of the detected doubts or omissions, always trying to obtain consensus concerning the proposed solution.
(iii) In the case of a conflict between the signatories (GM/MF and the Signatory Partners) concerning the interpretation, application or performance of the present MoU, the signatories shall start a dialogue at the highest levels , in order to obtain an amicable and consensual solution. 

5.3 - Corruption Prevention.
(i) The GM/Revenue Authority and the Signatory Partners of the Common Fund shall ensure that all the staff and consultants dealing with the disbursement and use (internal or external) of funds from the Common Fund do not provide to third parties or seek, accept or receive promises from or by third parties, for themselves or any other interested party, any offer, remuneration, compensation or profit of any kind that may be interpreted as an illegal, fraudulent or corrupt practice.  

(ii) Any doubts related with corruption in connection with funds from the Common Fund (internal or external) shall be solved through the mechanisms of the present MoU.
(iii) If corruption cases are detected or denounced, the  PC shall promote the remittance of the eventual facts or evidence to the Anti-Corruption Authority in the Public Administration, in the terms of the applicable law.
VI - Glossary.   

· Bilateral Agreement: document signed between the GM and a Signatory Partner, which is a subscriber of the agreement in support of the Budget of the Mozambican State.
· External Audit: expert assessment on the adequacy to the accounting norms, good management practices and level of execution of the tasks developed and funds used within the framework of the revenue authority reform, executed by specialists from outside the Revenue Authority. 

· Collection of Taxes: all the legal and procedural processes foreseen in the tax norms which are in force in the Republic of Mozambique. 

· Indicative Financing Commitment: document signed by the Signatory Partner indicating the amounts, calendar and specific conditions to be observed in the supply of the indicated financing amounts. 

· Estimated Expenditures: the expenditures previously indicated in the annual budget approved by the PC, in relation to which the application is proposed of the specific funds to be requested for each disbursement. 

· Qualified expenditures: expenditures which are specifically identified and quantified, to be carried out within the framework of the Revenue Authority Reform, and which are corresponding to the implementation of tasks mentioned in the approved action plans or in the approved budget.
· Common Fund: instrument for the consolidation and management of the financial contributions to be provided by the Signatory Partners in support of the Revenue Authority Reform program  2007/2010.
· Confirmed Indicative Commitment: document elaborated by the Partnership Committee, congregating all the financing commitments already confirmed by the Signatory Partners, with the respective amounts and dates of provision. 

· Bilateral Mechanisms: agreements or decisions on financial instruments made by the Signatory Partners and the GM in support of the implementation of the tasks of the Revenue Authority reform, namely when aiming at the attribution of new funds or the creation of the corresponding assessment and control instruments. 

· Memorandum of Understanding: formal document signed by the Signatory Partners, which congregates the main terms, rules and mechanisms for the creation of the Common Fund and other instruments for the implementation of the support for the Revenue Authority Reform. 

· Modern Management Practices: set of rules and procedures accepted by national and international doctrine for a healthy and efficient implementation of tax and management policies within the framework of public entities endowed with administrative autonomy. 

· Signatory Partners/Development Partners:  the foreign entities or participant States which financially support the set of reforms of the Mozambique revenue authority.
· Disbursement Plan: document prepared by the Partnership Committee, containing the planning, calendar and quantification of the funding to be carried out within the framework of the Reform and to be provided by the Signatory Partners as their contribution to the Common Fund. 

· Revenue Authority Strategic Plan: document elaborated by the Revenue Authority containing the detailed description of  goals, objectives, activities and results expected from the activities of the Revenue Authority in the period foreseen for the development and consolidation of the revenue authority reform (2007-2010), according to the terms defined by the GM.
· Budgetary Execution Procedures: the administrative rules and procedures foreseen in Decree n.º 54/2005, of 13 December and other approved complementary legislation, regarding the budgetary execution of the expenditures financed by the Common Fund, which shall be exactly the same as those foreseen for the budgetary execution of a public entity such as the Revenue Authority.
· Revenue Authority Reform: set of goals, objectives and tasks to be carried out within the framework of the current reform program, aiming at the implementation of the Mozambique Revenue Authority, as defined in the Revenue Authority Strategic Plan for 2007 - 2010, and in the corresponding detailed plans. 

VII – Appendices 

 7.1 – Revenue Authority Strategic Plan 2007 – 2010;

 7.2 – PAOMA 2007-2008;

 7.3 – PATO 2007;

 7.4 – Budget for the Reform Program 2007 – 2008;

7.5 – Terms of Reference for the QAG.








Maputo,    5th  March 2010
The President of the Revenue Authority of Mozambique

_____________________________________________

Dr Rosário B.F. Fernandes

The Ambassador of Kingdon of Belgium
_____________________________________________

Jan Mutton
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MoU – Mozambique Central Revenue Authority and Partners for the Development of the Revenue Authority


