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FIDUCIARY ARRANGEMENTS
COUNTRY:       Belize
PROJECT Nº __BL-L1018___   NAME: __Education Quality Improvement Program______ 

EXECUTING AGENCY: ____ Ministry of Education, Youth and Sports (MOEYS)__
FIDUCIARY TEAM: ______ Paula Louis-Grant and John Primo _____
I. Executive Summary 

1.1 Program BL-L1018 will provide a $10 million loan from the Ordinary Capital (OC) Resources to finance the improvement in the quality of primary education, and the governance of the Belize education system. The Program will be executed by the Ministry of Education, Youth and Sports (MOEYS) through a Project Execution Unit (PEU).
1.2 The Bank conducted an integrity risk assessment of the MOEYS in 2013 to assess MOEYS’s overall management capabilities. The assessment indicates that there are insufficient human and financial resources to effectively execute the Program and conclude a medium risk. Based on the assessment and the magnitude of the program, it is recommended that additional support be hired for procurement and financial management to enable timely execution. The IDB’s policies and procedures will be applicable to procurement and financial management overall. The use of country systems is not yet available for the procurement of goods, consulting services or non‑consulting services for the Program the Bank is currently assisting the government with modernizing and strengthening its procurement and financial systems and advance toward increased use of country systems.
1.3 The last Public Expenditure and Financial Accountability Assessment (PEFA) for Belize, took place in 2009, concluded that some progress had been made in recent years to reform the PFM system in Belize through the undertaking of a number of measures, although important challenges remain. Further, the report maintained that a comprehensive and integrated government reform plan was non-existent.
1.4 Public Financial Management (PFM) in Belize comprises most of the main functions for budget formulation, budget execution, cash management, accounting, and external control; however, internal audit functions are non-existent and the procurement system not inadequately developed. The Government of Belize (GoB) is aware of these deficiencies and has expressed its commitment to improving its PFM functions and systems. In this regard, IMF-CARTAC, World Bank-SEMCAR, and IDB, have been providing, over the last 10 years, substantial Technical Assistance (TA) in PFM areas; nevertheless, the volume of TA received is not reflected in the level of progress achieved. This problem can be explained by the considerable power and autonomy to the Line Ministries (LMs), making it difficult for the Ministry of Finance and Economic Development (MFED) to implement TA recommendations. Additionally, another important cause for the problem is the lack of personnel and institutional capacity of the officers in charge of managing the PFM systems; all of them are public servants under the same rules of the Ministry of Public Service (MPS) and there is no specific career‑stream or regular training program for specific a PFM profile.

1.5 For this project the Bank is recommending the use of the national financial system, Smart Stream (SS), for the financial administration of the project by the PEU on a pilot basis and an off the shelf accounting package to assist with the financial reporting. A firm of independent public accountants acceptable to the Bank is recommended as the external auditor.

II. Executing Agency´s Fiduciary Context 
2.1 The results of the assessment indicate that the MOEYS do not have the necessary institutional capacity to execute this Program. The assessment indicated that even though the MOEYS shows commitment to the execution of the Program, the PEU lacks the human and financial resources to execute the Program.
2.2 It is recommended that MOEYS use SS on a pilot basis for the financial administration of the project, that semi-annual progress reports be submitted to the Bank including information of the execution of the budget by category and source of funding and annual financial statements of the program audited by a firm of independent public accountants eligible to the Bank be prepared for presentation to the Bank.

2.3 Whilst Smart Stream will be used on a pilot basis for the overall financial administration of the project, it is recommended that an off-shelf accounting program be used as a parallel system in the interim until the use of SS be reviewed after the presentation of the first Audited Financial Statements.

III. Fiduciary risk evaluation and mitigation actions 
3.1 The Project Team, in consultation with various stakeholders, has identified the major risks that are likely to affect the proposed project. A Risk Mitigation Matrix has been developed which outlines the necessary mitigation actions to be taken. A joint review of the Matrix will be undertaken on an annual basis and any necessary additional mitigation actions will be adopted.  

3.2 Based on the evaluation, we believe that whilst MOEYS is committed to the execution of this program and have experience executing the CDB financed operation, it lacks the human capacity to execute the new loan and also carry on its other commitments. Based on the assessment of country systems undertaken by the Bank in 2013, and the integrity assessment conducted in 2013, the fiduciary risk has been ranked as medium. It is recommended that the existing PEU in MOEYS be strengthened with the following human resources: a Procurement Specialist and Financial Specialist – this will be funded from grant resources and once the program becomes eligible, will be funded from counterpart resources. The Bank will finance a Long-term International Consultant to assist the PEU and MOEYS on technical matters related to execution of the programs’ components and sub-components.

IV. Aspects to be considered in the Special Conditions of Contract
4.1 In order to move forward the contract negotiations by the project team and mainly by LEG, herein are those fiduciary arrangements that must be considered in the special conditions:
a. Prior to the first disbursement: in accordance with the Bank, the Executing Agency will send to the Bank evidence that: the POM has been approved by the MOEYS Chief Executive Officer (CEO); and (ii) the MOEYS Chief Executive Officer has approved a list of names to establish the evaluation committee for procuring goods and services.
b. Rate of Exchange Agreed with the Executing Agency. The application of the exchange rate has been agreed with the Executing Agency as follows: (i) Reimbursement of Expenses made: - the effective rate of exchange on the date of payment of each expenditure, as published by the Central Bank of Belize; (ii) Reporting on Accounts or justification of the Advance of Funds:- the effective rate of exchange used in the conversion of the currency of the operation to the local currency; and (iii) Disbursements in alternate currencies from the US Dollar and the Belize Dollar:-In cases of direct payment and reimbursement of a guarantee of letter of credit, the equivalent of the currency of the operation will be fixed in accordance with the amount effectively disbursed by the IDB.

c. Financial Statements and Reports, audited or unaudited: (i) Semi-annual financial reports are to be included in the semi-annual progress report which will be submitted by the EA to the Bank; (ii) Annual financial statements of the project, audited by a firm of independent public accountants acceptable to the Bank, are to be submitted to the Bank within 120 days at the end of each fiscal year, beginning with the fiscal year in which the first project expenditures are incurred; and (iii) Final financial statements, audited by a firm of independent public accountants acceptable to the Bank, are to be submitted to the Bank within 120 days following the last disbursement date of the Program.

V. Fiduciary Arrangements for Procurement Execution 
5.1 The procurement fiduciary arrangements establish the conditions applicable to all procurement execution activities in the project.
5.2 Procurement Execution. Procurements for the proposed project will be carried out in accordance with the Policies for the Procurement of Works and Goods Financed by the Inter-American Development Bank (GN-2349-9), of March 2011; and the Policies for the Selection and Contracting of Consultants Financed by the Inter-American Development Bank (GN-2350-9), of March 2011, and with the provisions established in the loan contract and this procurement plan. In addition, for all projects, the Borrower is required to prepare and submit to the Bank a draft General Procurement Notice.
a. Procurement of Works, Goods and Non-Consulting Services: The procurement plan for the Program, covering the duration of project execution can be accessed through through the following link and indicates the procedure to be used for the procurement of goods, the contracting of works or non-consulting services. The review of technical specifications in all cases, during the process of selection is the responsibility of the sector specialist of the operation.
b. Procurement of Consulting Services: The procurement plan for the operation, covering the duration of project execution can be accessed through through the following link and indicates the procedure to be used for the procurement of consultancy services, and the method of selecting consultants. The Borrower is responsible for preparing and implementing the project, and therefore for preparing the TORs, short lists, selecting the consultants, and awarding and subsequently administering the contract.  

· Sole Source Selection and/or Direct Contracting: The requirements for Single Source Selection are provided for under Sections 3.6 and 3.7 (GN‑2349‑9) and Sections 3.9 – 3.13 (GN-2350-9). As laid out in paragraphs 3.6 through 3.8 of the Draft Loan Proposal, three direct contracts are foreseen: (a) the direct contracting of the Caribbean Examination Council (CXC) for the development, piloting and implementation of a teacher profession entry exam, including the training of MOEYS officials; (b) the direct contracting of the Community Systems Foundation for the consulting services for the EMIS; and (c) the direct contracting of Mount Saint Vincent University (MSVU) for the implementation of the activities of sub-components 1b and 1c.
· Selection of Individual Consultants: Individual consultants are employed on assignments for which: (a) teams of personnel are not required; (b) no additional outside (home office) professional support is required; and (c) the experience and qualifications of the individual are the paramount requirement. Individual consultants are selected on the basis of their qualifications for the assignment. Advertisement is not required and consultants do not need to submit proposals. Consultants shall be selected through comparison of qualifications of at least three candidates among those who have expressed interest in the assignment or have been approached directly by the Borrower. Individual consultants may be selected on a sole-source basis with due justification in exceptional cases. This is to be carried out in accordance with Section V (Selection of Individual Consultants) of GN-2350-9 paragraphs 5.1‑5.4.
· Training: The detailed procurement plan indicates to which consultancy services training and workshops are applicable. As per GN-2350-9 if the assignment includes an important component for training or transfer of knowledge to Borrower staff or national consultants, the TOR shall indicate the objectives, nature, scope, and goals of the training program, including details on trainers and trainees, skills to be transferred, time frame, and monitoring and evaluation arrangements. The cost for the training program shall be included in the consultant’s contract and in the budget for the assignment.      

c. Recurrent Expenses: Include payment of utilities and other office operating expenses of the PEU, if any. 
d. Advance Contracting and Retroactive Financing: No retroactive financing is foreseen for this operation.   

e. Domestic Preference: Determining whether it is appropriate and necessary to use domestic preference in the evaluation of bids should be guided by Appendix 2 of GN-2349-9 paragraphs 1-6.   
f. Other Use of national or other documents than the Bank standard documents for competitive bidding: None.
5.3 Thresholds (thousands of US$)

	International Competitive Bidding Threshold*
	
	National Competitive Bidding Range ** (complex works and non-common goods)
	
	Consulting Services

	Works
	Goods
	
	Works
	Goods
	
	International Short List

	>1,000,000
	>100,000
	
	100,000– 1,000,000
	25,000 - 100,000
	
	>200,000


* 
When procuring simple works and common goods and their amount is under the International Competitive Bidding thresholds, Shopping may be used.

** 
When procuring complex works and non-common goods with amounts under the NCB range, Shopping shall be used.

5.4 Procurement Supervision

a. Procurement Plan and supervision (PP): The procurement plan for the operation covering the duration of project execution can be accessed through the following link. It indicates the procedures to be used for the procurement of goods, the contracting of works or services, and the method of selecting consultants, for each contract or group of contracts. It also indicates cases requiring prequalification; the estimated cost of each contract or group of contracts; the requirement for prior or post review by the Bank. The procurement plan will be prepared to cover an initial period of eighteen (18) months and updated annually or whenever necessary, or as required by the Bank (www.iadb.org/procurement).  
VI. Financial Management

6.1 Programming and Budget. The Borrower has committed to allocate, for each fiscal year of project execution, adequate fiscal space to guarantee the unfettered execution of the project; as determined by normal operative instruments such as the Project Execution Plan, Annual Operating Plan, the Financial Plan and the Procurement Plan.
6.2 Accounting and Information Systems. Project accounting will be performed using the government’s financial management system – Smart Stream, in accordance with International Financial and Reporting Standards and International Public Sector Accounting Standards when applicable. SS will be supplemented with the use of another appropriate accounting system –such as Quick Books- to facilitate reporting under the project. Such parallel system will be in place for the first year of project execution in order to test and validate Smart Stream functionality and capacity to respond to project reporting demands. It will be the responsibility of the IDB Financial Specialist to assess the performance of SS and determine whether to discontinue the use of the parallel accounting system. It is expected that SS will: (i) facilitate the recording and classification of all financial transactions according to source of funding and categories of investment; and (ii) provide information related to, planned versus actual financial execution of the project, commitments made under the project, the financial plan for a 6 months period, financial statements, performance reports and any other reports that may be required from time to time by the MOEYS and/or the IDB.
6.3 Disbursements and Funds Flows The Executing Agency will be responsible for the submission of all disbursement requests to the Bank. Resources requested from Bank financing are payable according to the Advance of Funds for up to 180 days. The funds will be deposited into a Special Account, denominated in US Dollars, established exclusively for the Project at the Central Bank of Belize.
6.4 The EA will be responsible for the maintenance of adequate and original documentation to support disbursement requests. Such documentation include, accounting receipts, cancelled invoices, payment receipts, employment contracts, customs duties certificates, certificates of works, shipping, unloading and storage documents, goods/services received reports and any other payment support document acceptable by the Bank.
6.5 The Executing Agency commits to maintain strict control over the utilization of the funds Advanced so as to ensure the easy verification and reconciliation of balances between the Executing Agency’s records and the records of the Bank (LMS1 Report).
6.6 The PEU will provide adequate control over the utilization of all Advance of Funds balance, whenever 80% of said balance has been spent. Advances will normally cover a period not exceeding 180 days.
6.7 In order to request disbursements from the Bank, the Executing Agency will present the following forms and supporting documents:
	Type of Disbursement
	Mandatory Forms
	Optional forms/ information that can be requested by the IDB

	Advance
	Disbursement Request

Financial Plan
	List of Commitments

Physical/Financial Progress Reports

	Reimbursements of Payments Made
	Disbursement Request

Project Execution Status

Statement of Expenses
	List of Commitments

Physical/Financial Progress Reports

	Direct Payment to Supplier
	Disbursement Request

Acceptable Supporting Documentation
	List of Commitments

Physical/Financial Progress Reports


6.8 Generally, supporting documentation for Justification of Advances and Reimbursement of Payments Made will be kept at the office of the Executing Agency. Support documentation for direct payments will be sent to the Bank for processing. Disbursements’ supporting documents may be reviewed by the Bank on an ex-post basis. These reviews do not entail a blanket approval, based on the samples reviewed, of the whole universe of expenditures.
6.9 Internal Control and Audit. The EA will assume the responsibility for designing and implementing a sound system of internal control for the project. The system to be established should provide reasonable assurance that project funds are used for its intended purpose.
6.10 External Control and Reporting. For each fiscal year during project execution, MOEYS will be responsible to produce semi-annual financial reports for the project, annual audited financial statements and one final Audited Financial Statements at the end of the project. The Financial Statements will be audited by a firm of independent public accountants acceptable to the Bank. The firm for the auditing of the Program will be selected according to the Bank’s procedures (Document AF-200).
6.11 Financial Supervision Plan. Financial Supervision will be developed based on the initial and subsequent risk assessments carried out for the MOEYS. Financial, Accounting and Institutional Inspection visits will be performed annually, covering the following: (a) Review of the Reconciliation and supporting documentation for Advances and Justifications; (b) Compliance with procedures; and (c) Conducting Ex Post Review of Disbursements. 
6.12 Execution Mechanism. The MOEYS is named as the Executing Agency for this project. The structure to execute the Program will consist of a Steering Committee at the strategic level. A PEU in the MOEYS at the operational level will comprise a Program Coordinator, a Program Officer, a Financial Specialist, a Procurement Specialist and an Administrative Assistant. The Program Coordinator and the Administrative Assistant will be financed by the GOB, and the other positions with resources from the program. The PEU will have responsibility for the technical and financial management of the Program and oversee all the reporting and accountabilities of the Programmed.
6.13 Accounting and information systems. Project accounting will be performed using the government’s financial management system – SmartStream (SS), in accordance with International Financial and Reporting Standards and International Public Sector Accounting Standards. The SS will be supplemented with the use of another appropriate accounting system –such as Quick Books- to facilitate reporting under the project. Such parallel system will be in place for the first year of project execution in order to test and validate SS functionality and capacity to respond to project reporting demands. It will be the responsibility of the IDB Financial Specialist to assess the performance of SS and determine whether to discontinue or not the use of the parallel accounting system. It is expected that SS will: (i) facilitate the recording and classification of all financial transactions according to source of funding and categories of investment; and (ii) provide information related to, planned versus actual financial execution of the project, commitments made under the project, the financial plan for a 6 months period, financial statements, performance reports and any other reports that may be required from time to time by the MOEYS and/or the IDB.
6.14 External control and reports. For each fiscal year during project execution, the MOEYS through the PEU will be responsible of producing semi-annual unaudited financial reports for the project, annual audited financial statements and one final audited financial statement at the end of the program. The Financial Statements will be audited by a firm of independent public accountants acceptable to the IDB. The firm will be selected according to IDB’s procurement procedures for audit firms (Document AF-200).
6.15 Designated Account. The Program will have a designated Account in the Central Bank of Belize. For day-to-day operations the PEU will make payments from the Ministry’s account (consolidated account) and on submission of a memo to the Ministry of Finance and Economic Development (MFED), the funds are then reimbursed from the Central Bank Account to the Consolidated Account.
