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1. Context 
 

1.1 General project/program context (institutional framework) 
 

Presentation of CAHF 
 
The Centre for Affordable Housing Finance in Africa (CAHF) has been operating as an independent think tank in South 
Africa since May 2014, pursuing its mission of making Africa’s housing finance markets work. It grew out of the 
housing finance theme of the FinMark Trust, where its research and advocacy program began in 2003. CAHF’s work 
extends across the continent, and it is supported by and collaborates with a range of funders and partners.  
CAHF brings information to the market place to enable stakeholders in the public and private sector to make policy 
and investment decisions in favor of improved access to affordable housing. Our emphasis is on the role that finance 
plays in realizing this, and we champion market intelligence—data, market analytics and research—to stimulate 
investor interest and to support better policy. We are highly networked and engage with stakeholders at the local, 
national, regional, continental and global levels to support the realization of investment towards affordable housing 
in Africa.  
 
Vision: An enabled affordable housing finance system in countries throughout Africa, where governments, business 
and practitioners work together to provide a wide range of housing options accessible to all.  
 
Mission: To make Africa’s housing finance markets work, with special attention to access to housing finance for the 
poor, through the dissemination of research and market intelligence, the provision of strategic support, and ongoing 
engagement in both the public and the private sector; supporting increased investment, cross sector collaborations 
and a market-based approach.  
 
Goal: To see an increase of investment in affordable housing and housing finance throughout Africa—more players 
and better products, with a specific focus on the poor.  
 
All of CAHF’s work is directed at shifting investor interest towards the much larger market of the emerging middle 
class in urban areas across Africa, and using this to champion both improved housing conditions and economic 
growth, while also addressing inequality with the asset potential that housing offers. 
 
 
General Context of the programme 
 
Access to a decent housing in Africa is a priority. The last studies assess that 60% of the households live in 
insalubrious housing. Beyond the land and judicial questions, the mobilization of private investment to support the 
development of an affordable housing sector (defined as the sector financed by private investors according to a 
profitable economic model) is one of the main challenges. The financing needed to address the challenges is 
estimated to be upwards of USD 100 billion from now until 2020, with an average growth of 4,5% per year. Despite 
the will of the governments to support the availability of affordable housing for the populations by dedicating their 
public policies in this regard, only 1/5 of the estimated needs are likely to be covered by public funds. Consequently, 
private investment is necessary to enable access to housing for everyone.  
 
Housing finance is an especially underdeveloped financial service, notably because of (i) the lack of reliable data 
necessary to help investment decisions, and the adoption of efficient public policies to mobilize private funds, and 
(ii) sector weakness due to insufficient and unqualified number of trained stakeholders. This is particularly true in 
Francophone Africa where access to housing has always been considered a responsibility of the State, through state 
subsidized social housing, leaving the majority of the households out of the social housing programs, and without 
adequate financing solutions to improve their living conditions.   
 
The “Center for Affordable Housing Finance in Africa” (“CAHF”) has established itself as a vital platform for 
knowledge and experience sharing on housing finance.  Its work, and especially its annual report “Housing Finance 
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in Africa” are used by all the housing finance stakeholders, from the investors, to public authorities and research 
centres. Created by the FinMark Trust, it has been registered as an autonomous entity since May 2014.  
 
CAHF’s mission is to support the emergence of mature housing markets in Africa with a specific focus on access to 
financing for poor populations. CAHF develops its strategies through (i) information dissemination and market data, 
(ii) structuration and facilitation of stakeholders’ networks, and (iii) an approach oriented towards the development 
of tangible projects. The main objective is to attract private investors by providing data and useful contacts, to 
support the development of operational projects. CAHF’s action also helps for the definition of public housing 
policies that support private investors.  
 
In 2016 CAHF received a 5-years EUROS 1.5 millions (Around ZAR 23 millions) grant from the French Development 
Agency (AfD) to support the development of CAHF activities in Francophone Africa.  
 
The overall objective of the project is to strengthen the affordable housing finance sector in francophone Africa. 
The main objective of the project is to enable and promote private investments in the affordable housing sector in 
francophone Africa through the production of reliable and accessible data, as well as the creation of a community 
of qualified stakeholders. The project will target specifically low and middle income populations who have access 
neither to social housing nor traditional financing from banks. This will strengthen the financial inclusion of those 
populations. The specific objectives of the project are: 

a. structure a mature sector dedicated to affordable housing finance in Francophone Africa by 
supporting the growth of a network of affordable housing sector stakeholders and strengthening 
their capacities  

b. Support the publication of reliable and accessible data, to encourage both private investment and 
supportive public policies that catalyse investment 

c. Support information sharing on financial innovation dedicated to housing finance.  
 

 
1.2 Context of the audit 

In accordance with the provisions of Clause 3.2.8 of the Financing Agreement:  

“The Beneficiary agrees that the Project Account shall be audited at least three times for the duration of 

its utilisation. These audits shall be carried out by an independent and reputable auditing firm, appointed 

by the Beneficiary, subject to the Agency’s no-objection on the terms of reference of the audit mission and 

the appointed auditing firm. All audit costs shall be applied against the funds of the Grant. The auditing 

firm shall verify that all Advances paid into the Project Account have been used in accordance with the 

terms of this Agreement. 

Audit reports shall be made available no later than three (3) months following the end of each fiscal year 

for the Beneficiary. During the Drawdown Period, the Agency may carry out, or procure that a third party 

carries out on its behalf and at the expense of the Beneficiary, random inspections rather than systematic 

control of documentary evidence.” 

 
2. Objectives of the audit 

 
The objective of the audit is to express an independent professional opinion about the financial situation of the 
project and, in particular, the expenditure incurred during the periods under review, with regard to:  

i) the administrative, accounting and financial management of the project, 
ii) compliance with the procedures set out for project implementation in the financing agreement in order 

to ensure that the funds made available for the project have been used in accordance with the 
purposes for which they have been allocated.  
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Consequently, the auditor shall be required to express an opinion about the compliance of the expenditure, in order 
to ensure that the funds are managed in accordance with the rules and procedures set out in AFD’s contractual 
documents and used for the purposes for which they have been allocated. 
 
The accounting books and documents, accounting audit reports, auditors’ reports, project bank account statements 
and all the reports on the execution and control of the budget and financial years form the basis for the verification 
of the project Financial Statements. They should account for the financial transactions of the project in a faithful 
manner, based on an exhaustive verification of the documentary evidence of transactions, with references to the 
accounting standards and principles and administrative manuals and procedures in effect. 
 

3. Content of the audit mission and expected outcomes   
 

In view of the above, the audit mission comprises two stages: * 
 

- an audit of the project accounts  
 

- An analysis report concerning the compliance of the use of the project funds. The auditor shall give an 
independent and justified opinion on the financial situation of the project and shall, where appropriate, 
establish a detailed and objective assessment of any fraud, falsifications of financial statements, or 
misappropriation of assets from funds allocated to this project detected by the audit mission. A summary 
of this report shall be made setting out, in the form of summary tables, the situation of the financial 
execution of the project, the share of funds which are not or not sufficiently justified, according to the types 
of expenditure where anomalies are found. 
 

- An internal control letter which shall include the following recommendations: 

• The Procurement Process for Consultant and services providers Contracts; 

• The organization: administrative, management, financial and accounting execution and 

procurement; 

• An indication of the problems identified during the audit which are likely to have a significant impact 
on the implementation and continuity of the project; 

• Any other question that the auditor shall deem fit to bring to the attention of the audit requesting 
party.  
 
 

Then it shall provide a set of recommendations aiming to strengthen the organization and management system 
implemented for the CAHF project. 
 

o For all recommendations, the Auditor shall and prioritize the recommendations depending on the 
extent of the shortcoming which has been caused. The nature of the risk involved if the difficulty is not 
resolved shall also be specified, as well as the timetable for the implementation of the prioritized 
recommendations.  

o The recommendations may be summarized in the form of a matrix or recommendation plans, indicating 
the degree of importance/urgency for the implementation of the recommendation, the level 
responsible for the implementation, as well as an implementation schedule.  

 
When applicable, it shall also list the weaknesses or irregularities discovered during the audit, as well as a 
categorization by type of problem and proposals for regularization measures. This shall in particular highlight the 
internal and external causes of the anomalies or weaknesses identified. 
 
The expected deliverables are consequently as follows: 
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The audit report shall be broken down into (i) an analysis report concerning the compliance of the use of funds, (ii) 
a report on the internal control, (iii) a specific appendix reporting on the procurement process, its performance, and 
the requirements in order to improve it and (v) where applicable, a specific appendix comprising a list referencing, 
for each relevant observation/risk identified, the signs or suspicions of fraud, corruption or conflict of interest which 
may be related to them. 

 
4. Scope of the audit  

 
The financial analysis covers the period from the Signing of the Financing Agreement (February, 16th 2016) to October 
31st, 2018. 
 
The audit covers the account(s) Cheque Acc – 62617573698 and Call Acc - 62610873532, opened in the context of 
the project implementation with FNB Bank.  
 

5. Nature of the operation and methodology 
 

The audit shall give rise to all the tests, verifications and controls that the auditor shall deem necessary in the 
circumstances. The auditor will need to:  

- Control the accounting and justification of expenditure (existence and authenticity of documentary 
evidence, filing and archiving); 

- Verify the eligibility of the funded activities, their compliance with the financing agreement, as well as with 
the various project documents, and their materiality; 

- Ensure that the internal control mechanisms have been effective and, where applicable, make 
recommendations on how to improve them. The recommendations should be prioritized. 

 
More specifically, the auditor shall ensure, among other things, that: 
 

1- With regard to the effectiveness and conformity of the expenditure 
 

✓ All the resources have been employed, in accordance with the provisions of Financing Agreement n° CZZ 
2086 01 D, the basic project documents, and the annual technical and budgetary programming, where 
necessary, so as to ensure economy and efficiency, and for the purposes for which they have been allocated. 
 

✓ The total expenditure does not exceed the budget lines of the financing plan, as set out in the agreement 
CZZ 2086 01 D.  

 
✓ There is documentary evidence of expenditure and it complies and is consistent with what was approved. 

The auditor shall assess the methods for recording and filing this evidence. It shall verify the correspondence 
between the cash movements and the operations recorded in the project accounting systems. It shall 
thereby ensure that the funds made available for the project are traceable, from their release by the paying 
agency to their final destination (to do so, the audit shall provide a sampling methodology). The evidence 
is exhaustive and reliable.  

 
✓ There is consistency between the operating expenditure (salaries and bonuses, consumables, fuel, etc.) 

charged against the program funds and the actual consumption of the implementing structures 
(coordination staff, consumable needs, vehicle fleet, distances travelled for the needs of the service…). 

 
✓ Verify the compliance or non-compliance of the expenditure management, execution and control 

procedures applied under the project, compared to national procedures or those set out in the Procedures 
Manual.  
 

✓ Verify and analyze the consistency and regularity of the documentary evidence, and that the circulation, 
control and archiving procedures for documents have been respected. 
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✓ Assess, where necessary, the amount of the ineligible, irregular, unjustified or insufficiently justified 

expenditure (see methodology section below). 
 

2- With regard to procurement procedures 
 

✓ The “no objection” requests have been sent to AFD in accordance with the contractual provisions, and AFD’s 
“no objection letters” for the eligibility of the expenditure have been issued.  
 

✓ Establish the compliance or non-compliance of the procurement procedures and performance of public 
contracts applied under the project compared to national procedures (market price rules in particular), or 
those set out in the Procedures Manual and, in particular, the effectiveness and efficiency of the 
competitive bidding methods for suppliers, by comparing the cost of the goods and services procured by 
the project (consumables, equipment, intellectual services…) with relevant external references in order to 
assess the optimal cost of these acquisitions. The observable prices on markets could be used as one of 
these references. Where applicable, the auditor shall analyze factors which account for any differences 
observed between the acquisition cost and the optimal cost. On this basis, it shall issue practical proposals 
for the adjustment of procedures in order to reduce these differences, but also with regard to the 4 
following criteria: the relevance of the bidding documents, transparency, in particular the equity of access 
to public procurement (publicity, timeframes), the legality of bid assessment methods, and the 
legality/legitimacy of contract approval decisions. 

 
✓ The goods and services financed have been subject to contracts signed in accordance with the provisions 

of the Agreement and have been recorded in the accounts.  
 

✓ Ensure that the equipment procured with project funds is actually available and that it has been allocated 
in accordance with the project. 

 
3- With regard to compliance with the other procedures and undertakings  

 
✓ Special attention shall be paid to compliance with the counterparty’s internal decision-making circuits, as 

well as to compliance with the delegations of signing authority (signing of cheques, withdrawals from the 
account, signing of contracts, etc.).  
 

✓ The counterparty has contributed amount to be completed to the project financing (to be included where 
necessary, depending on the project structuring).  

 
 
In order to set up all this due diligence, the auditor shall: 

- Conduct the necessary cross-checking between the various books and other accounting and financial 
documents in order to ensure that the accounts kept and submitted are complete; 
 

- In accordance with the ISA 240 standard (taking into account the risk of fraud or error in the auditing of 
accounts) (to be adapted depending on the accounting standards applicable to the country), the consultant 
shall identify and assess the risks of fraud, obtain or provide sufficient evidence of the analysis of these risks 
and, where appropriate, address the fraud identified or suspected. 
 

For the purposes of the exercise, without the indications given being exhaustive, the table below summarizes how 

the expenditure with anomalies should be qualified: 
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The auditor should use this terminology or, where necessary, propose a different terminology and explain the terms 
of it. 
 
The audit report shall contain an appendix qualifying all audited expenditure with anomalies as per the following 
template : 
 

DATE - N° 
of 
ORDER  

N° of  
Book 

N° of 
Documentary 
evidence 

Name of 
the 
OPERATIO
N  

UNJUSTIFIE
D 
EXPENDITU
RE 

INELIGIBLE 
EXPENDIT
URE 

INSUFFICIE
NTLY 
JUSTIFIED 
EXPENDIT
URE 

In case of 
programmat
ic 
expenditure, 
concerned 
Programm 
line 

Descripti
on of 
anomaly  

Comments 
of the 
auditee 

XXX XXX XXX 
 

 XXX   
 

 

XXX XXX XXX 
 

  XXX  
 

 

XXX - XXX 
 

XXX XXX   
 

 

 
6. Deliverables and Schedule  

 
6.1 Schedule  

 
The duration of the on-site audit work shall be no more 10 man-days (2 weeks). Once the auditor has completed its 
on-site work, it will have 5 days to submit its interim report. 
 

  Type of expenditure Definition Examples 

    Expenditure:        

    Ineligible 

Expenditure:        

- For which the documentary evidence 

provided shows anomalies or is not reliable; 

- Not provided for in the project budget   

 

- Expenditure for which the execution does 

not comply with a law, decree, order, etc. 

 

Renovation of a private villa (illicit nature) 

Undated pro forma invoices (need for a more in-depth analysis in order to 

determine whether or not they are fraudulent) 

Taxes not provided for in the financing agreement  

Per diems higher than the amount provided for by the project  

Mission expenses received with no mission order attached to the set of 

documentary evidence 

Mission expenses received higher than the limits authorized by the law (per 

diems) 

 Unjustified 

expenditure  

Expenditure incurred but for which no 

documentary evidence has been provided  

 

 

Insufficiently justified 

expenditure  

 

Expenditure for which the documentary 

evidence provided is incomplete, in 

particular with regard to the nomenclature 

of the Project Operations Manual   

 

There is no delivery note or certificate of service 
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After this date, the contracting party will have 10 days to read it and address its observations to the auditors who, 
on the basis of these observations and the documentary evidence which will have been submitted, will have 10 days 
to submit their final report. The latter shall, where appropriate, report on the observations and documentary 
evidence which have led them to change their opinion.  
 
Final document submission shall be addressed to:  
Olivier Vidal  
 
For AFD: Lucie Astier Such – Project Manager 
Agence Française de Développement 
Division DOE/AFI/IFP 
5 rue Roland Barthes 
75 012 Paris - France 
astiersuchl@afd.fr 
 

7. Additional information 
 

The auditor shall have access to all the legal, accounting and financial documentation, the correspondence, and 
any other information about the project deemed necessary. The auditor shall obtain confirmation of the amounts 
disbursed and of the balance of accounts from the project account. The information available should include copies 
of: the project evaluation document, the financing agreements, the financial management assessment report, and 
the supervision reports. 
 
It should be specified that annual accounting audits have been conducted for the years (to be completed). They 
may be submitted.  
 
The auditor shall also schedule a meeting with AFD’s headquarters (via phone if necessary).  
 

8. Composition of the Audit Team 
The audit firm selected shall be an international or national firm and part of an international network which has 
received a “no objection letter” from AFD.  
 
The composition of the audit team shall be decided by the Service Provider.  
 
However, the audit team shall comprise at least two people, including an audit manager, with at least ten years’ 
experience in financial auditing and professional references for similar audit work (i.e. audits of projects/programs 
financed by development partners). He/she must also be listed on the register of a recognized association of 
chartered accountants. 
The configuration proposed for the audit team shall take into account the specific nature of the operations which 
will be conducted with the public sector services on the one hand and, on the other hand, with private sector 
operators and/or associations.  
 

9. Payment 
 
An initial payment of 30% of the amount of the firm tranche shall be made, following AFD’s “no objection letter”, at 
the signing of the contract. A second payment of 70% of the amount of the firm tranche shall be made upon receipt 
of the final audit report, following AFD’s “no objection letter”. 
 

Deadline for submission is December 14, 2018 and audit work should be scheduled to start by January 2019. 
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