~BAfter 8 years, study shows Cardoso was right to question donor-funded loans~b
Questions Carlos Cardoso raised in 1998 about misuse of donor funds linked to the banking scandal have finally been answered in a study completed in December 2005, five years after his assassination. And the study shows Cardoso was mostly right.
Carlos Cardoso was investigating banking scandals for several years before he was killed on 22 November 2000. In March and April 1998 he published articles in Metical (182 and 199) in which he alleged that $17 million from five donors had been lent between 1992 and 1994 to Antonio Simões for the purchase of inputs for CSM and Trefel, two metal working companies in Maputo that he controlled, and had been misused -- perhaps to pay for his purchase of Banco Commercial de Moçambique. 
The loans were organised by senior Frelimo figures, including some close to the then President Joaquim Chissano, and who were subsequently involved in bank scandals. For example, Octávio Muthemba was then vice-minister in charge of heavy industry and became chair of Banco Austral, which was subsequently bankrupted by bad loans. António Siba-Siba Macuacua was murdered on 11 August 2001 as he was investigating those loans.
The five donors cited – Germany, France, Switzerland, Norway and Sweden – refused to answer Cardoso’s questions. On 16 July 2002, after his murder, Joseph Hanlon circulated an open letter to the five donors, again raising Cardoso’s questions. There was no public response, but in 2003 the embassies of Norway, Sweden and Switzerland commissioned Deloitte to look at the loans to Simões companies using their funds. This report was submitted on 5 December 2005. France never responded, and its $6 million in loans are not covered.

The loans were a form of import support, known as “acordos de retrocessão”; loans were agreed by the Ministry of Planning and Finance (MPF). Deloitte looked at $7.7 million in loans supposedly using Norwegian, Swedish and Swiss funds – only to discover in the chaotic paperwork that loans where the contracts said Swiss funds were fact using German funds. MPF had a “general practice” for granting these loans, but Deloitte found that “in this case, we have no evidence that this practice was followed.”
Deloitte also found that CSC and Trefel never repaid the loans. “At the Ministry of Plan and Finance, no additional documentation or explanation was made available.” MPF proposed a debt restructuring, in which debt would be converted into share capital, but this was never done. ”The control made by the Treasury is considered to be of a low standard”, Deloitte adds.
All of the money was allocated to import specific equipment and raw maerials and it was all checked in Europe by SGS – Société Générale de Surveillance. But Deloitte found that pre-inspection “was not the most adequate”. It cites the case of the import for $1.5 million of second hand screw machinery from another company owned by Simões, where “considering the inter-company relationship and the age of the machinery, an independent revaluation of the equipment should have been required by the Mozambican authorities, but did not occur”. 

It appears the little if any of the imported material was ever used. Deloitte found that CSM “is completely paralysed” and the projects for which equipment was imported were never carried out. The screw plant was never assembled and is “in bad condition”. Cranes and metallic structured imported from Spain and Portugal in 1996 for $2 million were never assembled. Trefel “is running at a minimum of activity” with “small production of wood nails and wire netting”.
So could Simões have used these loans to pay for his purchase of Banco Commercial de Mocambique? Not directly. As Deloitte stresses, all the money was used to buy equipment and supplies, which were actually imported.

But it could have been used indirectly. A scam used repeatedly by Portuguese businessmen working in Mozambique, for example in the textile industry, was to import scrap machinery which could be purchased for almost nothing, but claim it was good second hand machinery. They could then pocket the difference between what the charged their Mozambican company and the much smaller scrap value of the machinery. Citing the example of the screw machinery, which was never assembled or used in Mozambique, Deloitte makes clear that the pre-inspection would not have prevented this. At this time, European Union grants were also available for exporting machinery in the iron and steel industries as part of the EU cutting capacity. With grants and profits on second hand machinery, Simões could have accumulated several million dollars which he could have put toward the bank. But there is no evidence for this, and the donors did not ask Deloitte to investigate this key issue.
There are five background documents posted on my new website

http://www.open.ac.uk/technology/mozambique
+ Metical 199 and Metical 182 (1998) with the original reports on the loans and questions to donors

+ My 2002 open letter to the donors

+ My 2001 article on Simões, CSM, Trefel and BCM

+ My 2001 article series on the bank scandals: “Killing the goose that laid the golden eggs”
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