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OFFICE OF THE DIRECTOR OF AUDIT
TREASURY BUILDING (TOP FLOOR)
ROSEAU
COMMONWEALTH OF DOMINICA

9" May, 2008

The Honourable Minister for Finance
Financial Complex

Roseau

COMMONWEALTH OF DOMINICA

Sir,

| have the honour to submit my annual REPORT ON THE PUBLIC ACCOUNTS OF
THE GOVERNMENT OF DOMINICA in accordance with Section 83(4) of the
Constitution of the Commonwealth of Dominica and Section 5(1) of the Audit Act No. 5
of 1994, for the fiscal year ended 30" June, 2007; included also is my AUDIT
CERTIFICATE.

The Financial Statements have already been certified on 23 March 2008 and have
been transmitted to your office by the Accountant General.

Yours faithfully,

Sgnd Clarence V Christian

CLARENCE V. CHRISTIAN
DIRECTOR OF AUDIT



AUDIT CERTIFICATE OF THE DIRECTOR OF AUDIT
ON THE ACCOUNTS OF THE COMMONWEALTH OF DOMINICA
FOR FISCAL YEAR ENDED JUNE 30™ 2007

To: The Honorable Minister of Finance

| have audited the Statement of Assets and Liabilities of the Commonwealth of
Dominica — Consolidated Fund and other related statements of accounts for the year
ended June 30™ 2007, as presented by the Accountant General.

By Section 17 of the Financial (Administration) Act # 4 of 1994, the Accountant General
is responsible and authorized to prepare and present the financial statements of the
Commonwealth of Dominica — Consolidated Fund.

My responsibility as Director of Audit is to express an opinion on those financial
statements based on my audit in accordance with the provisions of Section 83(2) of the
Constitution of the Commonwealth of Dominica and the Audit Act # 5 of 1994.

| conducted the audit in accordance with generally accepted auditing standards along
with guidelines established by INTOSAI on government’s audits, which require that |
plan and perform the audit to obtain reasonable assurances as to whether the financial
statements are free from material misstatements.

The audit procedures included examination on a test basis, of evidence supporting the
amounts and other disclosures in the accounts and the evaluation of accounting policies
and estimates. These procedures have been undertaken to form an opinion whether in
all material respect, the financial statements so presented are in agreement with the
accounts and records of the Treasury, Ministries and Departments and present a fair
view of the financial transactions of the Government. | believe that my audit provides a
fair basis of my opinion.

During the course of my audit, | was not subjected to the control or direction of any
other person or authority.

In my opinion, except for concerns raised in Notes 5(iii), 6, 10 and 14, the Financial
Statements for fiscal year 2006/2007 presents properly, a true and fair view of
Government of Dominica — Consolidated Fund financial transactions as processed
through the Government Treasury.

Sgnd Clarence V Christian

CLARENCE V. CHRISTIAN, BA (Hons), MBA, MIIA, FFA
DIRECTOR OF AUDIT

March 23, 2008



8L1'L6v'88 099°60Z°€01L 8.1'L6¥88 099'50Z'€01

(6c2'606'c8) (6v6'26v' L) (582'¢62'L) 919'080'%
{06z 12v'90) £002/900¢ o} sniding  (195°9€0'62)
(6¥6°L6%'2) 9002/500Z Joos sniding  Z219°8e5°12 (ezz'00e') yseo  Z58'656'C
aNNd G31VAriosNod 1ev'2L seunsesll-qng  $9.°021
SONIMOYYOS
WY3L LMOHS
1£9'sE8'6 1£9'6ER'6F puny Bunjuig 8sv' vs'sy 1£9'568'6Y Leo'ses’st pung Bupjuig 88t g8y
ueoT juswidoeasQ pRUSH ueoT jusidoere(] leURD)
SINIWLSIANI SINIWLS3ANI
rrreLL'sL 966'€/6'L} 1626 ¥16'06
zes'ezo'sl shostelRIsIN  £80'G20°L1 1626 Rjsewsod  $16'96
LIE'Sh8 SO NANd  8YZ0ZL
¥E5'6E2 SlUSWURADY B0 $99'822
SIONVAQY SIONVAQY
ZHe' 118201 9zL's8l'vb
080'GZ}'EY junoooy Juelwdopreg 2896919 PE0'OPE'S 1¥9'c8Y 05
61£'926'1S SUNOOOY YseD BYIO  6Z8'H0°0E §92'6€9'Z snosieleasy  68/°C65'}
L9°90€E sisaidw]  g/6'9gy 08L'¥S SENPWPU]  658'/S
AL )] sjueby umo1d  Z¥9°055'h 685°ZST'EY sedO Algnd  /66°1€8'8Y
0 SJUSWUIBACD JBO 0
SIONVIVE HSVD slisod3a
$ $ $ $ $
1002 9002 ' 100Z 900Z
S13SSv s3alavii

L00Z INNCr 0 LV SV SALLITIGVIT ANV S13SSV JO LNJWILVLS
VIININOQ 40 HLTVIMNOWWOD



Commonwealth of Dominica

Statement of Investments

As at 30th June 2007
2006 2007
EC$ EC$ EC$
General Development Loan Sinking Fund(ECCB)
967.22 Call Account 101,883.61
14,084,966.43 Investments in Fixed Deposits 12,476,716.86
503,808.00 Investment in Treasury Bills 3,302,304.00
4,690,000.00 Investment in Bonds 4,690,000.00
19,279,741.65  Total Investments held with ECCB 20,570,884.47
Investments with Royal Merchant Bank
23,066,593.01 Sinking Fund 23,066,593.01
5,919,631.66 Debt Service Reserve 5,919,631.66
0.00 Security Account 0.00
278,522.02 Funds held on Deposit 278,522.02
29,264,746.69  Total Investments held with Royal Merchant Bank 29,264,746.69

48,544,488.34

Total Investments held 49,835,631.16

PROPERLY PRESENTED

CLARENCE V. CHRISTIAN
DIRECTOR OF AUDIT

23 2] 4

d%&rnmm GENERAL

Vi
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COMMONWEALTH OF DOMINICA
STATEMENT OF PUBLIC DEBT (EXTERNAL DEBT) AS AT JUNE 30TH 2007
PART | - LOANS SERVICEABLE FROM GOVERNMENT BUDGET

CREDITORS BALANGE BALANCE
AT JUNE 30 2006 AT JUNE 30 2007

Agence Francaise de Developpement 21,781,579 23,392,224
American Life Insurance(Decker) 4,714,335 4,714,335
Bank of St Lucia 1,469,625 1,469,625
Capital Life 1,747,952 1,747,952
Caribbean Development Bank 130,763,859 130,522,222
Govt / Central Bank of Belize 2,700,000 2,700,000
Eastern Caribbean Central Bank 4,610,504 77,206
Edghill & Associates 1,644,000 1,644,000
Export-import Bank of the Republic of China 27,823,461 29,169,870
European Investment Bank $4,459,097 $4,251,740
Government of Bahamas 4,050,000 4,050,000
Government of Barbados 13,500,001 13,500,001
Government of St. Vincent & the Grenadines 1,350,000 -
Government of Trinidad and Tobago 10,000,000 10,000,000
International Bank for Recon and Develop 9,812,289 7,930,663
International Commercial Bank Limited 6,750,000
International Development Association 60,514,673 66,915,020
International Fund for Agricultural Dev 7,462,252 6,973,189
International Monetary Fund 30,404,006 34,141,536
Kuwait Fund for Arab Economic Development 3,829,867 3,859,852
Life of Barbados 3,567,416
National Insurance Scheme - Grenada 2,700,000 2,700,000
National Insurance Scheme St Vincent 1,358,450 -
National Insurance Board Barbados $1,0886,000 $1,086,000
Planning and Stantec Limited (Barbados Mutual) 6,928,624 6,928,624
Royal Merchant Bank 82,582,059 82,582,059
Sagicor Life 1,016,384 4,583,800
Socilete Generale 28,185,895 28,185,895
Others 1,720,239 1,516,471
478,532,567 474,642,284




PART Il - LOANS NOT SERVICEABLE FROM GOVERNMENT BUDGET

BALANCE
AT JUNE 30 2006

Agence Francaise de Developpement 10,179,421
Caribbean Development Bank 99,947,583
European Investment Bank 8,048,820
Kuwait Fund for Arab Economic Development 7,996,366
Export- Import Bank of the Republic of China 3,705,015

GRAND TOTAL

PROPERLY

CLARENCE V. CHRISTIAN

DIRECTOR

?—?/}

PRESENTED

v

OF AUDIT

/a-&

EXTERNAL DEBT

OTHERS(Bonds)

Daphne Brown
Government of Hond
Guyana & Trinidad M
John Layne

National Insurance G
National Insurance G
George S & Rosamu
George S & Rosamu
George S & Rosamu
George S S Goodluc
OECS Drug Service
Phillip Beaman

St Vincent Insurance
St Vincent Insurance
St Vincent Insurance
St Vincent Insurance
St Vincent Insurance
Trevor Peters

Bdos Central Bank
IBM Canada

BALANCE
AT JUNE 30 2007

6,411,372
96,704,116
6,860,597
7,328,044

630,021

$129,877,205

$117,934,150

$608,409,772

592,576,434

fA UNTANT GENERAL

3,000
50,000
50,000
20,000

100,000

100,000

2,100
1,400
7.000
2,100
70,000
7,000
7,000
7,000
14,000
7,000
35,000
7,000
300,000
726,871

TOTAL

1,516,471
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GOVERNMENT OF THE COMMONWEALTH OF DOMINICA
ABSTRACT ACCOUNT — REVENUE AND EXPENDITURE
FOR FINANCIAL YEAR ENDED JUNE 30, 2007

RECURRENT REVENUE

Head #

110 Taxes on International Trade
115 Income Taxes

120 Taxes on Domestic Consumption
125  Property Tax

130 Licenses

135 Fees, Fines, Permits

140 Dividends & Royalties

150 Rents, Interests etc.

155 Financial Services

160 Other Revenues

165 Economic Citizenship

Total Recurrent Revenue

CAPITAL REVENUE

Head #

210
220
230

Local Capital Revenue
Receipts from Grants
Loan Funds

Total Capital Revenue

Opening Cash Balances 01/07/07

2006/007

Actual Revenue

$
57,157,157

53,661,692
129,722,926
7,156,356
15,390,731
11,545,403
1,310,196
4,624,065
4,050
10,324,567
4,237,380
295,134,523

921,125
82,198,113
9,853,548
92,972,786

39,677,537
$ 427,784,846

Xii

2006/007
Estimated
$

55,934,200
49,650,000
112,562,400
5,390,000
10,829,100
8,125,600
3,268,500
34,800
9,180,450

254,975,050

1,500,000
70,507,737
11,391,599
83,399,336

39,677,537
$ 378,051,923



RECURRENT EXPENDITURE

Head #

D21 President

D24  Ministry of Legal Affairs

D25 Legislator

D26  Audit

D28 Elections

D29 Ministry of Foreign Affairs

D30 Prime Minister's Office

D31 Ministry of Finance & Planning

D32  Ministry of Agriculture

D33  Ministry of Education

D35 Ministry of Community Development
D34  Ministry of Communications & Works
D36  Ministry of Health & Social Security
D39 Ministry of Tourism

D50 Establishment, Personnel & Training
D52  Ministry of Public Utilities

Total Recurrent Expenditure

CAPITAL EXPENDITURE

D21
D24

D29
D30
D31
D32
D33
D34
D35
D36
D39
D50
D52

President
Ministry of Legal Affairs

Ministry of Foreign Affairs

Prime Minister's Office

Ministry of Finance & Planning
Ministry of Agriculture

Ministry of Education

Ministry of Communications & Works
Ministry of Community Development
Ministry of Health & Social Security
Ministry of Tourism

Establishment, Personnel & Training
Ministry of Public Utilities

Total Capital Expenditure

Closing Cash Balances 06/30/07

2006/007

Actual Expenditure

$ 436,848
4,621,573

626,659
813,503
372,091
3,503,117
27,891,550
92,150,325
7,610,818
46,779,245
11,553,694
5,680,542
31,667,643
4,141,098
7,060,855
19,108,547
$ 263,998,108

157,306
894,137

98,538
1,383,584
7,384,426
1,995,937
6,429,149
8,272,387
1,977,667
1,569,253
2,865,871
2,156,590

12,453,067

47,637,910
$ 116,148,828
$427,784,846

2006/007

Estimated
466,606
4973,172

737,386
853,223
469,316
4,353,237
28,361,570
86,145,505
8,074,938
46,684,396
11,994,312
5,931,534
32,592,431
4,277,216
7,259,470
19,448,003
$262,622,315

157,932
894,137

116,526
1,440,560
9,002,938
5,642,017

22,530,224
42,257,568
4,312,878
4,415,533
5,693,070
3,431,224
24,374,991
124,269,588



GOVERNMENT OF DOMINICA — CONSOLIDATED FUND
NOTES TO THE FINANCIAL STATEMENTS
FOR FINANCIAL YEAR ENDED JUNE 30™ 2007

Note 1. Authority

The Consolidated Fund of the Commonwealth of Dominica is established under
the Authority of Section 76 of the Dominica Constitution Order and Section 7 of
the Finance (Administration) Act #4 of 1994. All public money is paid into the
Consolidated Fund and Parliamentary Authority must be obtained for any
expenditure out of the Fund.

Parliament provides the authority to make payment out of the Consolidated
Fund in annual Appropriation Acts and Supplementary Estimates. Unused
spending authority for expenditure appropriations lapses at the end of the fiscal
year.

Parliament approved the Estimates of Revenue and Expenditure for the year
2006/07 on July 18™ 2006. The General Warrant and Certificate required in
accordance with the provisions of the Finance (Administration) Act No. 4 of 1994
were dated August 2006 and signed respectively by the Honourable Minister for
Finance and Planning and the Financial Secretary. This Warrant authorized the
Accountant General to pay out of the Consolidated Fund the sums set forth in the
Estimates for the year 2006/2007, as they become due in accordance with the
Laws and Standing Regulations of the Commonwealth of Dominica

Note 2. Consolidated Fund Balance

At the end of the fiscal year on June 30™ 2007, the balance on the Consolidated
Fund was as follows:

Recurrent Revenue $295,134,523

Capital Revenue 92,972,786

Total Revenue $388,107,309
Less

Recurrent Expenditure $263,998,108

Capital Expenditure 47,367,910

Total Expenditure ($311,636,018)
Surplus 76,471,291
Fund Balance Accumulated Surplus at July 1% 2006 $ 7,497,949
Fund Balance (Accumulated Surplus) at June 30™ 2007 $ 83,969,240

Xiv



Note 3. Reporting Entity

These financial statements report the financial position, operations and
transactions resulting from the activities of the Consolidated Fund and comprises
the accounts of the Office of the President, Parliament, Office of Director of Audit,
Electoral Commission, all Government Ministries, departments, offices (including
the Public and Police Service Commissions) and all courts.

These financial statements are not summary consolidated financial statements of
the Government of the Commonwealth of Dominica. Separate audited financial
statements are prepared for all other Government organizations such as
statutory corporations. The Government has adhered to the general practice of
using the Consolidated Fund as its general operating fund.

Note 4. Basis of Accounting and Accounting Policies

The accounting policies and practices employed in the preparation of the Public
Accounts are not documented in any procedural or policy manuals but are
generally applied on a conventional basis. Additionally, the Notes to the
Financial Statements do not disclose the policies adopted in the preparation of
the statements.

The public accounts are prepared on the cash basis of accounting and not on
the accrual basis, with only those transactions involving an actual exchange of
cash "captured" in the accounts. Hence, these Public Accounts do not
necessarily conform to Generally Accepted Accounting Principles.
Consequently, revenues are recorded only to the extent that actual cash is
received, while expenditures are charged to the accounts only when payments
have been effected.

It must be noted that the Public Accounts as represented by the Financial
Statements, which do not disclose a complete and comprehensive picture of the
financial operations, activities and resources for which Government is
responsible, as well as Fixed and Current Assets of the Government, such as
land, buildings, roads, public stores, plant and equipment. These are all charged
to the Consolidated Fund as budgetary expenditures at the time of
acquisition/construction. In that regard, depreciation of Government assets is not
recognised although these assets may go on from one year to the next.

Certain financial obligations are also not disclosed as liabilities in the Statement
of Assets and Liabilities, such as the repayment of most loan obligations and
accrued interest thereon as, in the main. These moneys so raised are usually
recorded as revenue when received.

XV



Note 5. Cash Balances

These are all deposits and highly liquid short-term investments with various
financial institutions and would consist also of funds received from various
agencies for implementing projects. This comprised of the following: -

June 30, 2007 June 30, 2006
Crown Agents $1,557,242 1,550,642
Cash Imprest 306,641 426,973
Other Cash Accounts 45,686,269 34,041,829
Fixed Deposits 15,000,000 2,000,000
Development Accounts 43,125,080 6,165,682
Total $105,675,232 $44,185,126
A) The sub-heading ‘Other Cash Accounts’ included some of the following: -

0] Debt Restructuring Acc. — Escrow $22,033,053

This cash account is held at the ECCB and contains the interest amounts
due to bondholders who did not participate in the Government's debt
restructuring exercise. Interest earned on this account goes to revenue.

(i)  Electricity Fund Account $1,012,137

This account is held at the Bank of Nova Scotia and is derived from the
proceeds of a Loan taken by the Government of Dominica on behalf of
DOMLEC. The loan is repaid by DOMLEC at a higher interest rate than
what the Government contracted. The difference in interest rate in the
account is to be used for rural electrification.

(i)  IMF Account — ECCB $16,518,126

This account is held at the ECCB and represents amounts deposited by
the International Monetary Fund. The balance shown is as per the
computer system at the Government’'s Treasury. Attempts at reconciling
this amount with the actual balance at the ECCB have not been
successful. However the matter is under investigation.

(iv) Sale of Industrial Estate Account $741,250

This account held at the NBD represents the proceeds from the sale of a
factory shed. Interest earned and received on this account is accounted
for as revenue.

(V) Pointe Round Estate Account $3,080,870

This is the proceeds from the sale of the Pointe Round Estate deposited in
a fixed deposit at the NBD.
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B)

C)

(vi)  Financial Center Rental Account $2,300,833
This is the proceeds of rent received from tenants occupying the Financial
Center. The amount is held in an account at the NBD.

Fixed Deposits

The amount of $15M shown as fixed deposits was confirmed as being
held, by the Bank of Nova Scotia. These consist of five (5) fixed deposits
ranging from $1M to $5M each with a 6% interest rate for a one-year
period.

Development Accounts

These accounts are held at the National Bank of Dominica and the
amounts were confirmed by the bank as being held at June 30" 2007.
They comprised of the following: -

NBD 1150001245  Agriculture Diversification $ 22,070
NBD 115000272  Development Aid Account 34,112,429
NBD 115001196  Jimmit Housing Development 3,074,613
NBD 115003112  Northern Education Project 619,840
NBD 115002910  Ecotourism Sites 5,296,128
Total $43,125,080

() Development Aid Account

The amounts in the Development Aid Account contain all monies received
from the Governments of the Peoples Republic of China, Venezuela and
other development agencies to implement various projects in Dominica.

It must be noted that Funds received for specific development assistance
from the European Union (EU Funds) do not form part of the Development
Aid Account except funds received from that source for budgetary support.
The National Authorizing Officer (NAO) is the main custodian of all EU
funds deposited at local banks and is accountable for their management.
Although these double signature accounts are generally opened on behalf
of the Government of Dominica with the approval of the Financial
Secretary, the amounts remain the property of the European Union until
final disbursements or transfers are effected for the specific purposes for
which the funds were received.

Disbursements/transfers from these accounts are made on the basis of
payment orders submitted to the EU Delegation in Barbados for approval.
A Dispatch note from the Delegation generally confirms its approval.

The EU Delegation in Barbados appoints its own firm of auditors to audit

all EU Funds under the custodian of the NAO and a copy of the audit
report and findings is submitted to the Office of Director of Audit.
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Notwithstanding the foregoing, all EU Funds received as budgetary
support are accounted for in the Consolidated Fund.

(i) Ecotourism Sites

This is the proceeds received for site passes to ecotourism sites
throughout the island. These sites are managed by the National Parks. As
per the loan agreement with the Caribbean Development Bank, any
withdrawal from that account must have a no objection in writing from the
Bank.

Note 6. Bank Balances - Current Account
The balance on the Treasury’s system as at June 30™ 2007 showed the current
account balance at $7,366,223. However, this figure could not be reconciled with

the various current account bank balances.

The following were the bank balances as per the relevant bank statements:

June 30, 2007 June 30, 2006
National Bank of Dominica $12,023,725 $3,826,133
Royal Bank of Canada 413,844 318,833
Bank of Nova Scotia 766,762 155,304
First Caribbean International Bank 242,495 298,110
$13,456,826 $ 4,598,380

Parliament approved in aggregate an amount of $37M overdraft facility with the
various financial institutions in July 2006 to meet Central Government’s overdraft
requirements. The records indicated that Government had operated without
utilizing the overdraft facilities approved by Parliament, through out the financial
year.

Note 7. Investments
All investments are stated at market value, and the amount of $49,835,631

represented Government Investments as at the end of June 30" 2007 made up
as follows:

June 30, 2007 June 30, 2006
ECCB $20,570,884 $19,279,742
Royal Merchant Bank 29,264,747 29,264,747
Total $49,835,631 $48,544,489

Investments with Royal Merchant Bank remained the same as last year.
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Note 8. Loans Repayable to the Government of Dominica

The following loans are repayable to the Government of Dominica by Statutory Bodies
and Companies as at the end of the financial year.

Names Amounts
$
Dominica Port Authority 7,328,025
National Development Foundation 614,470
Dominica Co-op Credit Union League 53,821
Garraway Apatrtel 1,409,657
Southwestern Investments Ltd 1,114,630
White River Campground/Jungle Bay 6,123,257
Kootney Resorts 1,155,827
Total $ 17,799,687

Included in this amount is $9,803,371, which was advanced to local institutions
under the Economic Citizenship Private Sector Programme. In most cases the
Certificate of Title that was used as collateral did not have government’s interest
noted thereon and in one case the Certificate of Title was not deposited with the
Accountant General as per the signed agreement.

In an effort to facilitate the Promoters of the Economic Citizenship Private Sector
Programme in adhering to their side of the agreement as it relate to the
repayment of the loaned amount, the Ministry of Finance in January 2007 issued
letters to each promoter offering the following concessions:

1.

2.

Grace period on all debt to be extended to June 30, 2007

All accrued interest on loan balances up to June 30 2007 to be
waived.

An immediate cash settlement of the outstanding loan balance
would qualify the promoter for a 25% discount on the initial loan
balance.

An additional investment by the promoter in the existing project
would qualify for a further 25% discount on outstanding balance
owed. The investment to be valued at a minimum equivalent to
25% of the initial loan and to be made within a three-year period
thereby increasing the export ready hotel room inventory.

A combination of 3 and 4 above would qualify for a 50% discount
on the initial loan balance.
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6. Unpaid balances at June 30, 2007 will be rescheduled for
repayment over a period of 15 years (to 2022) at an interest rate of
3% per annum beginning July 1%, 2007

7. Under option 6, the Promoter will be required to sign a new
agreement, which will enable the Government to transfer the
arrangements to a bank for execution of the agreement.

At the time of writing (February 2008), the promoters had not taken
up the said proposal and the same situation exists. All of these
loans are in a serious state of delinquency.

Note 9.

a) Bonds

Statement of Public Debt

For the period under review bonds were valued and remained classified as

follows: -
Participating Long
Participating Intermediate
Participating Short
Special Consideration
Non-Participating
Total value of bonds

$85,346,110
8,732,359
29,446,000
200,000

_ 3,931,000
$127,655,469

Non-Participating bonds consist of bondholders who did not consent to

participate in the restructuring process.

Payment of bond interest is recognized as expenditure as it becomes due and
paid. Interests are paid semi annually and bonds are to be redeemed at the

existing face value.

b) Ninety- one (91) days Treasury Bills

The issuance of ninety-one days treasury bills continues to provide a source of
short term financing for the Government of Dominica.

The following are the listing of Treasury Bills as at the end of the financial year

Local Banks

Dominica Social Security
ECCB

Others

Total

XX

$
8,900,000
17,880,000
9,836,000
6,579,000
$ 43,195,000



Note 10. Domestic Loans

Cable and Wireless $17,774,530

The original amount of this loan was EC$21M which was used to finance the
twenty percent share acquisition in Cable & Wireless Dominica Limited. The loan
was initially serviced by the Government of Dominica through Cable and
Wireless’ retention of royalty payments due to the Government and applying the
same against the loan balance. In 2001 license fees payable to the National
Telecommunications Regulatory Commission, and spectrum fees payable to the
Eastern Caribbean Telecommunications Authority replaced royalty payments.

The Government of Dominica has not since 2001 serviced this debt, and the
balance shown by the Treasury as at 30™ June 2007 was $17,774,530. However,
according to information from Cable and Wireless the balance at that date was
$19,737,056. This matter has been in contention for a number of years and still
remained unresolved as at the close of the financial year.

Bank Loans
The following were the loan balances with the local banking institutions as per
the relevant bank statements:-

June 30, 2007 June 30, 2006
$ $
National Bank of Dominica $7,832,407 7,969,995
Royal Bank $6,804,667 6,920,000
Bank of Nova Scotia $4,783,368 4,929,961
$19,420,442 $ 19,899,956

a) The loan at the National Bank of Dominica was the former DBMC loan and
overdraft taken over by the Government of Dominica. The loan is to be
repaid over a twelve (12) year period with two years moratorium on
principal and carries an interest rate of 7.75%.

b) The Royal Bank of Canada loan consist of the former DBMC and
Government overdraft together with Government Debentures converted
into loan in 2005. This loan is to be repaid over ten (10) years with two (2)
years moratorium at an interest rate of 8%.

C) The term of the loan at the Bank of Nova Scotia is for twelve (12) years
with two (2) years moratorium at an interest rate of 8%.
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Notell. External Debt

Confirmation letters were sent to twenty (20) overseas institutions, responses
were received from thirteen (13).

The loan balances were checked against the relevant loan files at the Ministry of
Finance, the CS-DRMS Report generated from the Ministry of Finance Debt
Management Unit and the statements submitted by the various overseas
institutions.

As it relates to Agence Francais de Development, although a response of
confirmation was received, the loan balance for this overseas institution could not
be reconciled with the figures obtained from the Debt Unit of the Ministry of
Finance. There appears to be a misinterpretation in an agreement signed when
the loans were restructured. The matter had not been resolved at the time of
writing this report.

The total External Debt of the Government of Dominica including external
contingent liabilities at June 30, 2007 translated at exchange rates existing at
that date amounted to $592,576,434

Republic of China (ROC) Loans

Upon termination of diplomatic relations with the Republic of China on Taiwan,
the Government of Taiwan through the Export — Import Bank of the Republic of
China (Ex-Im Bank) initiated civil proceedings in the United States District Court
of New York on July 26, 2005 to have the entire amounts owed by the
Government of Dominica re-paid. Prior to the filling of the Civil Action, the
Government of Dominica had initiated discussions with the Ex-Im Bank with the
view to restructure the loans as part of the Government's loan restructuring
program.

On the date of filling the Civil Action the Government of Dominica had not
defaulted on the loans but owed the ROC in total US$11,304,985 in Principal and
US$212,336 in accrued interest. Before the legal proceedings, the Government
of Dominica was making and continued to make normal loan repayments to the
escrow account at the ECCB as per the initial loan agreements.

The Government of Dominica had to retain a law firm in New York and an answer
to the Civil Action was interposed by Dominica including seven affirmative
defenses. In order to eliminate the expense and risks associated with the Civil
Action the Parties decided to compromise and settle all disputes between them
regarding the claims in the Civil Action.

On September 21, 2006 the Parties notified the Court that they had agreed on

the terms of a settlement in principle and the Court on that basis dismissed the
Civil Action with prejudice and without costs. However, the Court provided that
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the Ex-Im Bank is permitted to reinstate the Civil Action if the settlement was not
fully effectuated.

The general terms of the agreement reached with the Ex-Im Bank calls for the
Government of Dominica to make direct payments on the seven (7) restructured
loans to Citibank NA in New York, account number 36999645 in the name of
Export - Import Bank of the Republic of China. Dominica shall repay each of the
seven loans by semi-annual installments on January 19 and July 19 each year
beginning January 19, 2007 as follows: -

Debt Principal Due int. rate Installment Final Pmt date
No.1 US$1,527,768 2% US$76,389 July 19, 2016
No.2 US$1,577,222 2% US$54,387 March 28, 2021
No.3 US$1,300,000 2% US$43,334 Dec. 07, 2021
No.4 US$1,416,662 3.5% US$67,461 June 20, 2017
No.5 US$ 916,666 3.5% US$21,826 August 28, 2027
No.6 US$2,083,333 3.5% US$71,840 March 19, 2021
No.7 US$2,400,000 3.5% US$82,759 Januaryl17, 2021

In addition to the above, the Government of Dominica had to settle all accrued
but unpaid interest on the seven loans as of June 10, 2006 totaling US$617,572.
To date the Government is current with its payments.

Note 12. Other Liabilities

Other Governments
For the year under review there were no outstanding amounts due to any
Government.

Public Offices ($43,252,589)

This amount takes into account net balances of various Deposits Accounts held
for Ministries/Departments and Divisions and includes but not limited to the
following:

Pointe Rounde Estate (3,080,870)

This liability is as a result of the sale of Pointe Rounde Estate. The money is
being held until the issue is resolved. The amount is presently deposited in a
fixed deposit at NBD Acc No. 120029896. The maturity date is 31/12/2008.
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Unpaid vouchers (1,101,227)
This represents payment vouchers that were not claimed for over 6 months.
These vouchers if remain unclaimed for 5 years are written back to revenue.

Suspense Account (1,259,433)
This account was opened to hold the unreconciled difference in the cashbook as
at December 2004, the cut off period of bank reconciliation statements.

Social Security Deduction Arrears ($204,364)

This is the Treasury’s balance as at June 30™ 2007. However, information
received from the Dominica Social Security showed the balance at that date as
$3,427,877. The Dominica Social Security applies penalties in the form of late
fees and interest to payments received, which are not being applied by Treasury.

Deposit to Secure Duties ($9,981,292)

This account contains amounts deposited by importers of goods on the request
of the Comptroller of Customs to secure duties payable when all the
documentation to clear such goods are not available. Once all the issues are
finalized and outstanding amounts settled, the Comptroller of Customs should
transfer the correct duties paid to revenue.

The amount in this account at the end of June 30" 2006 was $8,919,258;
however, at the end of the financial year ended June 30" 2007 the amount had
increased by about one million dollars and no transfers were made to revenue.
By not effecting the necessary transfers on a timely basis could result in an
understatement of revenue.

The above account is under the sole authority of the Comptroller of
Customs.

Sub Accountants
This relates to short-term borrowings in relation to the Sub Treasuries at Marigot
and Portsmouth as follows:

June 30, 2007 June 30, 2006

$ $
Sub Treasury Marigot (13,117) (9,221)
Sub Treasury Portsmouth (59,320) (111,543)
Total (72,437) (120,764)

Exchange Valuation IMF ($2,275,507)

This account was established to record transactions under the New Structural
Adjustment Facility (SAF) Loan Agreement, between the Government of
Dominica and the International Monetary Fund. The funds are kept at a special
account with the IMF, and transactions recorded in the account done through
journal adjustment vouchers.
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13. Value of Unpaid Cheques

The value of unpaid cheques constituted amounts issued and awaiting collection
with the Treasury’s Cashier as at June 30, 2007. These are all cheques for which
a six-month period had not elapsed.

June 30, 2007 June 30, 2006
$ $
Salary and Wages -DSS 33,544 149,869
Treasury Bills 52,198 82,628
Firms and Merchants 1,394,738 1,437,239
Overseas Firms - 904,185
Local Institutions 77,515 644,931
Individuals 3,258,813 3,447,415
$ 4,816,808 $ 6,657,267

14. Miscellaneous $20,561,129

The balance under this account was made up as follows:

$
Suspense — Other 16,238,057
Advances — Other 1,655,399
Stolen Cheques 2,178
Operating Acc ECCB 1,701,172
Mission in Washington 130,513
Remittances Marigot 10,000
Missions in New York (80,045)
Missions in Cuba 252,832
Dominica High Commission  (139,781)
Cashier 2,200
Missions in London 788,604
Total $ 20,561,129

According to the Treasury, Suspense — Other in the amount of $16,238,057
encompasses the following:

@) The result of non reconciliation of respective deposit and advances
accounts; resulting in outstanding balances appearing on these
accounts, in most cases the incorrect amount appearing as a credit.

(b) The amount includes $6,659,038 representing opening balances in
respect of entries for International Business Management (Economic
Citizen Programme).

(c) An amount of $3,238,500 representing two (2) loans which were
granted to DBMC

A request to write off the amount of $16,238,057 has since been submitted to the
Financial Secretary.
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15. Domestic Contingent Liabilities $28,807,833

According to Section 3(1) of the Loan Act, Chapter 64:05, of the 1990 Revised
Laws of Dominica, the House of Assembly may by resolution duly passed,
authorize the Minister responsible for Finance to borrow money from approved
sources or guarantee loans to statutory boards or public corporations.

In June 2006 Parliament approved in aggregate an amount of $5M that the
Minister of Finance could guarantee as overdraft requirements for Statutory
Boards and Public Corporations. The following were the overdraft and loan
balances for Statutory Boards at June 30™ 2007. The relevant local banking
institutions confirmed these balances.

Overdrafts

Roseau City Council 53,104
Dominica Solid waste Management Corporation 76,830
Dominica Export Import Agency 445,751
Public Works Garage 421,787
Dominica Lotteries Commission 395,733
Dominica Festival Commission 157,020
Dominica Broadcasting Service 404,313
Total Overdrafts $ 1,954,538
Loans

Government Housing Loans Board 3,208,388
Agricultural & Industrial Development Bank 14,548,219
Dominica Port Authority 3,867,029
Dominica Water & Sewerage Company 5,082,618
Dominica Broadcasting Service 147,041
Total Loans $ 26,853,295

Dominica Lotteries Commission

By Agreement dated 25" August 2006, Canadian Bank Notes Limited (CBN) and
Dominica Lotteries Commission engaged Canadian Bank Notes (Dominica) Limited
(CBND) with the assistance of CBN to organize, manage and operate in a professional
and transparent way all Lottery Games in the Commonwealth of Dominica.

Appendix “G” to this agreement indicates that CBND would take over the Dominica
Lotteries Commission liabilities, including bank overdrafts at the NBD. As at the time of
writing (February 2008), the Government of Dominica was still the Guarantor for the
overdraft at the NBD, as CBND had not yet taken over the responsibility for that facility
as per the agreement.

Clarence V. Christian
Director of Audit
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REPORT OF THE DIRECTOR OF AUDIT ON THE AUDIT OF
THE ACCOUNTS OF THE COMMONWEALTH OF DOMINICA
FOR THE FISCAL YEAR ENDED 30TH JUNE 2007

CHAPTER 1

INTRODUCTION

This Report for the fiscal year ended 30" June, 2007 is submitted to the
Honourable Minister of Finance for tabling in the House of Assembly in accordance with
Section 83(2) and (4) of the 1978 Constitution of the Commonwealth of Dominica.

AUDIT MANDATE

The functions and duties of the Director of Audit as provided in Section 83,
Subsection (1) to (6) of the Constitution are as follows: -

"The Director of Audit shall, at least once in every year, audit and report on
the public accounts of Dominica, the accounts of all officers and authorities of
the Government, the accounts of all courts of law in Dominica (including any
accounts of the Court of Appeal or the High Court maintained in Dominica),
the accounts of every Commission established by this Constitution and the
accounts of the Parliamentary Commissioner and the Clerk of the House.

The Director of Audit and any officer authorised by him shall have access to
all books, records, returns, reports and other documents, which in his opinion
relate to any of the accounts referred to in Subsection (2) of this Section.

The Director of Audit shall submit every report made by him in pursuance of
Subsection (2) of this Section to the Minister for the time being responsible
for finance who shall, not later than seven days after the House of Assembly
first meets after he has received the report, lay it before the House.

If the Minister fails to lay a report before the House of Assembly in
accordance with the provisions of Subsection (4) of this Section the
Director of Audit shall transmit copies of that report to the Speaker of the
House who shall, as soon as practicable, present them to the House.

The Director of Audit shall exercise such other functions in relation to the
accounts of the Government or the accounts of other authorities or bodies
established by law for public purposes as may be prescribed by or under any
law enacted by Parliament.”



1.3  The Constitutional independence of the Director of Audit is enshrined at
Subsection 7 of Section 83 of the Commonwealth of Dominica Constitution Order
1978, which reads as follows: -

"In the exercise of his functions under subsections (2), (3), (4) and (5) of
this Section, the Director of Audit shall not be subject to the direction or
control of any other person or authority.”

Nature and Scope of Audit

1.4  Sections 5 and 6 of the Audit Act No. 5 of 1994, outline the nature and scope of
the audit of Public Accounts as follows: -

1.5. (1) “The Director of Audit shall make such examinations and inquiries as he
considers necessary to enable him to prepare and submit reports as required by the
Constitution and this Act.

(2) The Director of Audit shall examine the several financial statements required by
Section 17 of the Finance (Administration) Act, 1994 to be included in the public accounts
and any other statement that the Minister may require for audit and shall express his
opinion as to whether they present fairly information in accordance with stated accounting
policies of the Government of the Commonwealth of Dominica and on a basis consistent
with that of the preceding year together with any reservations he may have."

1.6. (1) “The Director of Audit shall submit at least once a year a report to the Minister for
transmission to the House of Assembly on -

(a) the work of his office; and

(b) whether, in carrying out the work of his office in the discharge of his
duties, he received all the information, reports and explanations he
required.

(2) Each report of the Director of Audit under Subsection (1) shall call attention to
anything that he considers to be of significance and of a nature that should be brought to
the attention of the House of Assembly, including any cases in which he has observed
that -

(@) accounts have not been faithfully and properly maintained or public
money has not been fully accounted for or paid, where so required by
law into the Consolidated Fund;

(b) essential records have not been maintained or the rules and procedures
applied have been insufficient to safeguard and control public property,
to secure an effective check on the assessment, collection and proper



allocation of the revenue to ensure that expenditures have been made
only as authorised;

(c) money has been expended with due regard to economy or efficiency or
for purposes other than that for which it was appropriated by the House
of Assembly; or

(d) satisfactory procedures have not been established to measure and
report on the effectiveness of programmes where such procedures could
appropriately and reasonably be implemented."”

1.7 In financial audits, the Director of Audit and staff apply test checks in conformity
with standard audit practice, varying in content and depth as considered appropriate.
This is intended to cover, as far as possible, all material aspects of financial and
accounting transactions of the Government.

1.8 The Finance Act 4 of 1994 and the Financial (Stores) Regulations Chapter 63:01
of the Revised Laws of Dominica, places the onus for the proper discharge and
administration of Government finances on Accounting Officers and the preparation of
financial statements on the Accountant General. It is the responsibility of the Director of
Audit to express an independent opinion on the Government accounts based on the
audits conducted by the Office.

1.9 The audits were conducted in accordance with the Constitution of the
Commonwealth of Dominica, the Audit Act # 5 of 1994, other applicable Laws and
Regulations, and applying Generally Accepted Auditing Standards. The standards
established by the International Organisation of Supreme Audit Institutions (INTOSAI)
were also used as guidelines in the conduct of audits.

1.10 The audits were not designed to disclose every error in the accounts, or
fraudulent activities, but to ascertain whether the accounts were properly posted using
acceptable accounting systems; that internal control procedures against irregularities
and fraud were adequate and effective so as to give reasonable assurance that the
financial statements are free from material misstatements.

AUDIT APPROACH

1.11 The approach used by the Office of Director of Audit involved the use of a
number of techniques in order to obtain sufficient audit evidence about the effectiveness
of systems of internal controls existing at the various Ministries, Departments and
Offices, so as to determine whether there were adequate procedures over the receipt of
revenues and the disbursement of funds.



1.12 These techniques included: -
(a) Interviews with relevant officials at all ministries, departments and offices.

(b) Inspection of documents and records supporting receipts and
disbursements.

(c) Field visits to project sites.
Submission of Accounts

1.13 The Accountant General submitted in draft form to the Office of Director of
Audit, the accounts of the Commonwealth of Dominica — Consolidated Fund for auditing
on September 28, 2007. After several adjustments were effected, the final accounts
were submitted by the Accountant General on March 17, 2008 certified and signed by
the Director of Audit on March 23, 2008 and returned to the Accountant General for
onward submission.

1.14 The Financial Statements and Accounts itemised hereunder, have been
examined for the fiscal year under review.

Revenue and Expenditure Detailed Statements
Revenue and Expenditure Summary Statements
Abstract Accounts of Receipt and Payments
Statement of Assets & Liabilities

Statement of Advances

Statement of Deposits

Statement of Public Debt (Domestic & Foreign)
Statement of Investments
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1.15 The Office of Director of Audit is responsible for examining the Accounts of
Village Councils, Roseau City Council, Canefield Urban Council and Portsmouth Town
Council.

1.16 The examination of the Accounts of the Government Housing Loans Board
and the Education Trust Fund are also part of the responsibility of the Office.

1.17 Reports of these entities accounts are not required to be included in the
Annual Report but are dealt with under the relevant applicable laws.

1.18 The principal focus of the Department’s financial audit work is to provide
independent assurance that the annual financial statements of central government as
prepared by the Accountant General are true and fair and revenue and expenditure are
used in the manner and for the purposes intended by Parliament



1.19 The Office of Director of Audit operated with a staff complement of twenty (20)
inclusive of the Secretary, Filing Clerk and the Messenger. This means that after the
Director of Audit and two Auditors, fifteen (15) officers were available to conduct various
audits of all Government transactions.

1.20 The Audit Department is a specialised area, which requires public officers with a
certain level of technical training and a broad knowledge of accounting and auditing
skills.

1.21 For the period under review the staff compliment in the Audit Department were
as follows:
Director of Audit
Auditors
Audit Officers
Audit Clerks
Secretary
Data Entry Clerk
Messenger
Total
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Reporting Process and Practices

1.22 The Constitution and Audit Act allows the Director of Audit the discretion as to
the form and content of the annual report. The general practice however, is to report on
matters the Office believes to be significant and constitute an actual or potential loss of
public funds, lack of financial control, an impairment of accountability, or non-
compliance with legislation.

1.23 Generally the Director of Audit report does not contain reported errors or
deficiencies that have been or are being rectified, unless such deficiencies have
resulted in loss or it is believed that by reporting them will be instructive to other
Government entities.

1.24 All observations and recommendations that arise from audits are discussed with
senior management and/or Permanent Secretaries/Department Heads and
opportunities are provided for them to respond. In the interest of brevity, some of the
responses contained in this report are summaries of the responses received from senior
management.

Irregularities and Fraud

1.25 There have been a few instances of alleged irregularities and fraudulent activities
in the public sector in recent years. Some of the more high profile instances were-:

e The alleged computer fraud at the Computer Center



e The missing funds at the Marigot Police Station, which was
subsequently replaced by a senior police officer after a report from the
Office of Director of Audit.

e The alleged burglary at the Melville Hall Airport Immigration Section
where an alleged large quantity of money was taken.

1.26 The Office of Director of Audit thought it timely to document its expectations in
respect of the responsibility of management of Ministries, Department and other public
entities to minimize fraud and irregularities and the duties of Permanent Secretaries and
other Accounting Officers in the event of fraud and irregularities.

1.27 Fraud and irregularities always attract a great deal of interest, irrespective of its
scale and the amounts involved. Questions are always asked about how such
fraud/irregularity was perpetuated, and whether the controls designed to stop such
activity were operating effectively. In the public sector, the interest in such unwanted
activity is heightened because public money is involved and because those employees
entrusted with public money are expected to exhibit the highest standard of honesty and
integrity.

1.28 Management must make it clear that fraudulent behaviour is unacceptable, and
make employees especially those who deal directly with public money aware of the
consequences of transgression. One of the ways of communicating that awareness, is
by ensuring that the full force of the law is brought onto any employee who has betrayed
the public trust.

1.29 The Office of Director of Audit wishes therefore to express its strong concern
over the fact that the matter involving the alleged fraud at the Computer Center was
allowed to be thrown out of court because of lack of prosecution even if there was more
than sufficient evidence to prosecute the matter in court.

1.30 More disturbing is the fact that the officer allegedly involved in the alleged
computer fraud continues to receive up to this day fifty percent salary from the
Consolidated Fund even after the case was dismissed. While she remains interdicted
the matter is not re-instated in the courts. All efforts by the present Director of Audit and
Financial Secretary to have the matter either reinstated in the courts or resolved in
some form have thus far been futile.

1.31 Given the preponderance of evidence involved in this alleged computer fraud and
since the matter has been dismissed in the criminal court due to the absence of the
prosecution, the Office of Director of Audit is of the view that the Attorney General
Chambers should consider the possibility of a civil law suit in an effort to recover the
sums allegedly involved. Such alleged transgression on the Consolidated Fund
should never be allowed to pass by without the necessary consequences.



1.32 While the amount was refunded in the situation at the Marigot Police Station by
the officer involved, in each of the cases occurring at the both the Melville Hall Airport
and the Marigot Police Station, the Director of Audit in correspondences to the
accounting officer after the requisite audit review was conducted, opined that the
officers in whose custody that the cash was entrusted displayed a high level of
negligence in the handling of cash in their custody and that procedures for dealing with
such gross negligence should be invoked.

1.33 Such an opinion was given because the officers in question had breached in
every possible way, all the documented internal control measures put in place for the
handling of cash at both the Melville Hall Airport and the Marigot Police Station. As a
matter of fact a large sum of money was left overnight in a partially broken filling cabinet
at the Melville Hall Airport even while it was documented that no such sums of money
should be left overnight but should be deposited in the secured vault at the Marigot
Police Station. That very night there was an alleged burglary and the amount allegedly
stolen.

1.34 To date, the Office of Director of Audit is not aware of any disciplinary action for
gross negligence for the breach of internal control measures against the officers who
had custody of the cash at the Marigot Police Station and the Melville Hall Airport.

1.35 It is well known that the Office of Director of Audit does not have the authority to
institute legal or disciplinary proceedings against any officer who may have found to be
involved in some fraudulent activities or irregularities, but can only report the matter to
the relevant authorities and request that the amounts involved be immediately
recovered after the conduct of audit examinations.

1.36 It is therefore, the declared policy of the Office of Director of Audit that whenever
detected during the course of an audit, all fraudulent activities or irregularities will be
vigorously investigated and the findings reported to the relevant authorities. The Office
of Director of Audit also expects that the recovery of any loss of money or other property
will be vigorously pursued by all possible and practicable means.

Smart Stream System
1.37 The Integrated Smart Stream Product Suite consists of three systems:

e Financials
e Procurement
¢ Human Resource.

1.38 The system is now installed and functioning in all ministries and departments in
the public service. Some of the benefits associated with the system include but not
limited to-:

e Improved management of expenditure



e Improvement of the decision making process as a result of timely
information.

e Better management of the procurement and payment processes.

e Integration of personnel and payroll functions.

1.39 As has already been indicated, the full implementation of the Smart Stream
Integrated System has created new challenges to the Office of Director of Audit in the
manner with which it now has to conduct its auditing function. The Office must now
conduct its audits for the most part through and with the computer.

140 Over the past few years, the Office of Director of Audit has committed itself and
invested time and resources into the development of an integrated approach for the use
of Computer Assisted Auditing Techniques (CAATS) within the Office.

1.41 Various initiatives and activities have been undertaken so that CAATs can be
used effectively within the Office of Director of Audit. These Initiatives include but are
not limited to: -

e Purchase of two (2) user licenses for the IDEA Auditing Software; and an
additional three user licenses will be sourced along with a comprehensive
training programme sponsored by the World Bank.

e Purchase of additional computers including portable laptops for easy
access to data in the various ministries.

e Alterations to our audit methodology have had to be made for increased
efficiency and effectiveness.

1.42 To undertake the above, the full support and commitment of the Ministry of
Finance has been very encouraging. With the assistance of the World Bank some
EC$30,000 have been made available to source training for the IDEA Auditing
Software. We thank the World Bank for that gesture.
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Their invaluable assistance is greatly appreciated.



CHAPTER 2

ABSTRACT ACCOUNT
REVENUE

Recurrent Revenue - $295,134,523

2.1 These were checked against the Approved Estimates and the computer run
generated from the Smart Stream System. The total amount of $295,134.523 realized
for the financial year ended June 30, 2007 was $40,159,473 more than the amount
budgeted.

2.2  The items comprising Recurrent Revenue are made up of eleven (11) Heads.

A total number of ten (10) Recurrent Heads realized an amount of $40,159,473 more
than that budgeted; whereas one (1) Head realized $30,750 less than what was
budgeted.

2.3  Taxes on Domestic Goods and Consumption contributed 44% of revenue, which
is the highest contributor while the revenue Head Financial Services contributed the
least to revenue.

2.4  The Pie Chart below at Exhibit 1.1 shows the source and apportionment of the
greatest contributors to Recurrent Revenue for the year under review.

Taxes on Domestic Goods and Consumption 44%
Taxes on International Trade and Transactions 19%
Income Taxes 18%
Licences 5%
Other Revenue 10%

APPORTIONMENT OF MAJOR SOURCES OF
RECURRENT REVENUE FOR THE YEAR ENDED

JUNE 2007 Other Revenue
14%

-—

- . __—
Licences
Taxes on
5% .
International

Taxes on Trade
Income Taxes Domestic 19%
18% Goods
44%

OTaxes on International Trade  ETaxes on Domestic Goods
OlIncome Taxes OLicences
H Other Revenue

Exhibit 1.1



2.5 The trend in shortfalls and surpluses covering a five-year period are detailed in
Exhibit 1.2 for comparison.

Year Amount
2002/03 ($32.26)
2003/04 $37.01
2004/05 $61.71
2005/06 $35.09
2006/07 $40.15
Exhibit 1.2

2.6  The line graph at Exhibit 1.3 below depicts the trend in shortfalls and surpluses of
Recurrent Revenue.

TREND OF SHORTFALLS AND SURPLUSES OF RECURRENT REVENUE

$80.00
4
é $60.00
Q $40.00 $61.71
LL
o] .00 $35.09
0 $20.00 $37.01 $40.15
& $0.00 ‘ : : :
>
= ($20.00) | 2002/03 2003/04 2004/05 2005/06 2006/07
= ($32.36)

($40.00)

YEARS
‘ —— Shortfalls and Surpluses $M

Exhibit 1.3

2.7 The Heads that realized more than the budgeted revenue are detailed below in
Exhibit 1.4

Revenue Description Amount
Head

110 Taxes on International Trade and $1,222,957
Transactions

115 Income Taxes $4,011,692

120 Taxes on Domestic Goods and $17,160,526
Consumption

125 Property Tax $1,766,356
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130 Licences $4,561,631

135 Fees, Fines and Permits $3,419,803

140 Dividends and Royalties $1,310,196

150 Rents and Interest $1,355,565

160 Other Revenues $1,144,117

165 Economic Citizenship Programme $ 4,237,380
Exhibit 1.4

2.8 The following Exhibit 1.5 details the Recurrent Revenue Heads which realized
less than the amount of revenue budgeted.

Revenue Description Amount
Head
155 Financial Services $ 30,750
Exhibit 1.5

Capital Revenue - $92,972,786

2.9 Capital Revenue is comprised of three (3) Revenue Heads.

Local Capital Revenue 921,125
Receipts from Grants $82,198,113
Loan Funds 9,853,548

2.10 The Capital Revenue for the financial year ended June 30, 2007 totaled
$92,972,786 compared to $65,639,935 for the financial year ended June 30, 2006. This
represents an increase of $27,332,851 from the previous year and an increase of
$9,573,450 from the amount budgeted for the same year.

2.11 The Revenue Head — Local Capital Revenue and Loan Funds, contributed less
than that budgeted whereas Receipts from Grants realized more than was budgeted for
the financial year.

Local Capital Revenue

2.12 The greatest amount under this Head was from Housing Development Receipts
— a total of $714,201, which accounted for 77.5% of the total receipts and $100,000
from the Economic Citizenship Programme contributed about 11%. An amount of
$700,000 was budgeted for sale of State Lands, but no amounts were recorded under
that Sub- Head.
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Receipts from Grants

2.13 An amount of $65,135,737 was budgeted, and $82,198,113 was actually
received and collected, representing an increase of 26% of the amount budgeted.

2.14 The greatest contribution towards capital revenue was from the following
sources-:

Sources Amounts
$
Caricom Petroleum Relief Fund - Trinidad 24,731,425
Housing Relief Fund - Venezuela 22,177,635
Budgetary Support — European Union 11,621,500
CDB Grant 4,892,360

Loan Funds

2.15 An amount of $11,391,599 was budgeted and $9,853,548 was actually received
as Loan Funds Revenue.

2.16 From the budgeted amounts, loans in the amount of $388,905 were only
received from the Agricultural and Tourism Project (CDB).

2.17 Amounts totaling $9,464,643, which was not budgeted for the period formed part
of the total loan funds. They were as follows: -

Activities Amounts
Pottersville to Deepwater Harbour $ 86,608
Stabilisation Programme 9,378,035

2.18 The following Exhibit 1.6 details the Capital Revenue head that contributed more
than estimated.

Revenue Description Amount
Head
220 Receipts from Grants and Capital $11,690,376
Exhibit 1.6

2.19 The following heads contributed less than was estimated

Revenue Description Amount
Head

210 Local Capital Revenue $578,875

230 Loan Funds $1,538,051
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2.20 The trend of Recurrent and Capital Revenue Heads that contributed to the net

decreases and increases over the last five (5) financial years are shown in Exhibit 1.7

RECURRENT

REVENUE DETAILS 2002/2003 2003/2004 2004/2005 2005/2006 | 2006/2007

HEAD
Taxes on Int.

110 Trade  and | ($6,852,651) $10,615,701 $7,184,776 $2,999,042 $1,222,957
Transactions

115 neome ($7,259,399) | $4,414,779 | $7,221,564 $14,504,952 | $4,011,692
Taxes on
Domestic

120 Goods and | (86.355,706) $3,901,420 $6,045,639 $8,105,702 $17,160,526
Consumption

125 Property Tax - ($678,942) $3,637,856 | $5,073,815 $1,766,356

130 Licenses ($5,681,211) | $4,580,470 (81291,339) | 697 003) $4.561,631
Fees, fines

135 and Permits | (51,648,718) | $1,756,682 $7,436,202 $4,566.641 | $3.419.803
Dividends

140 and Royalties | ($2634587) | ($2,149,784) (8800,000) | 4300 000) $1,310,196
Rents,

150 Interests etc. ($1,526,379) $1,595,641 $2,471,641 $1,196,939 | $1,355,565
Financial
Other

160 Revenues ($303,461) $13,669,719 $30,277,956 | $533,898 $1,144,117
Economic

165 Braon - ($874,600) $77,005 | $542,817 $4,237,380
Programme

CAPITAL

REVENUE

HEAD
Local Capital

210 Revenue ($9,737,737) | ($770,512) $809,779 $14,135,855 ($578,875)
Receipts

220 from  Grant | ($37,710,968) | $9,750,191 $23,349,039 ($16,719,426) $11,690,376
and Capital , ,

230 Loan Funds ($20,535,084) | $51,646,313 $52,750,531 ($8,548,840) ($1,538,051)

Exhibit 1.7

-13 -



2.21 For comparison, the trend in shortfalls and surpluses in Capital Revenue
recorded for the past five (5) years are shown in Exhibit 1.8 below.

YEARS AMOUNTS
($M)
2002/2003 $67.98
2003/2004 $60.63
2004/2005 ($1.72)
2005/2006 ($11.13)
2006/2007 $9.57
Exhibit 1.8

2.22 The Line Graph at Exhibit 1.9 below reflects a comparative summary of the trend
in shortfalls and surpluses of capital Revenue itemized in Exhibit 1.8 above for the past
five (5) years.

TREND OF SHORTFALLS AND SURPLUSES OF CAPITAL REVENUE

$100.00
g $80.00 -
A $60.00 - $76.9
% $60.63
% $40.00 -
O $20.00
g $0.00 W/’ $9.57

($20.00) 2002/03 2003/04 2004/05 2005/06 2006/07

YEARS
—e— Shortfalls and Surpluses ‘

Exhibit 1.9

Authorities for Expenditure

Expenditure

2.23 The House of Assembly passed the Appropriation Act No. 6 of 2006 on 28™ July
2006. This gave the Minister of Finance the Parliamentary Authority to withdraw from

the Consolidated Fund to meet all expenditure of the Commonwealth of Dominica for
the year ended June 30, 2007.
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2.24 The total of $288,106,793 was approved as expenditure for the period. This
amount consisted of $202,972,231 relating to Recurrent Expenditure and $85,134,562
to Capital Expenditure. However, a total of $311,636,018 was actually spent.

Contingency Fund Advance Warrants

2.25 Three (3) Supplementary Appropriation Acts were approved by Parliament for the
year ended June 30, 2007 totaling $60,514,358. Approved was Act No. 11 of 2006 in
the amount of $4,679,682, Act No. 7 of 2007 in the amount of $21,548,059 and Act No.
13 of 2007 in the amount of $34,286,617. These acts gave approval for the issuance of
Contingency Fund Advance Warrants during the year.

2.26 The following Ministries accounted for the greatest amount from the
Supplementary Appropriation Act passed.

Ministry/Department Amounts $

Ministry of Finance and Planning 17,973,306

Ministry of Public Works and Public Utilities 14,970,591

Ministry of Housing, Lands, Telecommunicatig 6,877,470
Energy and Ports

Ministry of Education, Human Resource, 6,674,735
Development, Sports and Youth Affairs

2.27 For the year under review, Contingency Fund Advance Warrants were issued
totaling approximately $60,593,856. This amount was $79,497 more than the amount
approved by Parliament in Supplementary Appropriation Acts. The excess amount was
a warrant issued by the Establishment and Personnel Department and approved by the
Minister of Finance but was later cancelled due to the fact that savings were secured
from another head within the Ministry.

2.28 The following is a listing of the Ministries for which the greatest values in
Contingency Fund Warrants were issued:

Ministry/Department No. of Warrants Amounts
$
Ministry of Finance 9 16,868,669
Ministry of Public Utilities 44 15,546,820
Ministry of Education 19 8,129,659
Ministry of Housing 10 6,937,370
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Virement Warrants

2.29 A total of three hundred and seventy-six (376) Virement Warrants amounting to
$8,910,580 was issued for the year under review.

Recurrent Expenditure - $263,998,108
2.30 The Actual Recurrent Expenditure for the period 2006/07 was $263,998,108.
This was $24,817,528 more for the corresponding period 2005/06 and $1,375,793 more

than the amount budgeted for the year.

2.31 The amounts for Estimated and Actual Recurrent Expenditure for the various
Ministries/Departments and Offices are illustrated in Exhibit 1.10 below.

Comparison of Estimated and Actual Recurrent Expenditure 2006/07

$100,000,000

$90,000,000

$80,000,000 -

$70,000,000 -

$60,000,000 +—

$50,000,000 +—

$40,000,000 -

Millions of Dollars

$30,000,000 4

$20,000,000 +—

$10,000,000 +—

Min. of Finance Min. of Min. of Health P. M's Office Min. of Public Min. of Com. Min. of Agric. Others
& Plan. Education Utilities Dev.

Ministries

O Estimated B Actual

Exhibit 1.10
2.32 The Pie Chart in Exhibit 1.11 below indicated the apportionment of Actual
Recurrent Expenditure by Ministries/Departments for the year ended June 30, 2007.
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@ Min. of Finance

O P.M.'s Office
m Establishment

m Min of Education

O Min. of Health

m Min. of Comm. & Works mMin. of Agric.

1 Others

B Min. of Comm. Dev.

Exhibit 1.11

2.33 Expenditure in respect of Personal Emoluments consisting of Salaries, Social
Security contributions (Employer), wages and Other Allowances amounted to
$114,730,073 and represents 43% of total Recurrent Expenditure for the year ended
June 30, 2007. Last financial year it represented 47% of Recurrent Expenditure.

MINISTRY/DEPARTMENT PERSONAL SALARIED WAGES OTHER TOTAL
EMOLUMENTS| ALOWANCES ALLOWANCES

PRESIDENT OFFICE $189,628 $18,939 $39,384 $32,021)  $279,972
MIN. OF LEGAL AFFAIRS $3,205,162 $71,146 $60,942 $509,430] $3,846,680
AUDIT DEPARTMENT $651,633 $23,104 $0 $54,384| $729,121
ELECTORAL OFFICE $266,616 $0 $11,390 $789]  $278,795
MIN. OF FOREIGN AFFAIRS $1,432,246 $149,154 $0 $259,694| $1,841,094
P.M's OFFICE $19,588,176 $800,646 $59,268 $1,087,531] $21,535,621
MIN. OF FINANCE $11,091,997 $288,235 $94,612 $462,624| $11,937,468
MIN. OF AGRICULTURE $4,341,812 $78,294| $1,355,553 $644,129| $6,419,788
MIN. OF EDUCATION $29,919,807 $300,695 $86,435 $447,521 $30,754,458
MIN. OF COMM. & WORKS $3,482,120 $262,343 $504,253 $265,631| $4,514,347
MIN. OF COMM. DEV. $2,724,016 $28,210 $569,022 $335,181| $3,656,429
MIN. OF HEALTH $20,646,019 $579,616 $396,513 $1,132,396| $22,754,544
MIN. OF TOURISM $23,557 $20,494 $26,415 $89,282 $159,748
ESTAB. PERSONNEL DEPT. $1,130,583 $39,097 $0 $96,428| $1,266,108
MIN. OF PUBLIC WORKS $3,330,793 $51,089] $1,172,660 $201,358|  $4,755,900
TOTALS $102,024,165 $2,711,062| $4,376,447 $5,618,399 | $114,730,073
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2.34 The Pie Chart below in Exhibit 1.12 displays by various Ministries/Departments
Personal Emoluments (salaries, Overtime, Social Security (Employer), Wages (Casual
Labour), Salaried Allowances and Other Allowances paid for the period under review.

@ P.M's Office W Min. of Legal Affairs OMin. of Finance
1 Min. of Agriculture H Min. of Education @ Min. of Comm. & Works
W Min. of Health O Min. of Public Works W Min. of Foreign Affairs

Exhibit 1.12

2.35 The Pie Chart at Exhibit 1.13 displays the apportionment of Recurrent
Expenditure relating to Personal Emoluments, Wages (Casual Labour), Salaried
Allowances (Acting Allowance, Social Security Contributions Employee, Responsibility
Allowance, Subsistence Allowance) and Other Allowances (Transport Allowance and
Allowance in Lieu of Private Practice).
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Exhibit 1.13
Capital Expenditure - $47,637,910

2.36 The actual expenditure incurred was $47,637,910, this amount was $76,631,138
less than the amount budgeted, and $19,157,821 less than the actual amount incurred
the previous financial year.

2.37 The Ministry of Public Utilities incurred the greatest expenditure of $12,453,066
or 26% of Actual Capital Expenditure. This was followed by the Ministry of
Communications and Works with an amount of $8,272,387 or 17% of the total.

2.38 For the financial year under review, approximately 38% of the budgeted capital
expenditure was implemented as compared to 55% implementation the previous
financial year. The vast disparity in budgeted amounts in contrast to the actual is a
cause for concern to every government official.

2.39 The Ministry of Communications and Works accounted for the largest gap in
Estimated Amounts as against Actual Amounts. For the period under review,
approximately 20% of the estimated amount was actually expended i.e., $42,257,568
estimated but $8,272,387 was actually expended. The Ministry of legal Affairs was the
only Ministry to have incurred the actual budgeted cost - $894,137.
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2.40 The table and chart in Exhibit 1.14 illustrates the Estimated and Actual Capital
Expenditure figures in respect of each Ministry for the year.

Ministry Estimated Actual Variance
$ $ $
Min. Comm. & Works 42,257,568 8,272,387 33,985,181
Min. Public Utilities 24,374,991 12,453,066
11,921,925
Min. Educ., Science & 22,530,224 6,429,149 16,101,075
Tech.
Min. Finance & Planning 9,002,938 7,384,426 1,618,512
Min. Tourism 5,693,070 2,865,871 2,827,199
Min. Health & Social 4,415,533 1,569,253 2,846,280
Security
Min. Comm. Dev. & 4,312,878 1,977,667 2,335,211
Gender
Others 6,040,369 4,690,155 1,350,214
COMPARISON OF ESTIMATED AND ACTUAL CAPITAL EXPENDITURE 2006/07
$45,000,000.00
$40,000,000.00 { [ |
g $35,000,000.00 +—
8 $30,000,000.00 +—
& $25,000,000.00 |
% $20,000,000.00 - _h |_L
g $15,000,000.00
$10,000,000.00 -
$5,000,000.00 -
st | ’_. e M= (e [W

Min. Coomm Min. Hlbllc Min. Fin. & Min. of Mn Health Min. Oonm Others
& Works Utilities Educatlon Plan. Tourism
MINISTRIES
O Estimated B Actual
Exhibit 1.14

Surplus/Deficit

2.41 A surplus of $76,471,291 was realized on the Consolidated Fund for the year
under review as compared to $29,036,561 for the previous financial year. Also reflected
as comparison to the previous year is an increase in Total Actual Revenue by
$53,004,437, and an increase in Total Actual Expenditure of $5,659,707.
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Revenue Expenditure Surplus/Deficit

$ $ $
Actual Recurrent 295,134,523 263,998,108 31,136,415
Actual Capital 92,972,786 47,637,910 45,334,876

Total 388,107,309 311,636,018 76,471,291

2.42 The out-turns for the last five (5) years are indicated at Exhibit 1.15 below for
comparison.

Actual Revenue Actual Expenditure

Year (Recurrent and Capital) (Recurrent and Capital) Deficit/Surplus
$ $
2002/03 295,128,676 259,744,356 35,384,320
2003/04 373,941,885 319,187,998 54,753,887
2004/05 364,586,849 278,656,683 85,930,166
2005/06 335,012,872 305,976,311 29,036,561
2006/07 388,107,309 311,636,018 76,471,291
Exhibit 1.15

REV ENUE, EXPENDITURE AND CORRESPONDING DEFICIT/SURPLUS FOR PERIOD 2002/03 TO 2006/07
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Exhibit 1.16

Statement of Investments

2.43 The investments are held with the Eastern Caribbean Central Bank (ECCB) and
Royal Merchant Bank. In comparison with the previous financial year, Investments with
the ECCB recorded slight increases while that with the Royal Merchant Bank remained
unchanged.
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Statement of Public Debt as at June 30, 2007

The National Debt of the Commonwealth of Dominica as at June 30, 2007 is itemized

as follows:-

Domestic Debt — Bonds
Domestic Debt — Treasury Bills
Domestic Debt — Loans

External Debt

Value of Unpaid Cheques

Total Central Government Debt
Domestic — Contingent Liabilities
External — Contingent Liabilities

TOTAL NATIONAL DEBT

June 30 2007

$
127,655,469

43,195,000
37,194,971
474,642,284
4,816,808
687,504,532
28,807,833
117,934,150

834,246,515
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June 30, 2006

$
127,655,469

44,163,815
37,594,496
478,532,567

6,657,267
694,603,614
30,023,374
129,877,205

854,504,193



CHAPTER 3

ARREARS OF REVENUE

3.1 The Statement of Arrears of Revenue is included at Appendix 1. The statement
shows details of revenue reported outstanding as at the end of the fiscal year ended
June 30, 2007 are as follows: -

Magistrate’s Court District “G” $ 90,610
Customs Division 2,120,424
Inland Revenue Division 78,797,830
Electrical Division 4,486
Land and Surveys Division 4,284,599
Housing Division 10,875,081
Total $96,173,030

3.2 The amount stated on the appendix is not a true reflection of Government’s
outstanding arrears, as Heads of Divisions still continue to neglect their responsibility in
this regard.

3.3 Section 31, (1) (2) & (3) of Financial Regulations, Chapter 63:01 of the 1990
Revised Laws of Dominica states as follows: -

“Heads of Divisions who are responsible for the collection of revenue shall render
annual returns of arrears of revenue, and monthly and half-yearly reports of
revenue recovered. These returns must be rendered on the prescribed forms to
the Accountant General for transmission to the Director of Audit

The half-yearly reports will be rendered in respect of the half years ending on the
30™ June and 31 December. The annual returns shall be submitted as at 30"
June. “NIL” reports and returns will be submitted where appropriate

The half-yearly reports and the annual reports must be submitted to reach the
Accountant General not later than the 31 July and 31% January in each year
respectively”

3.4  The Office of Director of Audit notes the effort of the Ministry of Housing, Lands,
Telecommunications, Energy and Ports, and specifically the Electrical and Lands and
Surveys Divisions in that said Ministry, the Customs Division, Magistrate Court District
“G” and the Inland Revenue Division for submitting Annual Arrears of Revenue.

3.5 The amount of $10,874,081 shown below as arrears to the Housing Division

represents amounts being owed by residents of the following housing schemes
throughout the island.
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Housing Schemes

Amount Owed

Trinidad Core Houses $ 1,086,563
Geneva RBC 149,369
Bath Estate RBC 37,784
Jimmit RBC 121,037
Canefield RBC 7,283
Canefield UWCH 40,507
Lily Valley UWCH 13,712
Kings Hill UWCH 10,448
Bath Estate UWCH 4,124
Bath Estate Emergency 117,580
Geneva Housing Scheme 1,718,618
Layou Housing Scheme 1,414,947
Chance 1,599,270
Bioche 9,316
Castle Bruce 980,998
Jimmit 757,555
Guillette Savanne Palille 80,881
Soufriere 269,750
Ravine Bernard 238,794
Morne Frayal 149,874
Tarish Pit 176,158
Stock Farm West 25,500
Stock Farm Resettlement 493,509
Stock Farm Squatter 30,886
Gutter Village 80,793
Fond Cole 167,772
Fond Cole South 27,859
Cane field 140,283
Calibishie 32,527
Union Estate 694,847
Chemin Neuf 21,179
Kings Hill 177,359
Totals $10,874,081

3.6  The Office of Director of Audit is of the view that more strenuous efforts should
be applied to recover all amounts owed.

Overtime
3.7  An amount of $1,148,030 was spent on overtime fees for the year. This amount

was $85,681 more than the previous financial year. The Customs Division of the
Ministry of Finance accounted for $867,331 about 75% of the total overtime fees.
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3.8 Hereunder is a listing of overtime fees paid by Ministries/Departments for the
financial year 2006/2007 with 2005/2006 amount shown for comparison.

MINISTRY/DEPARTMENT 2005/2006 2006/2007
$ $
Ministry of Finance 24,054 30,623
Customs 840,051 876,331
Ministry of Public Utilities - 99,834
Prime Minister’s Office 54,142 47,484
Ministry of Health & Social Security 45,501 51,023
Ministry of Communications & Works 68,484 12,097
Ministry of Education 8,344 7,915
Police Services 471 -
Ministry of Agriculture 5,293 10,517
Ministry of Foreign Affairs 8,211 9,324
Audit 3,693 749
Ministry of Legal Affairs 125 -
House of Assembly 2,019 1,247
Electoral Office - 150
Ministry of Tourism 1,852 572
Ministry of Community Development - 164
President’s Office 110 -
TOTAL 1,062,349 1,148,030

3.9 The Pie Chart below displays the apportionment of overtime paid by the various
Ministries/departments.

@ Customs m Other O Public Utilities O Min. of Health
W P.M's Office EMin. Comm & Works W Min. of Finance
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Virement Warrants

3.10 Three hundred and seventy-six (376) virement warrants totaling $8,910,580 was
approved for the period ended June 30, 2007. This compared with three hundred and
forty-eight (348) in the amount of $5,533,200 for the period ended June 30, 2006.

3.11 The Ministry of Finance accounted for approximately 28% of those warrants with
a value of $16,868,669 followed by 26% from the Ministry of Public Utilities for which
warrants were approved totaling $15,546,820.

3.12 An analysis of the number and value of warrants approved for the past five (5)
years is indicated below: -

Fiscal Year No. of Virement Warrants Amounts
$
2002/03 227 17,038,479
2003/04 494 26,141,361
2004/05 359 6,692,309
2005/06 348 5,533,220
2006/07 376 8,910,580

Revenue Foregone

3.13 Concessions continued to be granted for the financial year 2006/07. According
to information received from the Customs Department, the Government of Dominica
realized loss in revenue in the amount of $31,971,672 as a result of concessions and
incentives granted. This amount was $3,539,399 more than the previous financial year.

Hereunder is an analysis of the amounts on a monthly basis.

MONTH AMOUNT
$
July 2006 1,316,631
August 2006 2,327,928
September 2006 1,674,690
October 2006 3,371,703
November 2006 2,831,431
December 2006 1,217,519
January 2007 2,191,814
February 2007 3,215,187
March 2007 4,802,100
April 2007 3,955,514
May 2007 2,117,083
June 2007 2,950,070
TOTAL $ 31,971,670
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3.14 Outline hereunder is an analysis of Revenue Foregone as a percentage of total
revenue collected at the Customs Division for the past five (5) years.
Total Revenue

Fiscal Years Revenue Revenue Foregone

Foregone Collected at as a percentage of
Customs Division Collected
2002/2003 23,629,181 99,518,885 23.75%
2003/2004 30,164,749 111,884,638 26.96%
2004/2005 37,793,491 115,821,076 32.63%
2005/2006 28,432,273 101,977,123 27.88%
2006/2007 31,971,672 57,130,357 55.96%

Dishonoured Cheques

3.15 Audit examinations conducted for the financial year 2006/2007 revealed that
there were three hundred and forty-seven (347) cheques issued to the Government of
Dominica that were dishonoured by the bank. The value of these cheques amounted to
one million, four hundred and five thousand one hundred and seventy dollars and forty-
eight cents ($1,405,170.48).

3.16 Out of the three hundred and forty-seven (347) cheques mentioned above, some
three hundred and fifteen (315) were cleared up to the time of writing this report (April
2007).

3.17 The remaining thirty-two (32) un-cleared cheques totaled one hundred and
thirteen thousand, eight hundred and ninety-nine dollars and seventy-one cents
($113,899.71).

3.18 There is a balance of sixty-five thousand dollars still outstanding on a cheque of
one hundred thousand dollars that was issued to the Government. Efforts to collect that
amount have thus far been futile. Another balance of twenty-six thousand, two hundred
and forty-two dollars and six cents ($26,242.06) still outstanding on a cheque of thirty-
five thousand, five hundred and one dollars and ninety-nine cents ($35,501.99) is
among those not yet settled with the Accountant General’'s Office.

3.19 The Customs and Excise Division, the Princess Margaret Hospital and the Inland
Revenue Division received the highest number of dishonoured cheques while Customs
Division and Inland Revenue Division had the highest outstanding amounts.

Travel & Subsistence Advances for year 2006/2007

3.20 An audit examination was carried out on Travel and Subsistence Advances for
the period July 2006 to June 2007.
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3.21 A total of three hundred and seven-nine (379) advances amounting to nine
hundred and thirty-four thousand; one hundred and fifty-four dollars ($934,154) from
various Ministries and Departments were issued for the year in question.

3.22 Alisting of Advances is listed hereunder: -

MINISTRY/DEPARTMENT NO. OF ADVANCES AMOUNTS ISSUED
Prime Minister’'s Office 46 $206,863
Community Development 25 40,982
Finance 45 104,336
Police 63 59,581
Foreign Affairs 53 179,241
Education 40 75,712
Communications & Works 24 40,630
Legal Affairs 19 34,814
Public Works 14 17,364
House of Assembly 11 28,541
President’s Office 2 8,531
Tourism 9 46,641
Public Service Commission 1 6,123
Establishment 3 4,739
Health 5 9,210
Electoral Office 1 1,812
Audit Department 5 11,571
Agriculture 13 57,460
Total 379 $934,154

3.23 The audit examination revealed that twenty-nine advances in the value of eighty
nine thousand and forty-five dollars ($89,045) remained uncleared for the financial year
ended June 30, 2007. This represents 8% of the number of advances issued
amounting to approximately 10% of the value of issued travel advances for the year.

3.24 A breakdown of uncleared travel advances as per Ministries/Departments was as
follows-:
Ministry/Department Number Amount

Prime Minister’s Office 5 $ 34,640
Min. Community Development 3 4,075
Min. of Finance 5 9,505
Police Department 2 353
Min Foreign Affairs 1 6,695
Min Education 5 17,562
Min. Housing, Lands 4 8,827
Min. Legal Affairs 1 3,390
Min. Public Works 2 1,993
Office of Director of Audit 1 2,005
Totals 29 $89,045
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3.25 By the time of writing this report (April 2008) a number of these advances had
been cleared (including that of the Office of Director of Audit) or was in the process of
being cleared.

3.26 The Office of the Prime Minister, Ministry of Foreign Affairs and Ministry of
Finance had the most advances issued for the year 2006/2007, with the Prime
Minister's Office having the highest number of advances issued, amounting to two
hundred and six thousand, eight hundred and sixty-two dollars and eighty-one cents
($206,863). The Ministry of Foreign Affairs had the second highest amounting to one
hundred and seventy-nine thousand two hundred and forty-one dollars and thirty-nine
cents ($179,241), followed by the Ministry of Finance with one hundred and four
thousand, three hundred and thirty-six dollars and twenty-six cents ($104,336).

3.27 The Permanent Secretaries within the Ministries, together with the Treasury
Department should continue there vigilance in ensuring that advances are cleared as
soon as is practicable when officers return to the State, thereby resulting in less
uncleared advances at the end of the reporting year. The Office of Director of Audit
would like to take this opportunity to commend the Ministries/Departments who ensured
that advances were cleared during the year in question.

3.28 The audit examination also included persons who had traveled without travel
advances and who were refunded monies on their return. These consist of a very small
amount and did not form part of the amount in this report.

Police Department

3.29 During the year under review, audits were undertaken in a number of police
stations across the island including Police Headquarters in Roseau. Records reviewed
during the audits included cashbooks, inventory books, vehicle logbooks, receipt books,
and warrants registers, among others.

3.30 Additionally, inventory counts were done on equipment, furniture, receipt books
and vehicles. Inventory counts at the Police Headquarters were conducted in every
section except the police armory and the police marine base. These areas are highly
sensitive and specialized and as such special audit assistance is being sought to
conduct such inventory audits.

3.31 The cash books and warrant registers at the police stations were generally well
kept, with all entries being recorded and revenue collected deposited on a daily basis in
accordance with Financial Regulations. There was one exception where cash was kept
at one police station for longer periods than permitted.

3.32 The Accounting Officer should encourage all officers to continue the effort in

maintaining the cashbooks and warrant registers and to ensue that all cash collected
are deposited on a timely basis.

-29 -



Inventory

3.33 The audit examination revealed that there were no inventory records/registers
kept by officers at the various out district police stations as required by Financial
(Stores) Regulations. Although there were periodic handing over statements at some
police stations, the Office of Director of Audit was informed by stationed police officers
that they had limited knowledge as to how the records were to be kept.

3.34 In the absence of inventory registers at the out district police stations, the
guantity and value of equipment and furniture found and counted at those stations could
not be verified. The Accounting Officer is being encouraged to organize in-house
training for officers responsible for maintaining those records so as to ensure that the
requirements of Financial Regulations will be observed.

Vehicles

3.35 The audit examination at the Police Department also included an audit
examination of all vehicles under the control of that Department during the fiscal year.
Since a database was not in place at the Police Department to record vehicles assigned
to that Department, an electronic database was subsequently created in the Office of
Director of Audit to record all vehicles assigned to the Police Department and updated
when information is obtained from that Department.

3.36 The audit examination revealed that a total of fifty-seven (57) vehicles were
found to be under the control of the Police Department. However, based on available
information and physical count, the Audit was able to conclude that a total of thirty-eight
(38) vehicles were functional and in use by the Police Department for carrying out its
duties.

3.37 Further investigation revealed the following: -

Nine (9) vehicles were sold during the year under review.
Two (2) were reassigned to other Government Departments
Three (3) were owned by other Departments of Government
Five (5) were stated as “being in garage”

Vehicle Log Books

3.38 The audit examination conducted on a sample of vehicle logbooks revealed that
those logbooks were not generally maintained. The following were the general norm-:

Inadequate narrations for journeys made
No recording of journeys

No signatures of authorizing officers
Inconsistencies in recording mileage
Inconsistencies in recording fuel received
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3.39 In some instances no journeys were recorded in certain vehicles for well over six
months. It was also found that in some cases short journeys that should be recorded as
three (3) miles, for example, Roseau to Loubiere recorded as sixty-three miles and
Roseau to Mahaut recorded as 145.41 miles.

3.40 Another major inconsistency the audit found is the average miles per gallon of
fuel issued. A review of one particular vehicle with some records in the logbook for that
vehicle revealed that the average miles per gallon of fuel issued ranged from 1.7 to
27.16 miles per gallon as the following illustrate.

Date Fuel — gallons Miles Miles/per gallon
04-04-06 7.7 102 13.25
12-04-06 11.45 311 27.16
15-04-06 12.38 21 1.7

3.41 The above seems to suggest that either fuel received was not recorded or
incorrect mileage were being registered. It was informative to note that none of the
logbooks had mileage readings that reconciled with the odometer readings of those
vehicles.

3.42 It is the view of the Office of Director of Audit that all responsible officers need to
monitor the maintenance of all vehicle logbooks on a regular basis and the Accounting
Officer must ensure compliance with the relevant Financial Regulations so as to allow
for accountability, economy and efficiency in the maintenance of vehicles under the
control of the Police Department.

3.43 By the time of writing this report the Police Department had begun receiving a
fleet of new vehicles from the Government of Dominica.

Fire and Ambulance Services

3.44 An audit examination was conducted on the cashbooks and inventory records on
five of the six Fire and Ambulance Stations around the island. Additionally, inventory
counts were done on equipment, furniture and all vehicles assigned to the Fire and
Ambulance Department.

Cashbook

3.45 The cashbook at the Fire and Ambulance Stations were generally well
maintained with all receipts being recorded and revenue collected deposited on a timely
basis.

Inventory

3.46 The examination revealed that the officers at all the fire stations maintained
updated inventory registers of all furniture and equipment. Additionally, listings of all
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furniture, fittings and equipment are displayed in prominent places within the stations so
that all officers will have access to the information. Furthermore, a database that is
being updated periodically with all acquisitions and disposals has been established to
record the information.

Vehicles

3.47 The Fire and Ambulance Services kept and maintained an up-to-date vehicles
register whereby all the particulars of vehicles are being recorded including registration
number and the section to which the vehicle is assigned.

3.48 Information obtained and extracted from the vehicles register revealed that forty-
three (43) vehicles were under the control of the Department. However, a physical count
and in-depth review indicated that twenty- four (24) vehicles were usable and in use at
the time of the count. The audit count also revealed the following: -

e Nine (9) vehicles were sold during the year

e Three (3) were undergoing major repairs, and

e Seven (7) were taken off operations as a result of their state of
disrepair.

3.49 The Fire and Ambulance Department needs to be complimented for the manner
in which the inventory and vehicles registers are being kept and updated and is being
encouraged to continue the effort.

Disaster Preparedness Office

3.50 An audit examination was conducted on inventory at the Disaster Preparedness
Office and its warehouse at Jimmit. Also, an audit inspection was done on all vehicle
logbooks and vehicles assigned to that Office.

3.51 Generally, the audit found that all inventory of supplies and material received by
the Disaster Preparedness Office were properly secured and arranged at both the office
in Roseau and warehouse at Jimmit. Records were well maintained and kept up to date
except for a few instances where running balances were not kept for some items.

3.52 The audit found that there is no storekeeper and as such the Coordinator has
both responsibility and custody of all stores and has to keep and maintain the records.

3.53 A sample test was done on selected items so as to verify the quantity on hand.
The results revealed that the majority of items were accounted for while some were
stationed at different sites around the island.

3.54 The test also revealed that there was an overage of one executive chair and

shortages of one desk, one ceiling fan, one printer and three televisions. There was
evidence that indicated two printers were transferred to the Metrological Office while in
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the case of the three (3) televisions, it was reported two were dumped and one
“disappeared”. Audit found no evidence to verify such report.

3.55 At the warehouse in Jimmit supplies are placed on racks and consist of blankets,
life jackets, sleeping bags, small tools, spare parts, medical supplies, cots and many
other items stored in large boxes with the quantities written on the boxes.

3.56 The Office of Director of Audit is of the view that a storekeeper should be
employed to assist the Coordinator in recording and keeping track of the quantity of
supplies stored at the warehouse at Jimmit.

3.57 Three (3) military generators recorded in the inventory register as being located
at the police compound at Morne Bruce were found by the audit team, to be exposed to
the elements on that compound. The team was informed by the on site police mechanic
that tarpaulins were purchased to cover the generators but were rendered useless by
the weather.

Vehicles

3.58 A total of nine (9) vehicles were found to be registered as being assigned to the
Disaster Preparedness Office; however, the audit examination and physical count
revealed the following-:

e Two (2) vehicles registration GA067 and GA244 are currently in use by
the Disaster Office.

e One (1) vehicle registration GA120 was transferred to the Ministry of
Community Development and subsequently disposed of by the Ministry of
Finance in November 2006.

e One (1) vehicle registration GA199 stated as being assigned to the Police
Department was recently “loaned” to the Prison Services.

e There were five (5) other vehicles with registration numbers GA197,
GA198, GA200, GA201 and GA202 stated in the register as being “out of
use”. An audit search took the audit team to the Police Training School
compound at Morne Bruce where the said vehicles were found exposed to
the elements and appeared to be out of use. The audit team was informed
by the on-site police mechanic that the said vehicles had not been in use
for a few years.

3.59 Notwithstanding the few recording lapses and equipment and vehicles left open
to the elements, the Disaster Coordinator must be commended for his efforts at
ensuring that disaster supplies and equipment under his custody are accounted for. The
Office of Director of Audit wishes to express its gratitude to the Coordinator for his full
co-operation during the course of the audit.
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National Development Corporation

3.60 Before its formal dissolution in June 2007, the Office of Director of Audit
conducted an inventory audit at the National Development Corporation (NDC) so as to
determine the quantum and usability of equipment, furniture, office stationery and other
assets available at that institution.

3.61 The audit found that the NDC maintained a computerized inventory register
where all equipment, office furniture, fixtures and other office supplies and promotional
materials were recorded.

3.62 The audit team found that the NDC had a total of seven (7) containers on the
compound. Four (4) of those containers were utilized by the NDC while the remaining
three (3) by the Dominica Festivals Commission (DFC). Audit wishes to draw particular
attention to the contents of Container #1 — GSTU 560362 0 which contained the
following-:

Computer Monitors 27
Keyboards 24
CPUs 25
Printers 16
Scanners 3
Speakers 3
Cash Machine 1
Fax Machine 1
Light Fixtures 9
Nature Island Books 996
Fan 1
Hoover 1
Folders 22 boxes of 50

3.63 With regards to the computer equipment stored in the container which was
exposed to the heat of the sun, the audit team found that the majority were operational
some of which were in excellent condition. The Office of Director of Audit is of the
opinion that if those computers stored in the container are no longer required by the
organization, they should be passed on to another Government entity such as the Youth
Skill Training Program for use in their computer training modules.

3.64 As to the three containers under the control of the DFC, the audit team could not
gain access to conduct an audit examination on the contents of those containers even
after numerous requests to the then Executive Director that he should make himself
available with the keys to the containers so as to allow for such an audit.
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Public Support Programme 2007/08 — Office of the Prime Minister

3.65 An audit was conducted on the Public Support Programme, which is being
administered in the Office of the Prime Minister. In 2007 Cabinet in a policy decision,
decided to implement such programme so as to allow the Honourable Prime Minister to
make a timely and speedy intervention to persons, groups and organizations that make
direct representation to the Hon. Prime Minister for Public Support.

3.66 While Supreme Audit Institutions like the Office of Director of Audit, do not
conduct audits or comment on the merit or demerit of policy decisions except where
these decisions are ultra vires, the objective of the audit was to ensure that funds
allocated for the implementation of the programme were spent in compliance with
Financial Regulations and were adequately accounted for.

3.67 In perusing all the available documents provided, it was observed that record
keeping for the programme was maintained in a most meticulous manner with all
receipts, invoices and other supporting documents properly filed. From the
documentation it was observed that assistance was given to individuals, groups and
organizations for education, health related matters, small business development, sports,
home repairs and other areas such as culture, funeral assistance, family support and
community feasts.

3.68 The audited evidence indicated that the vote’s clerk in the Office of the Prime
Minister only effected payments upon the request of the Secretary to the Cabinet after
the Hon. Prime Minister had approved an amount to the individuals, groups or
organizations after having interventions with the concerned parties. All payment were
processed on the Smart Stream Accounting System by the vote’s clerk and supported
by receipts, invoices and other pertinent documentations.

3.69 It was revealed by the audit that an amount of EC$1,250,000 was allocated to
the programme during the period reviewed under the following heads.

Head Fund Amount Budgeted
D30 M100 M11 3406 P0722 | Peoples  Republic  of EC$200,000.00
649 406 China
D30 M100 M11 3406 P0722 | Venezuelan Fund EC$280,000.00
641 407
D30 M100 M11 3406 P0722 | Government of Dominica EC$770,000.00
111 406

3.70 The audit examination also revealed after carefully analyzing the disbursement
records that assistance were granted for the following-:
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e Health Related Matters $372,406
e Education 195,224
e Sports 107,759
e Small Business Development 348,789
e Home Repairs 123,317
e Others 127,482
Total $1,274,977
Less Amount Refunded 27,692
Net Amount Disbursed $1,247,285
Programme Balance $ 2,715

3.71 Based on the audit, it can be generally stated that the administration and
accounting for the allocated funds were conducted in accordance with Financial Rules
and Regulations. The Vote’s Clerk in the Office of the Prime Minister must be
complimented for ensuring that proper and adequate records were kept and maintained.

Reunion Committee

3.72 An audit was conducted into the financial affairs of the Reunion Committee so as
to ensure that monies received from the Consolidated Fund were spent in accordance
to the mandate and stated objectives of the Committee.

3.71 The audit found that the accounting system and internal control procedures being
utilized were adequate so as to ensure proper accountability. The audited financial
statements for the period April 2007 to February 2007 is stated as follows:-

Revenue
e Government Grant $ 401,000
e Sale of Items 3,278
e Other Contributions 55,000
e Total Revenue $ 459,278

Expenditure
e Salaries $ 38,190
e Transportation 16,190
e Launching Activities 44,268
e Catering 34,270
e Reunion Wive’ 136,244
e Office Operations 68,583
e Logo & Song Production 19,900
e Paraphernalia/memorabilia 32,980
e Technical/Logistics 8,235
e Totals $398.860
e Revenue Balance $ 60,418
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3.72 The audit examination also revealed that the Reunion Committee also owned a
vehicle, which, it had purchased earlier during the year. This vehicle had not been paid
for and as such the Reunion Committee had a liability of $58,000.

3.73 The sub-heading Office Operations include amounts paid for promotion, rental of
assets, stage management, website management, and all other general administrative
expenses.

3.74 Based on the audit examination, it can be concluded that all payments recorded
by the Committee and examined by the Office of Director of Audit were found to be
made in respect to the stated objective of the Committee.

3.75 By the time of finalizing this report, a sum of EC$1.5M had been made to the
Committee via a Contingency Fund Advance Warrant.

Hurricane Relief

3.76 Immediately after the passage of Hurricane Dean in August 2007, the
Government of Dominica by Contingencies Fund Advance Warrant No. 2 of 2007/08 in
the amount of EC$5M established the Hurricane Disaster Relief Fund under Head D30
M100 M11 42903 C0841 111 105 in the Office of the Prime Minister to meet the cost for
immediate hurricane relief in Dominica. Subsequently, on August 27" 2007 the amount
was supplemented by a further sum of EC$1M by CFW No. 5 of 2007/08 thereby
making a total of EC$6M from Local Funds.

3.76 All activities related to Hurricane Dean’s relief were administered from the Office
of the Prime Minister and all transactions were effected from that Relief Fund, the
source of which was the Fixed Deposits at the Bank of Nova Scotia.

3.77 It is the intention of the Office of Director of Audit to conduct a thorough financial

audit on the Hurricane Dean’s Disaster Relief Fund as administered from the Office of
the Prime Minister and report on the findings of such audit in a subsequent report.
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Chapter 4 — Government Capital Projects

4.0 The Office of Director of Audit conducted a number of audits on the
Government’'s Capital Projects that were being undertaken as part of the Public Sector
Investment Programme. The objective of these audits was to ensure that funds
allocated by Parliament for various capital projects were utilized in accordance with the
Finance (Administration) Act and Financial Regulations. This report highlights the
findings on a few of those audited capital projects.

Dominica Grammar School - Phase Il Block 5

4.1  The budget estimates for that project as prepared by the Quantity Surveyors and
Engineers of the Ministry of Public Works was $3,260,987 with a projected construction
period being fifty-five (55) weeks.

4.2  According to the tender documents, five (5) pre-qualified contractors were
requested to submit bids for the project. They were, Allick Henderson Ltd, Gilbert Guye
Construction, Ozan Ettienne Construction, STEWCO and Swithin Williams.

4.3 Four (4) contractors submitted letters of tender including a blank tender as
follows: -

Name Period Tender Amount
Allick K Henderson Ltd. 48 wks $3,682,134
Gilbert Guye Construction Ltd. 60 wks $3,631,133
Swithin Williams 60 wks $2,925,192
STEWCO - -

A.K Henderson Ltd.

4.4  This tender was the highest of the tenders received. The tendered amount of
EC$3,682,134 was $421,147 or 13% above the budget estimates. The arithmetical
errors discovered during evaluation amounted to EC$128,300 and decreased the tender
figure to $3,553,834 which was 9% above the budget estimates. This figure was
considered acceptable since it was below the acceptable limit of 15% above the budget
estimates.

4.5 This contractor presented his drawings, work program, income tax and social
security clearance and cash flow statements. A contract period of 48 weeks was
proposed which was seven (7) weeks below the estimated period and considered
acceptable.
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4.6  According to the boundaries of the analysis (-15% to +15%), the corrected
tendered figure of EC$3,553,834 which stood at 9% above the budget estimates was
considered as high but acceptable by the evaluation panel.

Gilbert Guye Construction Ltd

4.7  This tender was the second highest received. At EC$3,631,333, this figure was
$370,346 or 11% above the budget estimates. The arithmetical errors discovered by the
evaluation panel amounted to EC$265,804 and increased the tendered figure to
$3,897,137 or 19% above the budget estimates. This was considered unacceptable
since it was above the 15% acceptable limit above the budget estimates.

4.8  This contractor presented only his drawings, and did not present work program,
income tax and social security clearances; neither did he present cash flow statements.
A contract period of 60 weeks was proposed which was five (5) weeks above estimate
and considered acceptable.

4.9 According to the boundaries of the analysis, the corrected tendered figure of
EC$3,897,137 which stood at 19% above the budget estimates was considered as very
high and unacceptable by the evaluation panel.

Swithin Williams

4.10 This contractor was the lowest of the tenders received. At EC$2,925,192, this
figure was $335,795 or 10% below the budget estimates. This figure was considered
acceptable since it was below the 15% acceptable limit below budget estimates. The
discovered arithmetical errors amounted to $211.00 and decrease the figure to
$2,924,981 or 10% below the estimates.

4.11 This contractor presented only his drawings but did not present work program,
income tax and social security clearances, nor cash flow statements. A contract period
of 64 weeks was proposed which was considered as high but reasonable.

4.12 The contracted figure of $EC$2,924,981 which stood at 10% below the budgeted
estimates was considered to be low but acceptable by the evaluation panel.

4.13 The evaluation of tenders for the referenced project was submitted by the
Technical Services Division of the Ministry of Public Works to the Permanent Secretary,
Ministry of Education in June 2007. Although the evaluation panel, based on their
technical analysis recommended contractor Swithin Williams as the lowest bidder, that
contractor failed to produce certain requested information such as income tax and social
security clearance, and other financial information pertinent to the award of a contract.

414 It was also noted that Mr. Swithin Williams tender did not include VAT as an

independent line item, thus making his selection a risky one with a high potential for
costs overruns and delays. Consequently, based on the foregoing, the recommendation
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solely as the lowest bidder of contractor Swithin Williams was not supported by the
Permanent Secretary in the Ministry of Education.

4.15 As aresult, contractor Allick Henderson who produced all the requested pertinent
information including financial information along with income tax and social security
clearances was selected for the award of a contract for the project.

4.16 The construction of the Dominica Grammar School Phase Il Block 5 commenced
in July 2007 at a contracted cost of EC$3,459,246 by the construction firm, Allick K
Henderson Ltd. The contracted amount was $198,259 or 6% above the budgeted
estimates but was $94,588 below the corrected tendered amount.

4.17 To date i.e. February 2008 the following payments have been made to the
contractor.

Certificate # Amount Date Paid
1 $345,925 31-07-07
2 133,465 14-08-07
3 152,359 11-09-07
4 79,073 17-10-07
5 123,593 15-11-07
6 307,516 17-12-07
7 247,599 29-01-08
Total $1,389,530

4.18 Site visits made by the Office of Director of Audit indicate that the project was
progressing satisfactorily, although discussions with the contractor indicated that some
external factors had caused a three weeks delay. According to the project summary in
January 2008, the project was estimated to be about 42% complete.

Dominica Grammar School under construction

|l |
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Jimmit Phase # - Liquid Waste Disposal Treatment Facility

4.19 This sewage facility was intended to provide sewage disposal for about sixty-five
(65) residential lots in the Jimmit Housing Development Phase Ill. The Technical
Services Division of the Ministry of Public Works budget estimates for the project was
stated at $644,860. Funds for the project was de-reserved by the Ministry of Finance
on April 12, 2007.

4.20 A review of the procurement processes indicated that five (5) construction firms
were invited to tender, however, only the following four (4) firms tendered.

Name Tender amount
1) Edghill & Associates $784,694
2) ACE Engineering Co. $676,875
3) Public Works Garage $965,667
4) Ozan Ettienne Construction $658,368

4.21 After careful evaluation by the committee and all arithmetical errors corrected,
the contract was awarded to Ozan Ettienne Construction at a negotiated price of
EC$644,860 i.e. $13,508 below the tendered amount. It must be mentioned that all the
firms provided all necessary information pertinent to the award of a contract including
social security and income tax clearance.

4.22 According to the SmartStream Accounting System, payments were made to
Ozan Ettienne Construction as follows:-

Certificate Amount Date Paid
#1 $128,972 13/4/07
#2 $131,485 14/5/07
#3 $152,462 18/6/07
#H4 $231,941 18/6/07
Total $644,860

4.23 A visit to the project site by the audit team of the Office of Director of Audit along
with the Senior Engineer of the Ministry of Public Works on July 3, 2007 revealed that
the project was not yet completed as workmen were still on the site and it was
estimated that the project was ninety to ninety-five percent complete at the time of the
visit.

4.24 The financial information reviewed on the Government's Smart Stream
Accounting System by the audit team revealed that the construction firm had drawn the
full amount stipulated in the contract while the works was still incomplete. Evidence
obtained by the Office of Director of Audit indicated that the firm received the final
payment from the Treasury totaling $231,941 on June 18, 2007.
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4.25 Further audit review confirmed that the payment mentioned above was certified
by the Technical Officer in the Ministry of Housing and approved for payment by the
Permanent Secretary of that Ministry on June 15, 2007.

4.26 The explanation advanced by senior accounting officials in the Ministry of
Housing is that in an effort to meet the deadline of the Treasury for processing
payments towards the end of the financial year and to avoid the final payment running
into the next financial year, for which budgetary allocations would have to be made, the
final payment was processed so as to have the cheque ready to avoid payment delays.

4.27 Accounting Personnel in the Ministry of Housing further explained that it was their
intention to inform the Accountant General that the cheque should not be disbursed until
notified to do so by the Ministry when the contractor submitted claims and supporting
documents for the balance of works executed on the project.

4.28 Audit investigation revealed that the intended information was not communicated
in time to the Accountant General’'s Office and as such, the cheque was disbursed to
and received by the contractor on June 18, 2007 although the construction company
had not submitted claims to the amount of $231,941.

4.29 The Office of Director of Audit was officially informed that the contractor
discontinued work on the project in July 2007, and to date no explanation has been
given for the discontinuation of works or when it is expected that works will recommence
to complete the project.

4.30 Audited evidence indicated after numerous requests from the Ministry of Housing
to Ozan Ettienne Construction Ltd. requesting the amount of $231,941, an amount of
EC$60,000 was deposited in the Government Treasury on October 5, 2007 leaving a
balance of $171,941.

S ! L )
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Incomplete Structure at Jimmit

4.31 The Office of Director of Audit is of the view that notwithstanding the failure of the
Ministry of Housing in communicating its intention to the Accountant General’s Office on
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the matter, the contractor was aware that works on the project was not completed and
claims for that amount was not submitted; therefore, should not have received and
accepted the said payment from the Treasury.

4.32 The Office of Director of Audit is of the opinion that this type of behaviour on the
part of the contractor was unprofessional, and unethical and as such, every possible
effort including legal proceedings if necessary should be instituted against the
contractor to have the balance of $171,941 refunded to the Government Treasury.

Portsmouth — Bay Street Road Rehabilitation

4.33 The initial cost estimates for that project was set at $408,800 and broken down
as follows: -

Side Walk and Drainage $158,800
Road Surfacing $250,000
Total $408,800

4.34 The direct tendering process was used by the Ministry of Public Works and a
contract was awarded to Public Works Cooperation to undertake the project.

4.35 The entire project commenced in December 2006 and after some level of delays,
which was due to rain, unavailability of equipment and time allowed for DOWASCO to
replace water lines, was completed in September 2007.

4.36 A review of financial records indicates that there were not costs overrun on the
project.

allim
|
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23/11/2007

23/11/2007

Completed Works, Bay Street - Portsmouth

Windsor Park Sports Stadium — Fencing project and World Creole Music

Festival Preparation

4.37 The initial project consists mainly of a chain link and block wall fencing in
reinforced concrete foundation; a gabion basket retaining wall, metal gates and “barbed
wire” at the top of the fencing.
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4.38 The budget estimates provided by the Technical Services Division of the Ministry
of Public Works and Public Utilities amounted to five hundred and fourteen thousand
and eighty-five dollars ($514,085) inclusive of $50,000 as contingency allowance.

4.39 Three local contractors were invited to tender on March 12, 2007. The
contractors were as follows: -

1. Mr. Ozan Ettienne
2. Mr. Swithin Williams
3. Mr. Gilbert Guye

4.40 Tenders were received from the following two contractors while Mr. Gilbert Guye
did not submit a tender.

1. Mr. Ozan Ettienne $504,096
2. Mr. Swithin Williams $497,125

4.41 After evaluation by the Technical Services Division of the Ministry of Public
Works, Mr. Swithin Williams was recommended for the award of the contract.

4.42 By memorandum dated June 20, 2007 from the Financial Secretary and
addressed to the Permanent Secretary, Ministry of Education, that Ministry was
informed that the Honourable Minister for Finance had approved the award of contract
to Mr. Swithin Williams in the sum of $497,125 for the erection of fencing of the Windsor
Park Sports Stadium.

4.43 Payment was to be met from local funds under Capital Expenditure Account
D33E700E71-4502 “Windsor Park Stadium.”

4.44 According to audited information, the contract for $497,125 was signed on March
19, 2007 a mere seven days after the invitation to tender. However, it is interesting to
note that the approval for award of contract from the Ministry of Finance was dated June
20, 2007.

4.45 Work commenced on the fencing project on July 29, 2007 with the Ministry of
Education as the executing agency and technical supervision provided by the Technical
Services Division of the Ministry of Public Works.

4.46 A review of payments to Mr. Swithin Williams under the above mentioned capital
expenditure head on the Smart Stream Accounting System indicated the following:

Claim Certificate Amount Date Paid
$
#1 49,712.50 28-03-07
#2 84,953.78 16-09-07
#3 195,861.84 08-10-07
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#4 217,864.43 19-10-07

#5 75,612.44 12-11-07
Total Payment $624,004.99
Contracted sum 497,125.00
Cost overruns $126,879.99

4.47 It must be noted here, that all the claim certificates were approved by the
Architect and Quantity Surveyor and certified correct by the Chief Technical Officer in
the Ministry of Public Works.

World Creole Music Festival Preparation

4.48 By Cabinet Decision dated September 19, 2007, approval was granted for the
hosting of the World Creole Music Festival in the Windsor Park Sports Stadium.

4.49 In order to effect this decision further external works were required to prepare the
Stadium to accommodate the WCMF. To pay for the additional works required, the
Minister for Finance on September 29, 2007 approved a Contingency Fund Warrant for
the following: -

External Works $215,050
Termite Treatment 46,000
Security Services 27,000

$288,050

External Works

4.50 The scope of the external works as outlined by the Technical Services Division of
the Ministry of Public Works was as follows:

i) Demolition of temporary block work building on western end of stand.
i) Demolition of building known as “The OIld Caprice Building.”

iii) Excavate to reduce levels (as specified by engineer) land adjacent to
River Street, Bath Road; Old Windsor Park entrance etc.

iv) Repair fencing on Bath Road and extend to enclose the excavated area.
V) Repair external drain, and make good area between store wall and drain.

Vi) Make good walkway, filling excavated area with gravel (as specified by
engineer/architect).

vii)  Construct timber core house as per drawings.
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451 In an effort to speed up the works outlined above, the Technical Services
Division requested by direct tender, Mr. George Nanthan a local contractor, to submit a
proposal to conduct the works listed.

452 By letter dated September 22, 2007 and addressed to the Architect of the
Ministry of Public Works, Mr. George Nanthan provided the following proposal: -

Core house (625sq.ft) 60,000
Site clearing, fencing etc 110,000
Sub-Total 170,000
Contingencies 10% 17,000
VAT 15% 28,050
Total $215,050

453 The proposal was recommended by the Architect and accepted by the
Permanent Secretary of the Ministry of Education. A short form contract was prepared
and signed by Mr. George Nanthan on October 3, 2007 for the execution of the works.

4.54 Work commenced on the same date the contract was signed with the Ministry of
Education the executing agency and technical supervision provided by the Technical
Services Division of the Ministry of Public Works.

455 An examination of payments made to Mr. George Nanthan for that project
revealed the following: -

Claim Certificate Amount Date Paid
#1 145,848.75 19-10-07
#2 39,876.25 23-10-07
#3 62,204.22 02-11-07
#4 38,269.84 21-12-07

Total Paid $286,199.06

Contracted Sum 215,050.00

Cost overruns $71,149.06

Cost overruns

4.56 All evidence received and reviewed by the Office of Director of Audit indicated
that the cost overruns totaling $198,029.05 by the two contractors were as a direct
result of the late planning for the hosting of the WCMF at the Windsor Park Sports
Stadium.

4.57 Both contractors were requested to undertake additional works as required by
the Ministry of Education to safeguard the Stadium and to ensure the security of
patrons. In most instances technical personnel supervising the project approved these
additional works.
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4.58 The Quantity Surveyor and Engineer assigned to the project both confirmed that
the OIld Caprice Building was not demolished as stated in the contract of George
Nanthan, however, it was confirmed by them that additional work was requested and
undertaken to compensate for the demolition. Audit was not able to verify this since no
documentary evidence was made available.

4.59 Notwithstanding the cost overruns caused by the various works variations
requested by the Ministry of Education, it is the view of the Office of Director of Audit
that the objective of securing the Stadium and protecting the many patrons attending
the World Creole Music Festival was met.

4.60 A total of $910,204.05 was spent overall for the fencing and preparing the
Windsor Park Sports Stadium for the hosting of the World Creole Music Festival.

16/11/2007

Fencing of Windsor park stadium

Renovation of Vieille Case Police Station Building

4.61 The bill of quantities for that project was estimated to be $162,014 with the
detailed listing as follows-:

e Demolition & Alteration $13,320
e New Works 92,300
e General Face Lift 2,545
e Doors & Windows 9,370
e Plumbing 2,750
e [nternal Works 7,000
o Village Council Office 20,000
e Sub Total $147,285
e Contingencies 14,729
e Estimated total $162,014
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4.62 This project was considered as a community project and in an effort to create
short-term employment for villagers, Mr. Mark Patrick a resident of Vieille Case with
over twenty years experience in construction was awarded a direct contract with
supervision coming from the Building Supervisor of the Ministry of Housing.

4.63 A review of payments on the Smart Stream Accounting System indicated that the
following payments were made to the contractor.

Claims Amount Payment date

1 $ 32,402 04-04-07

2 38,369 05-16-07

3 67,433 06-06-07

4 8,101 06-12-07*

5 15,097 06-13-07*

6 612 06-13-07*
Totals $162,014

4.64 The Office of Director of Audit can conclude that project was completed within
the estimated time with no cost overruns.

Federation Drive Road Rehabilitation — Goodwill

4.65 The Federation Drive Road rehabilitation project was implemented and executed
by the Ministry of Public Works, but was directly contracted to the Public Works
Corporation. The Minister of Finance had earlier approved the award of a contract to
the Corporation to undertake road works island which included project.

4.66 The main purpose of the project was to provide safety road conditions for better
public access and vehicular traffic. The project description was to undertake roadway
repair and rehabilitation works at Goodwill.

4.67 The project profile included a budgeted cost estimate of $692,500.00 prepared
by the Technical Services Division of the Ministry of Public Works. Contract agreement
was signed on July 17", 2007 between the executing Ministry and the Corporation.

4.68 The audit examination revealed that the project was delayed as a result of the
unavailability of spare parts by the Corporation to repair the breakdown of equipment
and the intervention of DOWASCO to install new water lines.

4.69 The original contracted sum for the project was $692,500, however, due to
variations of work executed an amount of $121,975 was paid to the contracting firm for
cost overruns. Therefore, a total of $814,475 was spent for the project. This payment
was made under Capital Head #K300 K35 421 C0834 649 105.
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Completed project at Federation Drive - Goodwill

Refurbishment and Extension Works of Building Housing the President’s Office —
Morne Bruce

4.70 This project was considered a priority need due to the significant structural
deterioration of the building by infestation of pests and termites. Therefore, in light of
the project’s objective, which was to extend and refurbish the building, the Office of the
President was the executing agency for the contractual works.

4.71 The project was to be constructed in three (3) phases as follows-:

e Phasel Office extension,
e Phasell Refurbishment of roof
e Phase lll Office refurbishment

4.72 Three pre-qualified contractors Mr. Julian, Mr. Dorian Douglas and Mr.
Melchisedeck Toussaint were invited to tender for the contractual works. After
evaluation of bids by the Technical Services Division of the Ministry of Public Works, Mr.
Dorian Douglas was recommended and selected for the award of contract.

4.73 The total amount paid to the contractor for the three phases and additional works
requested by the Office of the President, amounted to $343,994.43 broken down as
follows:-

Project Phases Amounts
1 Extension — phase | $91,291.20
2. Refurbishment (roof) — phase Il $58,269.30
3. Refurbishment (office)- phase IlI $169,437.40
4. Additional Works 24,996.53
Total $343,994.43
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12/12/2007

Completed works on President’s Office Project
Clifton Resource Centre

4.74 This project was identified for residents in the Toucari to Capouchin communities,
with the objective to develop community participation. The executing Ministry was the
Ministry of Community Development, and supervision of the project was conducted by
the Local Government Department of that Ministry.

4.75 The contractual works for the project was advertised for tender within the
communities, but only three pre-qualified contractors tendered for the job. However,
according to information received from the project manager at the Local Government
Department, only one contractor appeared for the interview session and was selected
for the award of contract.

4.76 The estimated cost for the project was $116,779. Thus far, the contractor has
received the following payments-:

Cert # Amount Date Paid
1. $40,000.00 3-3-07
2. $30,000.00 5-2-07
3. $30,000.00 27 -6-07

$100,000.00

Clifton Resource Centre

10/04/2008
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4.77 It was estimated that the project was about 80% complete requiring an amount of
$16,779.00 for completion. The Permanent Secretary in the Ministry of Community
Development confirmed that efforts have already been made to secure the funds to
complete the project.

Housing Renovation and Sanitation Programme

4.78 This is a component of a wider housing development programme of the
Government of Dominica more commonly referred to as “The Housing Revolution®.
The basic element of this component focuses on providing building materials and labor
contracts to undertake much needed repairs to the residential houses of the poor and
indigent in various communities throughout the Commonwealth of Dominica

4.79 The Housing Renovation and Sanitation Programme has two basic objectives,
one is to effect much needed repairs to houses at no costs to the residents and the
other is to create some form of employment to persons in the communities where the
repairs are being effected.

4.80 Overall, funding for the programme is provided by the Government of Venezuela
with the Ministry of Housing being the executing agency, while technical personnel of
that Ministry provided the necessary supervision. To date an amount of EC$3,575,710
has been allocated to that component.

4.81 This programme commenced in December 2006 with the procurement of building
materials by the Ministry of Housing. Three local companies were requested to submit
proforma invoices for the supply of building material for the project. However, all three
were selected to provide material amounting to some $1.7M. After ensuring that proper
recording keeping and adequate guidelines were in place for the issuance of building
material, actual work commenced in the communities in March 2007.

4.82 The guidelines are that each of the various contractors are to collect a quantity of
building material from the Government warehouse in Canefield to be used on pre-
selected houses for repairs in the communities. In order for the contractor to receive any
payment and further issuances of building material, all previous issuances must be
accounted for. Technical personnel supervising the project certify all claim certificates
before payments are effected. At no time should building materials be handed to
residents to effect their own repairs.

4.83 The Office of Director of Audit has conducted extensive audit examinations on
this component of the housing programme so as to ensure that all building material
issued from the Government’s warehouse are used for the intended purposes and there
are no abuse of the programme. Such extensive audit examinations have taken the
audit team of the Office of Director of Audit thus far, to the following communities to
ascertain whether the guidelines are being adhered to and that the programme
requirements are achieved.

-51-



1 St. Joseph 10. Tan Tan

2. Calibishie 11. Grand Fond
3 Capuchin 12. Cotton Hill

4 Morne Jaune 13. Cottage

5 Lagoon 14. Mahaut

6 Riviere Cyrique 15. Soufriere

7 Carib Territory 16. Scotts Head
8 Castle Bruce 17. Colihaut

9 Grand Bay 18. Paix Bouche

4.84 The Audit revealed that there were a total of twenty-six (26) contractors each
employing an average of four persons effecting repairs under the programme. However,
because of the high demand for the project there were some serious challenges faced
by the Ministry of Housing in the execution of the programme. Some of the difficulties
included limited human resource available to ensure that more residents in particular
communities benefit from the programme on a timely basis.

4.85 Another major challenge mentioned by the Programme Coordinator and verified
by the audit team, was that additional works were required on some of the houses that
were being repaired. These additional works were not budgeted for. In some instances
audit observations revealed that some houses had to be completely demolished during
repairs because the structures were in such state of disrepair that they could not
withstand any type of the renovation. Therefore, these beneficiaries received completely
new houses.

4.86 The Office of Director of Audit wishes to express that, based on the audit
examination conducted thus far, the programme is meeting its stated objective and that
all building material are being accounted for according to the stated guidelines. The
audit has found no evidence that building material were being handed over to residents
to effect their own repairs.

08/04/2008

\ - 06/12/2007

Grand Fond Capuchin

4.87 In an effort to speed up the renovation programme in the Grand Bay community,
the Grand Bay Village Council submitted budgeted estimates amounting to $1.5M for

-52 -



the Government to consider allowing that Council to effect house repairs in that
community.

4.88 Government considered and approved an amount of $1M to the Council and by
Contingencies Fund Warrant No. 97 of 2007/08 advanced an amount of $300,000 to the
Grand Bay Village Council from the Development Aid Account at the NBD.

Civil Projects — Edghill and Associates Ltd.

4.89 The Government of Dominica engaged a firm of consultants to identify coastal
areas where highways, private properties or roads and other communication links were
at risk due to coastal erosion and floods, as the majority of Dominica’s road network and
main communication facilities are located close to the shoreline and therefore, prone to
severe damages during the passage of storms. A total of thirty-five (35) such areas
were identified around the Island.

490 As at October 2006, works at nine (9) of the areas identified had been
completed. The Government of Dominica, through the Ministry of Public Works and
Infrastructural Development, identified the areas of concern in the order of priority to be
addressed as a continuing effort of mitigation against coastal erosions and floods.

4.91 During the period February 2007 to March 2008, the Government of Dominica
awarded a total of eight (8) Civil Works Contracts to the Construction Company Edghill
and Associates Ltd, and its related affiliates, Offshore Civil and Marine Ltd. and
Caribbean Contractors Dominica Ltd, amounting in total to a sum of EC$57,611,172.
Periodic disbursements for this amount are being effected from the Consolidated Fund
utilizing grant funds provided as development assistance by the Government of
Venezuela and the CARICOM Petroleum Fund.

4.92 An audit examination conducted by the Office of Director of Audit on the
legitimacy of the above companies revealed that Edghill and Associates Ltd and
Offshore Civil and Marine Ltd., were registered in other Caribbean jurisdictions while
Caribbean Contractors Ltd. was registered in Dominica.

4.93 The audit examination further revealed that the awards of those contracts were
not done by open competitive tenders but by the process of direct negotiated tenders
with the Construction Company. Generally, the Technical Services Division of the
Ministry of Public Works would prepare the designs and costs estimates for the civil
works then requests Edghill and Associates Ltd. to submit a tender based on the
designs.

4.94 The Company after producing its own technical drawings and Bills of Quantities
enters into negotiations with the Technical Services Division of the Ministry of Public
Works where all technical matters and prices are compared, discussed and agreed
upon. Once all technical matters are agreed upon and prices mutually agreed, a
recommendation is made to the Ministry of Finance for the approval of a Works

-B53-



Contract for the agreed sum. Generally the Minister of Finance would approve the
award of Works Contracts to the Company based on the recommendations coming from
the Technical Services Division of the Ministry of Public Works.

4.96 The reasons advanced to the Office of Director of Audit for using this method of
procurement is that Edghill and Associates Ltd. has developed a core competency in
the type of civil works involved — mainly sea and river defense works and bridges - and
that the Company has demonstrated its capacity to undertake and complete that type of
works in Dominica successfully. Moreover, it was felt that the Company is the only one
on Island with the capacity to successfully implement these types of civil works.
Furthermore, it was also explained that because of the utmost urgency of the works
involved it was felt that such “speed up” method of procurement was necessary at this
juncture.

4.97 While the Office of Director of Audit understands and accepts the logical
explanations outlined above, the Office must emphasize the need for competitive
tendering, whether open or by selected invitation of pre-qualified contractors, in
ensuring that the State receives value for money in the procurement of services and
that such procurements are done in an open and transparent manner.

4.98 Having recognized the potential financial risks for over-pricing on such and
similar type projects and the need to ensure that the State receives value for money,
and more-over, since it is the very same technical persons that prepare the designs and
costs estimates, who supervise the civil works on behalf of Government, and then
certify and approve claim certificates for payments; the Office of Director of Audit has
requested of the Ministry of Finance additional financial resources so as to allow the
Office to source the services of independent and competent technical professionals in
the particular field of work who can assist the Director of Audit to conduct Technical
Audits on such and similar projects as this capacity is not readily available in the Office
of Director of Audit. The Ministry of Finance officials have given their blessings to such
request and the Office awaits such increase financial resources in the 2008/09
Estimates.

4.99 The following highlights some of the works contracted to Edghill and Associates
and its affiliated Companies.

Lagoon Bridge — Portsmouth ($2,093,120)

4.100 A contract was signed on February 16", 2007 after approval was obtained from
the Minister for Finance on February 9™, 2007 to award a contract for the reconstruction
of the Lagoon Bridge in Portsmouth at a cost of EC$2,093,120 to Edghill and
Associates Ltd. Funding was provided from the CARICOM Petroleum Fund.

4.101 The related works consisted of the re-alignment of the road to include the
approaches and pedestrian sidewalks. This project was completed in September 2007.
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Audit examinations revealed, through the Smart Stream Accounting System, that a total
of EC$2,086,904 was paid to the Contractor for works executed on the project.

4.102 Itis generally felt that the works executed met its’ objective of upgrading the road
network in the area and provided improved ambiance for the community.

Soufriere/ Scott’s Head Sea Defence Wall and Road ($11.9M)

4.103 A Works Contract was signed in April 2007 with Edghill and Associates after
approval to award a contract was granted on April 16", 2007 by the Minister for
Finance, for the construction of a sea defence wall and related improvements to the
roadway between the village of Soufriere and Scott’'s Head. The contracted sum was
EC$11.9M with funding provided from the Government of Venezuela.

4.104 Construction works on the first phase commenced in May 2007 and was
completed in April 2008. Audit examinations of payments made to the contractor
revealed that a total of EC$9,173,351 was paid for works executed. According to the
information furnished by the Ministry of Public Works and Infrastructural Development,
an amount of $2.8M is still outstanding to the contractor for the completion of the
project.

-1 P : : - ~ . et
Prior to works executed Completed works
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4.105 The audit examination further revealed that the contract document stipulated that
specified equipment and vehicles purchased by the Company for use on the project
were to be transferred to the Government of Dominica upon completion of the project.
However, the Government appointed Project Manager informed the Office of Director of
Audit that the Soufriere/ Scotts Head Sea Defense Project was “works-in-progress” and
that the Ministry of Public Works and Infrastructural Development had not enforced that
particular clause of the contract since the Ministry was actively in the process of
securing the remaining funds to complete the second phase of the project and that the
same contractor would soon be re-engaged to execute the remaining works.

Indian River Bridge ($6,585,004)

4.106 The Government of Dominica signed a contract with Edghill and Associates on
September 27, 2007 after approval to award the contract was obtained from the Minister
for Finance on September 12, 2007. The contract was for the design and construction of
a two-lane bridge crossing the Indian River in Portsmouth with related road works at a
contracted sum of $6,585,004.

4.107 The audit examination revealed that works commenced in September 2007 and
at the time of writing this report the bridge platform was completed with the sidewalks
and ramps being constructed. The contractor’s representative on the site informed the
Audit that utility companies were required to move the poles and wires from the existing
areas to the new bridge to enable the completion of the western side walk and the
northern ramp. A total of $3,914,099 has been disbursed to the contractor for works
executed to date.

Colete bridge Platform Construction of sidewalk and ramp
Bayack Road and Drainage Works — Laudat ($1,358,153)

4.108 A contract was signed on October 17, 2007 between the Government of
Dominica and Caribbean Contractors Ltd after obtaining approval to award the contract
from the Minister for Finance on October 11, 2007 for the construction of three hundred
and eighty meters of concrete road with drainage, roadside barriers and a “bus-lay” in
the Bayack area on the Laudat road at a cost of EC$1,358,153.
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4.109 Audit examinations revealed that an amount of $1,744,663 was paid to the
contractor, which is $386,511 more than the contracted sum. There was no
documentary evidence submitted to the Office of Director of Audit supporting the
approval of the Minister for Finance for the amount in excess of the approved contract
amount.

- L= (T : . |
Completed road works with guard rails

Layou River Wall ($4,611,260)

4.110 A contract between the Ministry of Public Works and Offshore Civil and Marine
Ltd (Edghill and Associates) was signed for the management and procurement of a
sheet piled riverbank wall, restoration of the embankment and works from the Layou
River Bridge for 260 meters to the village of Layou.

4.111 Audit examinations revealed that the Minister for Finance gave approval on
November 23, 2007 for the award of the contract to Offshore Civil and Marine Ltd in the
sum of $4,611,260 for executing the project. In a memorandum dated November 15,
2007, the Permanent Secretary in the Ministry of Public Works and Infrastructural
Development stated that the Works Contract was not subject to tendering process; but
the direct tender and negotiation process outlined earlier was used.

4.112 This project was considered as an emergency since the area was seriously
eroded by the passage of Hurricane Dean and immediate restoration was required.
Furthermore, it was stated that the Company was the only one on the Island with the
capacity to undertake the related works. At the time of writing, the project was still
ongoing and was on scheduled as stated by the Project Manager. Thus far an amount
of EC$2,128,125 has been paid to the contractor for works
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Work in progress on the Layou River Wall
Tane Tane Sea Defence and Road Improvement- Phase 1($2, 245,810)

4.113 This project was contracted to Offshore Civil and Marine Ltd (Edghill and
Associates) for the procurement and management of a reinforced concrete sea defence
wall and related civil works along the coastal front of the village of Tane Tane in the
north of the Island. The Minister for Finance granted approval to award the contract in
the amount of $2,245,810 on December 28", 2007.

4.114 The audit examination revealed that works on the project commenced in January
2008 with the expected completion date being May 2008.
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Commencement of project Works as at May 2008

Roseau River Embankment Protection at the University of the West Indies
(EC%$4,137,594)

4.115 This contract with Offshore Civil and Marine Ltd (Edghill and Associates) was
signed on April 1, 2008 after approval by the Minister of Finance for award of contract.
This is for the procurement and management of related civil works of a reinforced
concrete wall of 142 meter long, to protect the lands used by the University of the West
Indies along the Roseau River, which was severely eroded after the passage of
Hurricane Dean in August 2007. The contracted sum amounts to EC$4,137,594.
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4.116 Again there was no competitive tendering but the direct tender and negotiation
process was utilized as a result of the emergency situation afforded to these works. At
the time of writing this report, the works had not commenced, although a start date of
April 15, 2008 was stated in the signed contract document

Coastal and River Defense Work at Melville Hall (EC$24,581,665)

4.117 Approval was granted by the Minister of Finance for award of a Works Contract
in the amount of EC$24,581,665 by memorandum dated March 20, 2008 to Offshore
Civil and Marine Ltd (Edghill and Associates) for the procurement and management of
river and sea defence works at Melville Hall.

4.118 At the time of writing this report, the Office of Director of Audit had not yet
received a copy of the signed contract with approved Bills of Quantities, and actual
works had not commenced although it was expressly stated everything should be done
to have actual work commenced by April 1% 2008.
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Chapter 5
European Union (EU) Funded Projects

5.0 As have already been stated, EU funds received for specific development
projects are under the custody of the National Authorizing Officer (NAO) and that office
is accountable for their use. The European Union Delegation in Barbados appoints its
own firm of Auditors to audit the use of those funds.

5.1 Although the National Authorizing Officer is being paid from the Consolidated
Fund of Dominica unlike the rest of his staff, The Office of Director of Audit is of the view
that in all form and substance, the National Authorizing Officer is an employee of the
European Union and operates as such.

5.2  Whereas the Office of Director of Audit has overall audit responsibility for EU
funds received as budgetary support as these funds are accounted for in the
Consolidated Fund, specific programme support from the EU are not being audited by
the Office of Director of Audit but the Office relies on the National Authorizing Officer to
provide a copy of the reports from the Delegation’s appointed Auditors. The most recent
audit was conducted by V.A Barnwell Associates, Chartered Accountants of St. Vincent
on the Eco-Tourism Development Programme (ETDP)

5.3 From the commencement of the financial year under review, (July 2006) the
programme portfolio of the EU in Dominica was in the amount of three hundred and
seventeen million, six hundred and seventy-eight thousand, nine hundred and
seven dollars (EC$317,678,907). However, at the time of writing this report, current
ongoing projects are in the amount of EC$162,177,787 as follows: -

XCD Euro
9 NIP Non-State Actor Panel 390,000 111,429
9 NIP Non-State Actor Advocacy 590,000 150,000
9 EDF Air Access — Training 1,962,273 560,649
9 EDF Air Access — Gaddakan ** 14,000,000 4,000,000
9 EDF Air Access — Colas 28,000,000 8,000,000
9 EDF Air Access - Consultancy 1,053,535 301,010
SF A99 Air Access — Budget Support 12,000,000 3,428,571
SFA 2004 Air Access - (Equipment) 13,554,523 3,872,721
STBX94 Carib Territory Water Supply 1,014,617 289,890
STB498/99/00  Carib Territory Water Supply 670,000 191,429
SFA 2003 Carib Territory Water Supply 2,398,525 685,293
SFA 2002 D/ca Social Investment Fund 15,400,000 4,400,000
SFA 2001 Agriculture Diversification 15,505,000 4,430,000
SFA 99 Banana Industry Trust 7,878,917 2,251,119
SFA 2003 Waitikubuli Ecological Trail 15,400,000 4,400,000
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SFA 2004 Business Gateway 3,500,000 1,000,000

SFA 2005 ICT Project 4,375,000 1,250,000
SFA 2005 National E Incubator 5,670,805 1,620,230
SFA 2006 Tourism Support 9,450,000 2,700,000
SFA 2006 OECS Transport Study 245,000 70,000
SFA 2002 Projects Design Fund 2,800,000 800,000
SFA 2002 NAO Office 729,593 208,455
SFA 2006 Geothermal Project 5,250,000 1,500,000
** The EU has suspended all payments but funds still available for Air Access
Programme

5.4 Presently the EU is conducting audits of the Banana Industry Trust, DSIF, and
the Office of the NAO.

Melville Hall Airport — Terminal Building, Access Road and Parking Lot Project.

5.5 Although the Office of Director of Audit does not conduct audits on specific
projects funded by the EU, the Director of Audit is now obligated because of the
inordinate delays experienced with the implementation of this project and because
payments are now being effected from the Consolidated Fund, to provide Parliament
with a synopsis of the project based on an audit review of all the reports and
documentation provided to the Office of Director of Audit by the National Authorizing
Officer of the European Union and discussions held with the EU appointed local
engineer who supervises the project and the Financial Accountant at the NAO’s Office.

5.6 The Dominica Air Access Improvement Programme — Melville Hall Airport is
comprised of two basic components. The Landside Works calls for the renovation and
expansion of the terminal building, car park and access road improvement; whereas the
Airside Works calls for the extension of the runway, installation of runway lighting and
the improvement to the aprons. These two components of the project are to be funded
by the European Union in accordance with the rules and regulations pertaining to the 9™
EDF CRIP.

5.7 The EU was providing funding for the entire improvement programme in the
amount of 11,950,0000 Euros or EC$35,850,000 however, an amount of 4,500,000
Euros or EC$14,000,000 was earmarked for the Landside works.

Compliance

5.8 Because the Contracting Authority’s estimate of the contract value (based upon
the job specifications) was under € 5 million, an open local tender was used (in
compliance with EDF rules) — advertising in the Caribbean press. (Article 3.2 of the
Financing Agreement refers to an “accelerated procedure” for the Phase 1). A request
for tenders was made in February 2004 and the deadline for submission of tenders was
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May 14, 2004. Seven tenders for the Works Contract were received (from across the
Caribbean), but only six tenders met the advertised criteria. The tender received from
Geo Tech (from Antigua) for the sum of EC$ 23,004,457.97 was excluded on the
grounds that only one copy (and not three) of the proposal was submitted. It was
deemed to be a non-compliant bid, and so only the six compliant tenders were
reviewed.

5.9 All of the seven tenders were received on May 14, 2004 and opened in public
(including representatives from each of the bidders), and a two-and-a-half page Tender
Opening Report was issued. An Evaluation Committee (chaired by the NAO) met on
June 3, 2004 to assess the six valid tenders: checking them arithmetically and
correcting them for any mistakes, as shown below.

Tender Submitted Corrected Corrected
Tender Tender Tender
EC$ EC$ € equivalent
Emile Gaddarkhan & Fils SA 13,961,835.90 14,095,311.60 € 4.2 million
Professional Technologies 16,590,000.00 16,589,705.75 € 4.9 million
(Dominica) Inc. (“Pro-Tech”)
Edghill Associates Limited 18,908,428.00 17,842,979.81 € 5.3 million

NH International (Caribbean) 21,229,297.13 21,229,297.13 € 6.3 million
Limited

Trinidad Contractors Limited 21,279,596.81 21,279,596.81 € 6.3 million
E. Pihl & Sons 28,590,000.00 28,590,000.10 € 8.5 million

5.10 Following the tender review, the Evaluation Committee issued a Tender
Evaluation Report recommending that the contract be awarded to Emile Gaddarkhan &
Fils SA - the bidder with the lowest price. The tender report was very brief (three pages
long) and did not address any errors contained within the pricing of the tenders. These
errors, however, were documented in the Hippolyte & QS report of June 26" 2006.

5.11 As can be seen from the table above, there was wide variation in the tender
prices with the highest-priced tender being twice that of the lowest, but there did not
appear to have any evaluation conducted on the differences between the bids. In
selecting price as the only criteria for awarding the contract, the works contract was
awarded correctly to Gaddarkhan (lowest bid price). Contractual works commenced on
the project on June 12, 2004 after the signing of the works contract between the
Government of Dominica and the Contractor.
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Technical Audit

5.12 The original tender was awarded on the basis that the structure of the terminal
building would be of steel frame (and all bids were submitted on this basis). However,
Gaddarkhan, having won the Works Contract with their low price, requested the change
from a steel frame structure to one of reinforced concrete. This request was not
substantiated with supporting documents such as drawings nor revised Bill of Quantities
reflecting changes in the scope of works and associated costings.

5.13 By letter of May 4, 2005 and addressed to the Ministry of Communications &
Works, Attn: Mr. V. Trotter — Project Supervisor - Emile Gaddarkhan et Fils Ltd made a
formal request to change the original steel frame structure to reinforced concrete; a
significant departure from the original design and signed contract. The following day i.e.
May 5, 2005 the Project Supervisor to whom the letter was addressed approved the
request.

5.14 There was no documented evidence available to indicate that the Permanent
Secretary or any other Officer of the Ministry neither the NAQO’s Office nor the Cabinet of
Ministers was informed prior to the approval of that significant change. Notwithstanding
the foregoing, it must be mentioned that the Project Supervisor had the authority in the
Works Contract to approve and effect changes to the works.

5.15 The documented reasons advanced by Gaddarkhan for the requested change
was that “the request had become necessary because the Company found it
virtually impossible to obtain a supplier and fabricator of the required steel. This
was due to the existing scarcity of steel on the world market and the situation had
been made worse by the fact that the quantities required for Melville Hall were
relatively small” However, the Director of Audit did not receive or was made aware of
any evidence to indicate that Gaddarkhan had in fact made any attempt to source the
steel frame from any supplier on the world market.

5.16 The reviewed documents indicated that reinforced concrete frame structure was
a lower cost option to a steel structure, but as the documented information revealed the
steel structure was originally requested because it was a quicker-build solution in order
to open the terminal building in time for the cricket world cup in April-May 2007. (No
matches were being played in Dominica, but it was felt that there would be many more
visitors to the Caribbean as a result of the cricket).

5.17 The tender documents revealed that Gaddarkhan’'s bid for the steel frame
structure was lower than all the other tenders — the Contractor’s price for the steel frame
and floor slab being EC$930,679 as the following indicates.
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Contractor Steel Frame Floor Slab Total

Emile Gaddarkhan $880,829 $49,850 $930,679
Professional Techs 1,310,315 53,738 1,184,052
Edghill Associates 1,195,556 53,103 1,248,658
Trinidad Contractors 1,094,208 63,695 1,157,903
NH International 1,836,178 66,780 1,902,978
Phil & Son 1,715,331 119,379 1,834,710

5.18 Based on the audit review, it was found that the change from the steel frame to
reinforced concrete was approved without following normal procedures whereby a new
design should have been done, reviewed and costed by the appointed consultants for
the project. Works on the reinforced concrete frame commenced in June 2005 and was
completed in November 2005 without the presentation of formal approved designs,
drawings and costings for the change in the scope of works.

5.19 The reviewed records and documents indicated that during this period there were
numerous pieces of correspondence which ensued between all the relevant parties
pertaining to the absence of drawings, costings and cost comparisons for the change
from structural steel to reinforced concrete. (The Director of Audit reviewed a total of
nineteen (19) pieces of correspondence, which ensued between the parties).

5.20 The signed contractual document between the Contractor and the Government of
Dominica stipulated that the Contractor should have provided new Bills of Quantities
and Drawings to reflect this substantial change. The reviewed correspondence and
documentation revealed that the Contractor by March 2006 had not produced any such
documents nor costs comparisons for the change despite the numerous
correspondences requesting and urging the Contractor to produce such.

5.21 As a result of the changes and the tardiness of the Contractor in providing the
requested documents, the European Union suspended all payments to the Contractor
and sought the services of Hippolyte & QS Associates — Quantity Surveyors & Project
Managers of St. Lucia to conduct a technical evaluation on the project. Furthermore the
EU sought the services of Moore Stephens LLP, an Auditing Firm from London to
conduct a Financial and Technical Audit on the project.

5.22 The European Union made payments directly to the contractor (E. Gaddarkhan &
Fils SA), by then the EU had already disbursed an amount of EC$4,065,517 for certified
claims submitted by the Contractor as follows.

-64 -



Date Details EC$ €

7.3.05 | Payment in advance (10% of 1,407,027.64 | 394,652.57
contact value)

18.7.05 | Interim certificate No.2 1,460,493.65 453,851.93

13.3.06 | Interim certificate No.3 1,197,995.30 359,661.14

4,065,516.59 | 1,208,165.64

5.23 The key issue for the EU as expressed in the terms of references was “whether
Gaddarkhan deliberately tendered with a steel frame structure at an
unrealistically low price in order to win the Works Contract, but always with a
mind to subsequently switch to a concrete structure.”

5.24 In addressing the above issue, Moore Stephens LLP — The London Auditing Firm
in their report of their findings on the matter to the European Commission, a copy of
which was forwarded electronically to the Director of Audit, expressed the following
opinion: -

5.25 *“Although Gaddarkhan’s steelwork rates are consistently lower than those
of other tenders, there is no evidence to support the assertion that the steel frame
was deliberately priced low with the intent of subsequently requesting a switch to
a concrete frame. Equally, however, there is no evidence to support
Gaddarkhan’s reasons for requesting and effecting the change”

5.26 “ltis true that market demand was increasing for steelwork at the time of
the planned procurement, with resulting sharp increases in prices. A change
from a steel frame to a concrete frame would clearly, therefore, have been
beneficial to Gaddarkhan as their steelwork rates were already low in an
escalating market. At the time of tender, although Gaddarkhan’s steelwork rates
were lower than the other tenders they still represented a realistic market price
for carrying out the works on a competitive basis. However, as the procurement
was delayed, the escalating prices in the steelwork market would have made
Gaddarkhan’s quoted steelwork rates less achievable and less realistic”.

5.27 Based on the various reports and documents reviewed, the Director of Audit
concurred with the above expressed opinion.

Site Supervision

5.28 Supervision for the project was provided by a Clerk of Works and the
Supervisor's Representative (resident engineer) Mr. Striedl of Dorch Consult GmBH
who was employed through a framework contract to ensure complete independence.
His contract was for a one-year period starting in June 2005. Between these two officers
the construction was fully supervised throughout. In addition, the Government’s Project
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Supervisor Mr. Vivian Trotter was also in attendance on a fairly regular basis. It was
found that the control of the works during the construction appeared to have been at a
reasonable standard, although the Contractor never provided a suitable level of
supervision in the form of an engineer on site.

5.29. The independent reports of the technical evaluation of Hippolyte & QS
Associates and the London Auditors both conclude, “The construction of the New
Terminal Buildings appeared to have been carried out to a reasonable standard.
The examination of all visible concrete framing including beams, staircases, and
columns showed the quality to be uniformly good, with no signs of deterioration
or noticeable movements. No spilling or staining due to substandard cover to the
reinforcement, or shrinkage, cracking was observed during the site visit”.

5.30 *“The alignment and level would also appear to be good, with no noticeable
deflections, although the construction was only one year old. The concrete
retaining wall which bounds the west side of the site appears to be sound and
constructed with dense facing to the concrete, and with sufficient weep holes to
prevent any water pressure build up behind the wall. The Control Tower was not
complete with only the framing in place; this however appears sound, with what
appears to be adequate fixings into the concrete beamary”

Financial Audits

5.31 Financial documents and reports reviewed by the Director of Audit revealed that,
in submitting their tender (including the supporting Bill of Quantities, (BoQ), Gaddarkhan
significantly under-estimated the cost of constructing the river-side retaining wall, using
a cubic yard rate for concrete of EC$45, rather than the EC$510 per cubic yd, as used
elsewhere in the BoQ. In building the wall as specified (621.33 cubic yards),
Gaddarkhan was contractually obliged to honor the original BoQ price of EC$45 per
cubic yd. (All the other bids ranged from EC$497 to EC$639 per cu. yd).

5.32 However, the records indicate that in the actual construction of the wall, there
were approved amendments to the original plan, and, as a result, an additional 72.67
cubic yards of concrete was used.

5.33 Under such circumstances, where the Contracting Authority had approved the
adjustment, the additional materials should have been billed at an agreed rate and
treated as a “variation”. The appropriate rate should have been EC$ 510 per cubic yd as
stated elsewhere in the BoQ. However, Gaddarkhan treated the whole wall as a
“variation” — costing it all at the much higher (EC$510) rate, thereby over-claiming by
EC$288,918. It is interesting to note that the technical supervisors on the project
certified the claims and the EU paid the amount.
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Financing

5.34 As indicated earlier, the European Union had suspended all disbursements of
funds under the 9™ EDF to the Contractor. As a result, and for a period of about twelve
months, the Contractor did not receive any payments resulting in the protracted delays
on the project. However, after negotiations with the EU Delegation in Barbados, the
Government of Dominica with the consent of the EU had to decide to finance that
component of the project from the Consolidated Fund utilizing a portion of the budgetary
support allocation received as development assistance from the EU. At the same time,
the amount originally allocated to the project under the 9" EDF was reassigned to
another component of the Air Access Improvement Programme.

5.35 As a result, an amount of €3,428,571 or EC$12,000,000 from SFA99 part of the
amount received as budgetary support was allocated to the project and payments are
effected directly from the Consolidated Fund. In addition, the EU Delegation had to
employ its own project engineer to provide supervision.

5.36 To date the following payments for claims presented by the Contractor and
certified by technical personnel supervising the project as reviewed on the Governments
Smart Stream Accounting System has been made.

Interim Certificate Amount Paid Date Paid
#4 $ 304,072 6-15-07
#5 719,026 6-18-07
#6 192,797 10 -15- 07
#7 498,260 11 -27 -07
#8 38,606 02 - 06 -08
#9 502,189 02 -18 -08
#10 559,622 05 -25 -08

Totals $2,814,572

General Conclusion

5.37 While the Audit review found no evidence of wrongdoings or irregularities on the
part of any Government Official working on the project, it was generally felt that there
were deficiencies in the awarding and subsequent management of the Works Contract
in the following respects:

e« The tender evaluation was not sufficiently robust so as to detect anomalies
including the Contractor’s under-pricing for the retaining wall work. Had there
been a more in-depth analysis of the bids by the EU appointed evaluation panel,
the risks potential for costs overruns and delays would have been exposed and
the Works Contract may not have been awarded to Gaddarkhan solely on the
basis of the lowest bidder.
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« The Government's Project Supervisor's approval of the change from a steel
frame structure to a reinforced concrete structure was given without any
drawings or revised Bill of Quantities and without the prior knowledge of the
European Union - the Funding Agency. Furthermore, the tardiness of the
Contractor to provide new Bills of Quantities and cost comparisons for the
change even after numerous requests to do so is unexplainable.

e The October 2005 over-stated claim certificate was certified correct and
approved for EU payment by Technical Personnel supervising the project.
Gaddarkhan should have been held to the ridiculously low price of EC$45 per cu
yd of concrete for the retaining wall as quoted in his tendered Bills of Quantities.
The more realistic price of EC$510 per cu yd was approved for the entire wall
causing an overpayment on that component.

e There were significant delays in the Contractor carrying out the construction
work, and the Works Contract does not provide any incentive for the Contractor
to keep to the timetable.

5.38 Based on the review conducted, The Director of Audit can only conclude that the
low price bidding of the Contractor on this project leaves little room for maneuver in a
period of escalating prices and as such has kept his work force on the project to a bare
minimum thus causing significant delays in the project’s completion.

5.39 In conducting this review, The Office of Director of Audit did not conduct any
briefings with the Contractor, the initial Project Supervisor or Officials of the relevant
Ministry but relied on documents and reports made available by the NAO’s Office.
These include the tender documents, report of the evaluation panel, minutes of
meetings, the Works Contract, correspondences emanating from the parties, claim
certificates, and more importantly the reports of Hippolyte & QS Associates of St. Lucia
who conducted a Technical Evaluation including the provision of New Bills of Quantities
for the reinforced concrete structure and the Financial and Technical Audit Report of
Moore Stephens LLP of London.

5.40 However, The Office of Director of Audit held discussions with and was
thoroughly briefed by Mr. Joseph Flosiac, Project Engineer attached to the NAO’s Office
and presently assigned to the project.

5.41 The Office of Director of Audit wishes to express its gratitude to the staff at the
NAQ'’s Office for the invaluable assistance provided during the conduct of this review.
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