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Letter

OFFICE OF THE DIRECTOR OF AUDIT
TREASURY BUILDING

ROSEAU

COMMONWEALTH OF DOMINICA

8" July, 2009

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, 2008; included also is my
AUDIT CERTIFICATE.

The Financial Statements have already been certified on 24™ April, 2009 and
have been transmitted to your office by the Accountant General.

Yours faithfully,

Sgnd. Clarence V. Christian
CLARENCE V. CHRISTIAN
DIRECTOR OF AUDIT



Certificate of the Director of Audit

AUDIT CERTIFICATE OF THE DIRECTOR OF AUDIT

ON THE ACCOUNTS OF THE COMMONWEALTH OF DOMINICA
FOR FISCAL YEAR ENDED JUNE 30™ 2008

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™ 2008, 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)), 10 and 14, the Financial
Statements for fiscal year 2007/2008 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

April 24, 2009



Statement of Assets and Liabilities

2,007

0
43,252,589
54,180
2,639,265

45,946,034

9,297

9,297

49,835,631

72,437
(7,366,223)

(7,293,786)

88,497,177

LIABILITIES

DEPOSITS

Other Governments
Public Offices
Individuals
Miscellaneous

ADVANCES

Postmaster

INVESTMENTS
General Development Loan
Sinking Fund

SHORT TERM
BORROWINGS
Sub-Treasuries
Cash

COMMONWEALTH OF DOMINICA
STATEMENT OF ASSETS AND LIABILITIES AS AT 30 JUNE 2008

2,008

0
24,399,392
51,411
1,611,492

242,234

73,984,520

39,405
11,419,915

26,062,295

242,234

73,984,520

11,459,321

2,007

1,657,242
306,641
57,928,379
43,125,080

102,917,342

239,534
845,377
18,628,532

19,713,444

49,835,631

(7,497,949)
76,471,290
(83,969,239)

111,748,370

88,497,177

ASSETS

CASH BALANCES

Crown Agents
Imprests

Other Cash Accounts
Development Account

ADVANCES

Other Governments
Public Officers
Miscellaneous

INVESTMENTS
General Development Loan
Sinking Fund

CONSOLIDATED FUND
Opening Balance
Deficit for 2007/2008

2,008

1,657,242
250,525
61,879,290

10,337,030

246,187
1,102,626
17,643,549

73,984,519.54

(83,969,239)

28,716,639

74,024,087

18,992,363

73,984,520

(55,252,599)

111,748,370




Annual Abstract Accounts of Receipts and Payments

2007

EC$

101,863.61
12,476,716.86
3,302,304.00

4,690,000.00
20,570,884.47

23,066,593.01
5,919,631.66
0.00
278,522.02

29,264,746.69

49,835,631.16

Commonwealth of Dominica
Statement of Investments
As at 30th June 2008

General Development Loan Sinking Fund(ECCB)

Call Account
Investments in Fixed Deposits
Investment in Treasury Bills
Investment in Bonds

Total Investments held with ECCB

Investments with ECCB ESCROW Fund

Investment Fixed Deposit

Investments with Royal Merchant Bank

Sinking Fund
Debt Service Reserve
Security Account
Funds held on Deposit
Total Investments held with Royal Merchant Bank

Total Investments held

PROPERLY PRESENTED

RA

CAL.

CLARENCE V. CHRISTIAN
DIRECTOR OF AUDIT

W 4,2 89

ECS$

101,851.10
13,222,737.06
3,876,468.00
4,690,000.00

22,828,716.69

23,066,593.01
5,919,631.66
0.00

278,522.02

2008

ECS$

21,891,056.16

22,828,716.69

29,264,746.69

73,984,519.54

OUNTANT GENERAL



DESCRIPTION
OF DEBT

GEN. DEV. LOAN
Restructured Bond - Participating Long

GEN. DEV. LOAN
Restructured Bond - Participating Intermediate

GEN. DEV. LOAN
Bond - Participatit sC

GEN. DEV. LOAN
Restructured Bond - Participating Short

GEN. DEV. LOAN
Restructured Bond - Participating Short SC

GEN. DEV. LOAN
R Bond - Non F

TREASURY BILLS

SHARE ACQUISITION
CABLE & WIRELESS
DOMINICA

RESTRUCTURED LOAN RBC
RESTRUCTURED LOAN BNS

RESTRUCTURED LOAN NBD

PROPERLY PRESENTED

AMOUNT OF
ORIGINAL
LOAN
$

85,346,110

10,915,448

200,000

10,000

29,439,000

3,931,000

44,432,630

21,000,000

6,920,000

4,929,961

7,969,995

215,094,144

COMMONWEALTH OF DOMINICA
STATEMENT OF PUBLIC DEBT (DOMESTIC DEBT) AS AT JUNE 30TH 2008

DATE INCURRED
AND PURPOSE

GEN. DEV.

GEN. DEV.

GEN. DEV.

GEN. DEV.

GEN. DEV.

GEN. DEV.

GEN. DEV.

1ST APRIL 1995

11TH MAR 2005

24TH DEC 2004

31 MAR 2005

AMOUNT RATE OF PROVISION FOR DATE
OUTSTANDING INTEREST REPAYMENY AND PAYABLE
30/06/08 LEGAL AUTHORITY
$
85,346,110  3.50% SINKING FUND CONTRIBUTIONS TO BE 1985/87

8,732,359

200,000

7,000

29,439,000

3,931,000

45,655,000

17,774,530

6,055,000

4,518,099

7,316,882

208,974,981

3.50%

3.50%

3.50%

3.50%

3.50%

9%

8%

8%

7.5%

DETERMINED BY THE MINISTRY OF
FINANCE ACT NO. 22/72

-DO- ACT NO. 29/74 1992/94
-DO- ACT NO. 29/74 2002/2007
-DO- ACT NO. 29774 2002/2006
-DO- ACT NO. 29/74 2003/2008
-DO- ACT NO. 29/74 2007

-DO- ACT NO. 29/74

REPAYABLE WITHIN 132 MONTHS

BY MONTHLY ROYALTIES

REPAYABLE BY 10 YEAR STRAIGHT AMORTIZATION WITH
A TWO (2) YEAR PRINCIPAL MORATORIUM

REPAYABLE OVER TWELVE (12) YEARS WITH
A TWO (2) YEAR MORATORIUM ON PRINCIPAL

REPAYABLE OVER TWELVE (12) YEARS IN EQUAL MONTHLY INSTALMENTS
WITH A TWO YEAR MORATORIUM ON PRINCIPAL



COMMONWEALTH OF DOMINICA
STATEMENT OF PUBLIC DEBT (EXTERNAL DEBT) AS AT JUNE 30TH 2008
PART | - LOANS SERVICEABLE FROM GOVERNMENT BUDGET

CREDITORS BALANCE BALANCE
ATJUNE 302007 AT JUNE 30 2008
Agence Francaise de Developpement 23,392,224 20,013,669
American Life Insurance(Decker) 4,714,335 4,714,336
Bank of St Lucia 1,469,625 1,469,626
Capital Life ‘ 1,747,952 1,747,952
Caribbean Deveiopment Bank 130,622,222 128,281,280
Govt / Central Bank of Belize 2,700,000 2,700,000
Eastern Caribbean Central Bank 77,206
Edghill & Associates 1,644,000 1,644,000
Export-import Bank of the Republic of China 29,169,870 26,912,601
European Investment Bank $4,251,740 $4,474,931
Government of Bahamas 4,050,000 4,050,000
Government of Barbados 13,500,001 13,500,000

Government of St. Vincent & the Grenadines

Government of Trinidad and Tobago 10,000,000 10,000,000
International Bank for Recon and Develop 7,930,863 5,803,413
International Commercial Bank Limited 6,750,000
International Development Association 66,915,020 74,527,884
International Fund for Agricultural Dev 6,973,189 6,907,860
International Monetary Fund 34,141,538 43,014,694
Kuwait Fund for Arab Economic Development 3,859,862 4,199,957

Life of Barbados -
National Insurance Scheme - Grenada 2,700,000 2,700,000

National Insurance Scheme St Vincent - -

National Insurance Board Barbados $1,086,000 $1,086,000
Planning and Stantec Limited (Barbados Mutual) 6,928,624 6,928,624
Royal Merchant Bank 82,582,059 82,582,056
Sagicor Life 4,583,800 4,583,800
Societe Generale 28,185,895 28,185,894
Others 1,516,471 1,516,471

474,642,284 488,295,126




PART Il - LOANS NOT SERVICEABLE FROM GOVERNMENT BUDGET

Agence Francaise de Developpement
Caribbean Development Bank

European Investment Bank

Kuwait Fund for Arab Economic Development

Export- import Bank of the Republic of China

GRAND TOTAL

PROPERLY PRESENTED

M——\, t M .
CLARENCE V. CHRISTIAN
DIRECTOR OF AUDIT

>/t /29

EXTERNAL DEBT
OTHERS(Bonds)

Daphne Brown
Government of Honduras
Guyana & Trinidad Mutua
John Layne

National Insurance Guyar
National Insurance Guyar
George S & Rosamund S
George S & Rosamund S
George S & Rosamund S
George S S Goodluck
OECS Drug Service
Phillip Beaman

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

Bdos Central Bank

IBM Canada

BALANCE BALANCE
AT JUNE 302007 AT JUNE 30 2008
6,411,372 5,277,873
96,704,116 96,041,210
6,860,597 7,715,978
7,328,044 7,178,408
630,021 450,022
$117,934,150 $116,663,489
$592,676,434 604,958,615
ACCOUNTANT 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



GOVERNMENT OF THE COMMONWEALTH OF DOMINICA
ABSTRACT ACCOUNT - REVENUE AND EXPENDITURE
FOR FINANCIAL YEAR ENDED JUNE 30, 2008

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 and Royalties

150 Rents, Interests, etc.

185  Financial Services

160 Other Revenues

165  Economic Citizenship

Total Recurrent Revenue

CAPITAL REVENUE
Head #

210 Local Capital Revenue

220 Receipts from Grants
230 Loan Funds

Total Capital Revenue

Opening Cash Balances 01/07/07

2007/2008

$
62,699,308
54,965,696
146,277,455
10,000,794
15,938,281
11,632,590
2,562,439
6,649,911
0
13,108,024
230,129

323,964,627

1,819,484
60,020,083
9,794,603

71,634,170

116,148,828
511,747,625

2006/2007

Actual Revenue 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



RECURRENT EXPENDITURE

Head #

D21 President

D24  Ministry of Legal Affairs

D25 Legislature

D26 Audit

D28 Elections

D29  Ministry of Trade and Industry

D30 Prime Minister's Office

D31 Ministry of Finance and Social Security
D32 Ministry of Agriculture

D33  Ministry of Education

D34  Ministry of Housing, Lands & Telecoms.
D35 Ministry of Community Development
D36  Ministry of Health & the Environment
D39  Ministry of Tourism

D50  Establishment, Personnel & Training
D52 Ministry of Public Works

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 Trade and Industry

Prime Minister's Office

Ministry of Finance and Social Security
Ministry of Agriculture

Ministry of Education

Ministry of Housing, Lands & Telecoms.

Ministry of Community Development
Ministry of Health & the Environment
Ministry of Tourism

Establishment, Personnel & Training
Ministry of Public Works

Total Capital Expenditure

Closing Cash Balances 30/06/08

2007/2008 2007/2008

Actual Expenditure Estimated
728,727 873,283
6,392,548 6,604,886
870,434 897,466
831,548 913,904
462,010 600,854
10,181,171 10,390,515
31,828,487 31,404,209
90,280,108 81,016,395
8,281,571 8,510,656
52,079,403 51,775,862
6,479,415 7,386,844
12,919,187 13,529,036
34,060,865 35,129,571
4,883,060 5,087,777
7,879,267 8,208,406
33,406,963 34,814,449
301,564,763 297,144,113
199,906 200,000
956,776 956,777

- 120,000
10,861,684 12,032,905
5,278,420 12,250,752
12,995,489 22,464,745
10,473,718 13,574,152
30,524,905 44,639,191
4,326,852 9,393,922
1,572,311 3,327,408
3,055,536 7,728,511
1,588,120 6,613,243
40,916,957 55,076,505
122,750,674 188,378,110

$87,432,188

511,747,625



Notes to the Financial Statements

GOVERNMENT OF DOMINICA — CONSOLIDATED FUND

NOTES TO THE FINANCIAL STATEMENTS
FOR FINANCIAL YEAR ENDED JUNE 30™, 2008

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
2007/08 on July 25, 2007. The General Warrant and Certificate required in
accordance with the provisions of the Finance (Administration) Act No. 4 of 1994
were dated August, 2007 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 2007/2008, 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", 2008, the balance on the Consolidated
Fund was as follows:

Recurrent Revenue $323,964,627

Capital Revenue 71,634,170

Total Revenue $395,598,797
Less

Recurrent Expenditure $301,564,763

Capital Expenditure 122,750,674

Total Expenditure ($424,315,437)
Deficit (Excess Expenditure over Revenue) ($28,716,640)
Fund Balance Accumulated Surplus at July 15t 2007 $83,969,240



Fund Balance (Accumulated Surplus) at June 30" 2008 $55,252,600
Note 3. Reporting Entity

These financial statements report the financial position, operations and
transactions resulting from the activities of the Consolidated Fund and
comprise 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 had 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 presented by the Financial
Statement, 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 recognized 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 monies so raised are usually
recorded as revenue received.



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. These comprised of the following:-

June 30, 2008 June 30, 2007

Crown Agents $1,557,242 $1,557,242
Cash Imprest 250,525 306,641
Other Cash Accounts 36,579,290 45,686,269
Fixed Deposits 25,300,000 15,000,000
Development Accounts 10,337,030 43,125,080

$74.024,087 $105.675,232

A)

The sub-heading ‘Other Cash Accounts’ included some of the following:-

() Debt Restructuring Account — Escrow $2,208,752

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 into revenue.

()  Electricity Fund Account $1,047,842

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.

()  IMF Account — ECCB $25,465,917

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. The increase in
this account balance over the previous year represents an EC$8.8M
emergency loan from the International Monetary Fund received after
Hurricane Dean. This loan was earmarked for agricultural purposes.

(iv) Sale of Industrial Estate Account $421,100

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



B)

C)

(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 National bank of Dominica.

(vi)Financial Center Rental Account $2,806,011

This is the proceeds of rent received from tenants occupying the Financial
Center. The amount is held in an account at the National Bank of
Dominica.

Fixed Deposits $25,300,000
This amount includes $15.3M at the Bank of Nova Scotia and $10M at the
National Bank of Dominica.

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", 2008.
They comprised of the following:-
2007/2008 2006/2007

$ $
NBD 115001245 Agricultural Diversification 22,070 22,070
NBD 115000272 Development Aid Account (444,330) 34,112,429
NBD 115001196 Jimmit Housing Development 4,016,488 3,074,613
NBD 115003112 Northern Education Project - 619,940
NBD 115002910 Ecotourism Sites 6,742,802 5,296,128
Total 10,337,030 43,125,180

® X 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.
At the end of June 2008, this account recorded an overdrawn balance of
$444,330. All amounts were utilized for ongoing development projects.

BHHKOQ 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.

In June, 2008 there was a no objection from the Caribbean Development
Bank for a request by the Ministry of Finance to utilize one million Eastern



Caribbean dollars (EC$1M) from this account to meet expenses related to
the upgrading of the Cabrits site.

Note 6. Bank Balances — Current Account

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

June 30, 2008 June 30, 2007

$ $
National Bank of Dominica ($3,524,989) $12,023,725
Royal Bank of Canada 311,437 413,844
Bank of Nova Scotia 722,219 766,762
First Caribbean International Bank 357,757 242,495

($2,133,576) $13.446.826

Parliament approved in aggregate an amount of $29.5M overdraft facility with the
various financial institutions in July, 2007 to meet Central Government’s overdraft
requirements. The records indicated that, except for some brief periods,
Government had in the main operated without utilizing the overdraft facilities
approved by Parliament, throughout the financial year.

Note 7. Investments

All investments are stated at market value, and the amount of $73,984,520
represented Government Investments as at end of June 30, 2008 made up as
follows:-

June 30, 2008 June 30, 2007

$ $
ECCB $44,719,773 $20,570,884
Royal Merchant Bank 29,264,747 29,264,747

$73.984,520 $49,835,631

The increase in the ECCB investment account includes an amount of EC$20M
transferred from the Escrow Account at the ECCB to the investment account.

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 527,174

Dominica Co-op Credit Union League 23,763



Garraway Apartel 1,409,657

Southwestern Investments Ltd. 1,114,630
White River Campground/Jungle Bay 6,123,257
Kootney Resorts 1,155,827
Dominica Banana Producers Limited 855.065
Total $18,537,398
Note 9. Statement of Public Debt

a) Bonds

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

Participating Long $85,346,110
Participating Intermediate 8,732,359
Participating Short 29,446,000
Special Consideration 200,000
Non-Participating 3.931.000
Total value of bonds $127.655,469

Non-Participating bonds consist of bondholders who did not consent to
participate in the restructuring process.

Bond interest is recognized as expenditure as it becomes due and amount is
paid. Interests are paid semi annually and bonds are to be redeemed at the
existing face value.

§l® 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:

2007/2008 2006/2007
$ $
Local Banks 16,312,000 8,900,000
Dominica Social Security 17,880,000 17,880,000
ECCB 7,266,000 9,836,000
Others 4,197,000 6.579,000

Total $45,655,000 $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 (20%) share acquisition in Cable and 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 June 30, 2008 was $17,774,530. However,
according to information from Cable and Wireless the balance at that date was
$21,574,247. 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, 2008 June 30, 2007

$ $
National Bank of Dominica 7,316,882 7,832,407
Royal Bank of Canada 6,055,000 6,804,667
Bank of Nova Scotia 4.518.100 4,783,368
Total $17.889.982 $19.420.442

a) The loan at the National Bank of Dominica was the former DBMC loan
overdraft taken over by the Government of Dominica. The loan is to be
repaid over a twelve (12) year period with two (2) years moratorium on
principal and carries an interest rate of 7.75%.

b) The Royal Bank of Canada loan consists of the former DBMC
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%.

Note 11. External Debt

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.

The total External Debt of Central Government excluding external contingent
liabilities at June 30, 2008 translated at exchange rates existing at the date
amounted to $488,295,126.

Note 12. Other Liabilities

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

Public Offices ($24,399,392)

This amount takes into account net balances of various deposit 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 Acct. No. 120029896. The maturity date is 31/12/2008.

Unpaid Vouchers ($1,262,776)

This represents payment vouchers that were not claimed for over six (6) months.
These vouchers if remain unclaimed for five (5) years are written back to
revenue.

Suspense Account ($1,250,234)
This account was opened to hold the unreconciled difference in the cashbook as
at December, 2004 which is the cut off period of bank reconciliation statements.

Social Security Deduction Arrears ($1,493,330)

This is the Treasury’s balance as at June 30, 2008. However, information
received from the Dominica Social Security (D.S.S.) showed the balance at that
date as $1,330,449. The amount owed represents late fees and interests which
were being charged by D.S.S. but not recognized by the Treasury. The amounts
charged have since been recognized. The amount is being repaid by the Social
Security withholding of sickness benefits to government employees and applying
same to outstanding balance. The Government pays its employees their full
salaries while on sick leave.

Deposit to Secure Duties ($10,168,743)

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 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, 2008 June 30, 2007
$ $
Sub Treasury Marigot 10,000 (13,117)
Sub Treasury Portsmouth (49.405) (59,320)
Total (39.405) (72,437)

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 are done through
journal adjustment vouchers.

Note 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, 2008. These are all cheques for which
a six-month period had not elapsed. The amount shown as salary and wages —
DSS represents payment for June 2008 which had not been collected by the
Dominica Social Security.

June 30, 2008 June 30, 2007
$ $
Salary and Wages — DSS 891,308 33,544
Treasury Bills 47,864 52,198
Firms and Merchants 1,251,468 1,394,738
Local Institutions 336,091 77,515
Individuals 2.588.444 3,258,813
Total $5,115.175 $4.816.808

Note 14 Miscellaneous $20,741,983

Suspense — Other 16,238,057
Advances — Other 3,484,976
Stolen Cheques 2,178

Operating Account ECCB 165,923



Mission in Washing DC 33,425

Mission in New York (30,651)
Mission in Cuba 143,898
Dominica High Commission (139,781)
Cashier 2,600
Mission in London 841,358
Total $20,741,983

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 been submitted to the
Financial Secretary.

Note 15 Domestic Contingent Liabilities $27,259,092

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, 2008. The relevant local banking
institutions confirmed these balances.

Overdrafts June 30,2008 June 30, 2007
Roseau City Council 37,782 53,104
Dominica Solid Waste Management Corp. 108,337 76,830
Dominica Export Import Agency 482,318 445,751
Public Works Garage 0 421,787
Dominica Lotteries Commission 258,381 395,733
Dominica Festivals Commission 482,357 157,020
Dominica Broadcasting Corporation 256,861 404,313

Total Overdrafts $1.626,036 $1,954,538



Loans June 30, 2008 June 30, 2007

Public Works Garage 1,339,219 -

Government Housing Loans Board 2,686,024 3,208,388
Agricultural and Industrial Dev. Bank 13,376,399 14,548,219
Dominica Port Authority 3,527,363 3,867,029
Dominica Broadcasting Corporation 100,831 147,041
Dominica Water and Sewerage Company __4,603,220 5,082,618
Total Loans $25.633.056 ($26,853.295

Note 16 Dominica Lotteries Commission

By Agreement dated August 25, 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 June 30, 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.

Clarence V. Christian
Director of Audit



REPORT OF THE DIRECTOR OF AUDIT ON THE AUDIT OF
THE ACCOUNTS OF THE COMMONWEALTH OF DOMINICA
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

CHAPTER 1

Introduction

1.1 This Report for the fiscal year ended 30" June, 2008 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

1.2  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 -

(a) 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

1.1 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.

112 These techniques included: -

(a) Interviews with relevant officials at all ministries, departments and
offices.

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

(x) 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 30, 2008. After several adjustments were effected, the
final accounts were submitted by the Accountant General on April 14, 2009
certified and signed by the Director of Audit on April 24, 2009 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 1
Auditors 2
Audit Officers 4
Audit Clerks 10
Secretary 1
Data Entry Clerk 1
Messenger A
Total 20

Reporting Process and Practices

1.22 The Constitution and Audit Act allow 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.

Smart Stream System

1.25 The Smart Stream Product Suite continues to be the Government’s main
computerized accounting software through which all transactions are being
effected. At present all government offices have utilizes that software.

Acknowledgements
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enhancing accountability and efficiency in the Public Service. Their invaluable
assistance is greatly appreciated.



CHAPTER 2

ABSTRACT ACCOUNT

Revenue

Recurrent Revenue - $323,964,627

21 These were checked against the Approved Estimates and the computer
run generated from the Smart Stream System. The total amount of
$323,964,627 realized for the financial year ended June 30, 2008 was
$49,683,520 more than the amount budgeted.

2.2 The items comprising Recurrent Revenue are made up of eleven (11)
Heads. A total number of nine (9) Recurrent Heads realized an amount of
$51,890,049 more than budgeted; whereas two (2) Heads realized a total of
$2,206,529 less than budgeted.

2.3 Taxes on Domestic Goods and Consumption contributed 45% of revenue,
which is the highest contributor while the revenue Head: Financial Services
contributed no 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 45%
Taxes on International Trade and Transactions 19%
Income Taxes 17%
Licences 5%
Other Revenue 14%



PPORTIONMENT OF MAJOR SOURCES OF RECURRENT REVENUE
FOR THE YEAR ENDED JUNE 2008

E Taxes on Domestic Goods E Taxes on International Trade
m /ncome Tax Licences

Exhibit 1.1

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

Year Amount
2003/04 $37.01M
2004/05 $61.71M
2005/06 $35.09M
2006/07 $40.15M
2007/08 $49.68M
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
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Exhibit 1.3




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

R Description Amount
ev
er
u€
|..
es
q
11 Taxes on International Trade and $5,503,508
( Transactions
11 Income Taxes $6,426,496
| =
12 Taxes on Domestic Goods and $23,936,125
d Consumption
13 Property Tax $4,125,794
5
Licences $1,364,365
13
d
13 Fees, Fines and Permits $ 420,109
| =
Dividends and Royalties $1,762,439
14
d
15 Rents and Interest $3,157,411
d
16 Other Revenues $5,193,801
d
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 $1,236,658
165 Economic Citizenship Programme $969,871



Exhibit 1.5

Capital Revenue - $71,634,170

B Capital Revenue is comprised of three (3) Revenue Heads.
Local Capital Revenue 1,819,484
Receipts from Grants $60,020,083
Loan Funds 9,794,603

210 The Capital Revenue for the financial year ended June 30, 2008 totaled
$71,634,170 compared to $92,972,786 for the financial year ended June 30,
2007. This represents a decrease of $21,338,616 from the previous year and an
increase of $32,055,310 from the amount budgeted for the same year.

2.11 The Revenue Heads — Local Capital Revenue, Receipts from Grant and
Capital and Loan Funds all contributed less than that budgeted for the financial
year.

Local Capital Revenue

212 The greatest amount under this Head was from Hurricane Dean
Assistance — a total of $989,902 which accounted for 54% of the total receipts
and $800,276 from Housing Development Receipts contributed about 44%. An
amount of $1.5M was budgeted for Sale of State Lands, but no amounts were
recorded under that Sub- Head.

Receipts from Grants

2.13 An amount of $95,476,660 was budgeted and $60,020,083 was actually
received and collected, representing a decrease of 37% of the amount budgeted.

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

Sources Amounts

$
Alba Fund 27,554,020
Hurricane Dean — Petroleum Fund 20,672,243
Caribbean Development Bank Grant 4,826,517

Road Reinstatement — Peoples Republic of China 2,688,185
Loan Funds

2.15 An amount of $17,377,986 was budgeted and $9,794,603 was actually
received as Loan Funds Revenue.



216 From the budgeted amounts, loans in the amount of $75,800 were
received from the Agricultural and Tourism Project (CDB) and $8,800,983 were
received from The Emergency Natural Disaster (IMF).

217 Amounts totaling $917,820, which was not budgeted for the period,
formed part of the total loan funds. They were as follows: -

Activities Amounts
Growth and Social Protection (World Bank) 136,261
Poverty Assessment (CDB) 66,420
Road Improvement Maintenance Program 715,139

2 .18 The following heads all contributed less than was estimated

Revenue Description Amount
Head
210 Local Capital Revenue $1,819,484
220 Receipts from Grants and Capital $60,020,083
230 Loan Funds $9,794,603
Exhibit 1.6

2.19 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 2003/2004 2004/2005 2005/2006 2006/2007 2007/2008
HEAD
Taxes on Int.
110 Trade and $10,615,701 $7,184,776 $2,999,042 $1,222,957 5,503,508
Transactions
Income
115 115 Taxes $4,414,779 $7,221,564 $14,504,952 $4,011,692 6,426,496
Taxes on
Domestic
120 Goods and $3,901,420 $6,045,639 $8,105,702 | $17,160,526 23,936,125
Consumption
125 Property Tax ($678,942) $3,637,856 | $5,073,815 $1,766,356 4,125,794
130 Licenses $4,580,470 | ($1,291,339) (972,093 | 54561631 | 1,364,365
Fees, fines
135 and Permits $1,756,682 $7.,436,202 $4,566,641 $3,419,803 420,109




Dividends

($2,149,784

140 e e )| (s800,000) ($800,000) | $1,310,196 1,762,439

150 :?ents, $1.595,641 $2.471,641 $1,196,939 $1,355,565 3,157,411
nterests etc.
Financial

155 oancia $182,547 |  ($543,879) ($656,000) ($30,750) |  (1,236,658)

160 Other $13,669,719 | $30,277,956 $533,808 |  $1,144,117 | 5,193,801
evenues
Economic

165 Citizenship ($874.600) $77.005 $542,817 |  $4,237,380 (969,871)
Programme

CAPITAL

REVENUE

HEAD
Local Capital

210 i ($770,512) $809,779 |  $14,135855 |  ($578,875) (780,516)
Receipts

220 from Grant $9,750,191 | $23,349,039 ($16’719’42§ $11,690,376 | (35,456,577
and Capital

- LoanFunds | g5y 646313 | $52,750,531 |  ($8,548,840) | ($1,538,051) | (7,583,383)

Exhibit 1.7




2.20 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)
2003/2004 76.91
2004/2005 ($1.72)
2005/2006 (11.13)
2006/2007 $9.57
2007/2008 (32.06)
Exhibit 1.8

2.21 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

MILLIORS OF DOLLARS

($20.00)

($40.00)

——

Exhibit 1.9

Authorities for Expenditure

Expenditure

2.22 The House of Assembly passed the Appropriation Act No. 12 of 2007 on
July 25, 2007. 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, 2008.

2.23 The total of $485,522,223 was approved as expenditure for the period.
This amount consisted of $297,144,113 relating to Recurrent Expenditure and
$188,378,110 to Capital Expenditure. However, a total of $424,315,437 was
actually spent.



Contingency Fund Advance Warrants

2.24 Four (4) Supplementary Appropriation Acts were approved by Parliament
for the year ended June 30, 2008 totaling $103,042,469. Approved was Act No.
14 of 2007 in the amount of $12,720,934, Act No. 2 of 2008 in the amount of
$35,858,509, Act No. 6 of 2008 in the amount of $27,672,181 and Act No. 7 of
2008 in the amount of $26,790,846. These acts gave approval for the issuance of
Contingency Fund Advance Warrants during the year.

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

No. of

Ministry/Department Warrants Amounts $
Ministry of Public Works 26 37,607,069
Ministry of Agriculture 24 12,917,054
Ministry of Housing, Lands and Telecoms. 16 12,167,489
Prime Minister’s Office 26 11,825,537
Ministry of Finance 5 9,282,990
Ministry of Education 18 8,768,763

2.26 For the year under review, Contingency Fund Advance Warrants were
issued totaling $100,042,469. This amount was $3,000,000 less than the
amount approved by Parliament in Supplementary Appropriation Acts. The
amount of $3,000,000 represents retiring benefits which are already provided by
law.

Virement Warrants

2.27 A total of three hundred and fifty (350) Virement Warrants amounting to
$10,932,865 was issued for the year under review.

Recurrent Expenditure - $301,564,764



2.28 The Actual Recurrent Expenditure for the period 2007/08 was
$301,564,763. This was $37,566,655 more than the corresponding period
2006/07and $4,420,650 more than the amount budgeted for the year.

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

Conparison of Estimated and Actual Recurrent Expenditure 2007/ 08

Min. of For. P.M.'s Office Min. of Finance Min. of Min.of Com  Min. of Health  Min. of Public COthers
Affairs Education Dev. Works
Ministries

o Estimated m Actual

Exhibit 1.10
2.30 The Pie Chart in Exhibit 1.11 below indicates the apportionment of Actual

Recurrent Expenditure by Ministries/Departments for the year ended June 30,
2008.

M.'s Office O Min. of Finance

O Min. of For. Affairs mP.
O Min. of Education lgin.ofCom. Dev. @ Min. of Health
O

W Min. of Public Works thers




Exhibit 1.11

2.31 Expenditure in respect of Personal Emoluments consisting of Salaries,
Social Security contributions (Employer), wages and Other Allowances amounted
to $118,504,135 and represents 39% of total Recurrent Expenditure for the year

ended June 30, 2008.
Recurrent Expenditure.

Last financial year the amount represented 43% of

MINISTRY/DEPARTMENT PERSONAL SALARIED WAGES OTHER TOTAL
EMOLUMENTS| ALOWANCES ALLOWANCES
PRESIDENT OFFICE $208,750 $17,760 $26,018 $29,445 $281,973
MIN. OF LEGAL AFFAIRS $3,334,935 $113,098 $10,397 $543,591 $4,002,021
AUDIT DEPARTMENT $640,600 $40,004 $0 $55,752 $736,356
ELECTORAL OFFICE $274,778 $3,820 $24,550 $4,026 $307,174
MIN. OF FOREIGN AFFAIRS $1,946,827 $142,247 $0 $464,865 $2,553,939
P.M's OFFICE $21,145,028 $917,678 $57,013 $1,469,383]  $23,589,102
MIN. OF FINANCE $9,000,057 $332,245 $51,598 $480,783 $9,864,683
IMIN. OF AGRICULTURE $4,584,245 $60,679] $1,456,488 $683,816 $6,785,228
[MIN. OF EDUCATION $31,562,534 $275,148 $95,729 $408,737|  $32,342,148
|MIN. OF HOUSING $2,847,782 $60,006 $388,429 $295,488 $3,591,705
[MIN. OF COMM. DEV. $3,088,976 $31,554|  $463,062 $328,465 $3,912,057
[MIN. OF HEALTH $20,852,847 $2,129,795  $337,890 $1,092,569  $24,413,101
MIN. OF TOURISM $471,481 $15,995 $3,796 $61,953 $553,225
ESTAB. PERSONNEL DEPT. $1,262,136 $33,685 $0 $104,691 $1,400,512
MIN. OF PUBLIC WORKS $2,712,440 $49,435|  $530,986 $78,420 $3,371,281
LEGISLATURE 573,985 4,692 52,044 168,909 799,630
TOTALS $104,507,401 $4,227,841| $3,498,000 $6,270,893| $118,504,135
232 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.



O Min.Com.Dev B MinLegal Aff. O P.M's Off. O Min.Finance B Min.of Educ. B Minof Health
B Min.of Agri. OMin.of Hous. B Cthers

Exhibit 1.12

2.33 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).

@ Personnel Emoluments B Salaried Allow ances O Wages O Other Allow ances B Other Expenditure

Exhibit 1.13
Capital Expenditure - $122,750,674

2.34 The actual expenditure incurred was $122,750,674. This amount was
$65,627,436 less than the amount budgeted, and $75,112,764 more than the
actual amount incurred the previous financial year.



2.35 The Ministry of Public Ultilities incurred the greatest expenditure of
$40,916,957 or 33% of Actual Capital Expenditure. This was followed by the
Ministry of Housing, Lands and Telecommunications with an amount of
$30,524,905 or 25% of the total.

2.36 For the financial year under review, approximately 65% of the budgeted
capital expenditure was implemented as compared to 38% 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.

2.37 The Establishment, Personnel and Training Department accounted for the
largest gap in Estimated Amounts as against Actual Amounts. For the period
under review, approximately 24% of the estimated amount was actually
expended i.e., $6,613,243 estimated but $1,588,120 was actually expended.
The Ministry of Legal Affairs was the only Ministry to have incurred the actual
budgeted cost - $956,776.

2.38 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
$ $ $

Establishment Dept. 6,613,243 1,588,120 5,025,123
Min. of Public Utilities 55,076,505 40,916,957 14159548
Min. of Housing 44,639,191 30,524,905 14,114,287
Min. of Agriculture 22,464,745 12,995,489 9,469,257
Prime Minister’s Office 12,032,905 10,861,684 1,171,220
Min. of Education 13,574,152 10,473,718 3,100,434
Min. of Finance 12,250,752 5,278,420 6,972,332
Min. of Comm. Dev. 9,393,922 4,326,852 5,067,070
Min. of Tourism 7,728,511 3,055,536 4,672,975
Others 4,604,184 2,728,994 1,875,190




COMPARISON OF ESTIMATED AND ACTUAL CAPITAL EXPENDITURE 2007/08
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Exhibit 1.14
Surplus/Deficit

2.39 A deficit of ($28,716,639) was realized on the Consolidated Fund for the
year under review as compared to a surplus of $76,471,291 for the previous
financial year. Also reflected as comparison to the previous year is an increase
in Total Actual Revenue by $7,491,489 and an increase in Total Actual
Expenditure of $112,679,419.

Revenue Expenditure Surplus/Deficit
$ $ $
Actual Recurrent 323,964,628 301,564,763 22,399,865
Actual Capital 71,634,170 122,750,674  (51.116.504)
Total 395,598,798 424,315,437 (28,716,639)

2.40 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
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
2007/08 395,598,798 424,315,437 (28,716,639)
Exhibit 1.15
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Exhibit 1.16

Statement of Investments

2.41 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 an increase of $24,148,888 while that
with the Royal Merchant Bank remained unchanged.



Statement of Public Debt as at June 30, 2008

2.42 The National Debt of the Commonwealth of Dominica as at June 30, 2008

is itemized as follows:-

June 30, 2008

June 30, 2007

Domestic Debt — Bonds 127,65%,469 127,%55,469
Domestic Debt — Treasury Bills 45,655,000 43,195,000
Domestic Debt — Loans 35,664,512 37,194,971
External Debt 488,295,126 474,642,284
Value of Unpaid Cheques 5,115,175 4,816.808
Total Central Government Debt 702,385,282 687,504,532
Domestic — Contingent Liabilities 27,259,092 28,807,833
External — Contingent Liabilities 116,663,489 117,934,150
TOTAL NATIONAL DEBT 846,307,863 834,246,515

2.43 Contingent Liabilities are loan guarantees issued by the Minister of
Finance under the Loans Act to Statutory Boards and Public Corporations.
These loans are repaid by those institutions and not from the Government
Treasury.

2.44 However, the loan guarantee will be exercised in the event of default on
any of those loans.

PETROCARIBE (Energy Co-Operation Agreement)

2.45 On June 29" 2005 in the Venezuelan City of Puerto la Cruz, fourteen
leaders of the Caribbean region and Venezuela including the leader of the
Commonwealth of Dominica signed the PETROCARIBE — Energy Co-operation
Agreement with the Government of Venezuela.

2.46 Clause 4 (1) of the said agreement states in part,



..... the Bolivarian Republic of Venezuela shall extend credit facilities to
the countries of the Caribbean exhibiting less relative development on the basis
of bilaterally fixed quotas.

Section 4(2) of the said agreement states that the long term portion of the credit
facility will be financed as follows-:

> =15 dollars per barrel 5% of invoiced amount
> = 20 dollars per barrel 10% ¢
> = 22 dollars per barrel 15% ¢
> = 24 dollars per barrel 20% “
> = 30 dollars per barrel 25% ¢
> = 40 dollars per barrel 30% ¢
> = 50 dollars per barrel 40% ¢
> = 100 dollars per barrel 50% ¢

2.47 Section 4.3 states that the short term portion of the credit shall be paid
within ninety (90) days while section 4.4 states that “ Should the price per barrel
exceed 40 dollars, the payment period shall be extended to 25 years, including
the 2-year grace period specified at 1% interest.”

2.48 Audited records indicate that the Government of Dominica is responsible
for all fuel invoiced to the Dominica National Petroleum Company Limited — a
wholly owned company of the Government of Dominica.

2.49 The records also indicate that while consignments of fuel shipped from
Venezuela under the PETROCARIBE Agreement are invoiced to the
Government of Dominica through the wholly owned company, such fuel is
received by and is in the custody of PDV CARIBE (DOMINICA) LTD. This
company is a joint venture between PDVSA of Venezuela and the Dominica
National Petroleum Company Limited.

250 PDV CARIBE (DOMINICA) LTD has a fuel supply agreement with
Dominica Electricity Services Ltd their main customer, and also sells fuel to other
local customers. The joint venture after receiving monies for the sale of fuel
transmits to the Government of Dominica through their wholly owned company
the full invoiced amount of the fuel sold while all markups are retained by the joint
venture to cover expenses and under-take local social programs.

2.51 A thorough audit by the Office of Director of Audit of the records obtained
from officials of the Ministry of Finance, revealed that a total of sixteen (16)
shipments of fuel totaling 161,755 barrels with a CIF value of US$17,685,537.75
or EC$48,049,837.52 have been invoiced to the Government of Dominica for
the period April 2008 to May 30" 2009. The audit further revealed that by May
30" 2009, a total of six (6) invoiced amounts had been settled in full totaling
EC$19,668,267.00 thereby leaving a balance of EC$28,381,570.52 to be settled.



2.52 The audit can reveal that transactions of the Dominica National Petroleum
Company Limited are being conducted through NBD deposit account
#615000086. A thorough review of the statements and confirmation from the
Bank revealed that at May 31% 2009 there was a confirmed balance of
EC$22,658,063.87.

2.53 Based on the foregoing, Audit can determine that at May 31 2009, the
invoiced amounts in inventory and accounts receivables amount to
EC$5,723,506.65. Audit has not been able to reconcile the actual inventory and
accounts receivable balances with accounting records.

2.54 Based on the audit conducted and information obtained from the Ministry
of Finance, the Office of Director of Audit can confirm that no amounts have been
utilized from this fund by Central Government. Furthermore, the Director of Audit
was advised by officials in the Ministry of Finance that discussions are ongoing to
finalize the terms and conditions for the utilization of the funds. These terms and
conditions include obtaining the Authority of Parliament when necessary.

255 The Government of Dominica has the responsibility for repaying all
amounts for fuel invoiced to the Dominica National Petroleum Company Limited
under the business arrangement, The audited records revealed that by May 31+
2009, the accumulated technical arrears owed to the Government of Venezuela
amounted to EC$28,381,570.52.

2.56 However, in likewise manner, the Government of Dominica’s cash
balances would have been extended by EC$22,658,063.87 the confirmed
amount in the bank account while fuel inventory and accounts receivables
extended by EC$5,723,506.65.

RECOMMENDATIONS

2.57 In view of the foregoing the Office of Director of Audit makes the following
recommendations:

(1)  The Government of Dominica should move quickly to finalize
arrangements with the Government of Venezuela so as to complete
the terms and conditions for the utilization of the funds.

(2) The Ministry of Finance must ensure that all available funds are
placed in an interest bearing account or invested in a manner
whereby tangible returns can be obtained.

(83) The legal authority must be clearly established in order that the
Office of Director of Audit can conduct physical inventory surveys at



the fuel plant so as to reconcile actual fuel inventory with
accounting records.



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 as outstanding as at fiscal year
ended June 30, 2008 are as follows: -

3.2

Magistrate’s Court District “G” $ 86,790
Customs Division 2,102,955
Inland Revenue Division 89,862,767
Land and Surveys Division 3,390,814
Housing Division 10,000,494
Total $105,443.820

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: -

3.4

“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”

The Office of Director of Audit notes the effort of the Ministry of Housing,

Lands and Telecommunications and specifically the Housing and Lands and
Surveys Divisions, the Customs Division, Magistrate Court District “G” and the
Inland Revenue Division for submitting Annual Arrears of Revenue.



3.5 The amount of $10,000,494 shown as arrears to the Housing Division
represents amounts being owed by residents of housing schemes throughout the
island.

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 $1,141,531 was spent on overtime fees for the year. This
amount was $6,499 less than the previous financial year. The Customs Division
of the Ministry of Finance accounted for $962,758 about 84% of the total
overtime fees.

3.8 Hereunder is a listing of overtime fees paid by Ministries/Departments for
the financial year 2007/2008 with 2006/2007 amount shown for comparison.

MINISTRY/DEPARTMENT 2007/2008 2006/2007
$ $
Ministry of Finance 31,592 30,623
Customs 962,758 876,331
Ministry of Public Utilities 24,126 99,834
Prime Minister’s Office 49,759 47,484
Ministry of Health & Social Security 45,279 51,023
Ministry of Housing 1,270 12,097
Ministry of Education 4,354 7,915
Ministry of Agriculture 8,480 10,517
Ministry of Foreign Affairs 9,197 9,324
Audit 2,710 749
Ministry of Legal Affairs - -
House of Assembly 1,328 1,247
Electoral Office 370 150
Ministry of Tourism - 572
Ministry of Community Development - 164
President’s Office 308 -
TOTAL 1,141,531 1,148.030

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

3.10 Three hundred and fifty (350) virement warrants totaling $10,932,865 were
approved for the period ended June 30, 2008. This compared with three
hundred and seventy six (376) in the amount of $8,910,580 for the period ended
June 30, 2007.

3.11  The Ministry of Public Works accounted for approximately 22% of those
warrants with a value of $2,402,950 followed by 20% from the Ministry of
Education for which warrants were approved totaling $2,222,785.

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

2003/04 494 $26,141,361
2004/05 359 6,692,309
2005/06 348 5,533,220
2006/07 376 8,910,580
2007/08 350 10,932,865

Revenue Foregone

3.13 Concessions continued to be granted for the financial year 2007/08.
According to information received from the Customs Department, the
Government of Dominica realized loss in revenue in the amount of $27,962,146
as a result of concessions and incentives granted. This amount was $4,009,524
less than the previous financial year.

Hereunder is a breakdown of the amounts on a monthly basis.



MONTH AMOUNT
$
July 2007 1,750,549
August 2007 2,136,825
September 2007 1,219,590
October 2007 2,222,606
November 2007 1,926,251
December 2007 2,037,478
January 2008 2,087,159
February 2008 1,960,784
March 2008 1,786,618
April 2008 3,607,751
May 2008 5,811,019
June 2008 1,415,516
TOTAL $ 27,962,146

3.14 Outlined hereunder is an analysis of Revenue Foregone as a percentage
of total revenue collected at the Customs Division for the past five (5) years.

Fiscal Years Revenue Total Revenue Revenue Foregone
Foregone Collected at as a percentage of
Customs Division Collected
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%
2007/2008 27,962,146 64,109,690 43.62%

Arrears of Corporation Tax As At 30/06/08

3.15 All Limited Liability Companies are required to pay Corporation Tax. At
the end of the Company’s financial year, it is required of them to calculate the
amount for corporation tax which is chargeable on all the profits of the company.

3.16 Any balance of tax which remains unpaid results in the imposition of late-
payment penalty of five percent (5%). Interest of 1% per annum will also accrue
on the outstanding balance.

3.17 At June 30™ 2008 Audit can reveal that there were thirty-one (31) inactive
companies with arrears of corporate tax prior to 1996 amounting to
$1,870,398.76. (1996 was the year in which SIGTAS was implemented.) From
1996 to June 30, 2008 there was an additional amount of $369,605.26 thus



making the total of corporate income tax arrears from the thirty-one inactive
companies as at June 30" 2008 to be $2,230,004.02.

3.18 The Office of Director of Audit is of the view that the above amount from
those thirty-one inactive companies is highly uncollectible and should be written
off from the statement of income tax arrears from the Inland Revenue Division.
The Office of Director of Audit must add that a request to write off was made to
the Ministry of Finance in 2004 but no response was received.

3.19 As at June 30" 2008 the corporate income tax arrears from current active
companies operating in Dominica, amounted to $19,756,519.39. The Inland
Revenue Division is of the view that there is every possibility that the foregoing
arrears amount is collectible and as such enhanced and more robust measures
will be implemented for effective collection.

3.20 An analysis of the arrears of corporate income tax for the past four (4)
financial years is indicated below:- (The figures below includes the arrears from
inactive companies)

Arrears of Arrears of Corporate tax as a
Fiscal Year Corporate Tax percentage of overall income tax taxes
2004/2005 15,220,535 22%
2005/2006 17,462,612 24%
2006/2007 15,654,482 19%
2007/2008 21,996,523 24%

3.21 There was a significant increase from financial year 2006/2007 to
2007/2008 in the amount of $6,342,041.

3.22 A substantial amount of the arrears emerged from the following:-
» The imposition of a penalty by the department,
» Companies filing on time but not paying the correct amount.
* Erroneous claims which demands a new assessment
» Companies claiming that they were not aware of corporation tax.
* Untimely filing of company taxes which results in a 5% late
penalty.

RECOMMENDATIONS

3.23 The Inland Revenue Division should place more emphasis on ways to
improve collection of taxes so as to significantly increase the collection of the tax
arrears. Some of the following could be considered.



e Year long promotion of voluntary tax compliance is of paramount
importance. The use of advertisements, infomercials could be considered.

e The implementation of tax amnesties on a more frequent basis as a drive
to improve tax collection. The last tax amnesty was held from May to
August, 2001. During such period of amnesty the penalties and interest
should be waived even when payments are being made by installments.

* There should be more collaboration between the Ministry of Legal Affairs
and the Inland Revenue Division when dealing with corporate income tax.
In such a situation an attorney at law from the Attorney General Chambers
could be periodically assigned to the Inland Revenue Division to assist in
the collection process.

e More frequent utilization of collection tools such as the garnishing of bank
accounts or confiscation of goods so as to send a clear message to those
chronic tax defaulters.

e The Inland Revenue Division should also seek a write-off from the Ministry
of Finance for all of the arrears that are deemed to be uncollectible so as
to present a more realistic arrears figure.

Public Support Programme

3.24 The public support programme was established in 2007 by direct Cabinet
policy decision which allows the Honorable Prime Minister/Minister of Finance to
make timely and speedy intervention to persons, groups and organizations that
make direct representation to the Hon. Prime Minister for Public Support.

3.25 For the period under review, an amount of EC$2,100,000.00 was
allocated to the programme under Head #D30 M100 M11 3406 P0722 111 406.
The entire amount was funded by the Government of the Commonwealth of
Dominica.

3.26 Disbursements from that fund are only effected by the vote’s clerk in the
Office of the Prime Minister on the directives of the Secretary to the Cabinet after
the Prime minister himself had approved and authorized the amount to be
disbursed.

3.27 The disbursed funds were allocated as follows-:

Health $595,921.53
Education 453,498.40
Sports Associations 37,952.22



Small Business 246,655.77

Cultural Activities 81,170.36
House Repairs 146,539.83
Others 476.012.69
Total $2.037,750.80

3.28 The line item Others include amounts disbursed to fire victims, funeral
houses for funeral assistance, village councils and community groups for village
feasts and family support.

3.29 The audit found that there is an adequate control framework in place for
the management of disbursements in the accounts section in the Office of the
Prime Minister; however, the management and control of record keeping
information needs some improvement.

3.30 There are no written guidelines/criteria as to how the funds are to be
disbursed. As indicated earlier, disbursements are made by the vote’'s clerk
solely on the SMART STREAM accounting system after the approval of the Hon
Prime Minister on his sole discretion.

World Creole Music Festival 2008

3.31 On May 7", 2008 the Cabinet of the Government of the Commonwealth of
Dominica approved the creation of a new entity to govern the World Creole Music
Festival (WCMF) and other special events in Dominica. Hence, the Dominica
Festivals Committee (DFC) was so created. The Discover Dominica Authority
had overall supervisory function over the DFC.

3.32 By letter dated November 24, 2008 the Discover Dominica Authority,
(DDA) commissioned a special audit of the WCMF. The Objectives, nature and
time period covered by the audit were expressed in some of the following terms:

1. Review and report findings on the Management Accounts of the
DFC for the period July to November 11, 2008.

2. Examine the controls in the formation and execution of contracts
with artists and other service providers.

3 Review the budgetary process used and its effective use in
decision making.



4 Criteria used in the awarding of complimentary tickets and passes
and its effect on the revenue stream on the Festival.

3.33 Having obtained a copy of the special audit and the Management
Accounts, the Office of Director of Audit conducted its own audit review since a
substantial amount of money was disbursed from the Consolidated Fund to
facilitate the smooth running of the WCMF. The following is the highlight of such
audit review.

WORLD CREOLE MUSIC FESTIVAL
INCOME AND EXPENDITURE STATEMENT
JULY TO NOVEMBER, 2008

$

REVENUES:
Ticket Sales 2,495,019
Less VAT (325,437)

2,169,582
Sponsorship 522,500
Booth Rentals 45,800
Sundries -
TOTAL REVENUE 2,737,882
EXPENDITURES:
Band fees 888,863
Travel overseas 798,044
Advertising and promotion 476,779
Accommodation and per diem 397,311
Venue preparation 284,631
Windsor Park rental 258,004
Sound and light 256,090
Security 191,545
Performing rights 98,255
Ground transportation 79,469
VIP bar 64,303
Secretarial and administration 74,466
Insurance 56,168
Printing tickets 50,624
Décor 34,500



Customs and brokerage 34,199

Local and overseas launch 29,640
Masters and DJ’s 25,094
Equipment rental 18,406
Customs charges 16,016
Sundries 4,850
Exit taxes 12,705
Side acts and festival vibes 10,580
Communications 8,713
Floats and transfers 6,351
Audit 6,250
Carnival activities 5,760
VIP passes 3,528
Stationery 2,278
Taxes local 1,500
Interest and bank charges 1,471
VAT credits (63.193)
TOTAL EXPENDITURE 4,133,200
LOSS BEFORE GOVERNMENT SUBVENTION (1,395,318)
GOVERNMENT SUBVENTION 974,340
LOSS AFTER GOVERNEMENT SUBVENTION (420,978)

Value added Tax

3.34 The Inland Revenue Division (IRD) received $330,500. That represented
$5,063 over the 15% VAT calculated to be due on ticket sales receipts. Those
receipts, net of adjustment for errors were $2,495,019. That figure included the
15% VAT:

,495, X = $2,169,582; an o of $2,169, = 437.
($2,495,019/$115) x 100 = $2,169,582; and 15% of $2,169,582 = $325,437

The IRD received $330,500 before consideration of WCMF’s VAT TAX IMPUT of
$63,193.

Accounts receivable as it relates to VAT is therefore $330,500 — ($325,437 less
$63,193) = $68,256.

Judging from parole evidence, the receivable status of that amount is extremely
doubtful:



3.35 IRD claims that world creole music festival(s) of prior year(s) owe VAT,
and that any over-payment of VAT for 2008 festival will be offset against the
liability for prior years.

Prior year’s Debts Paid

3.36 The WCMF administrators needed to obtain goods and services on credit
for the 2008 festival. Several suppliers of goods and providers of services
decided NOT to extend any credit before and unless debts owed to them in prior
periods had been honoured.

3.37 WCMF 2008 paid past year(s) debts in the total of $271,323.
Management accounts record the amount as receivable from Discover Dominica
Authority (DDA).

ACCOUNTS PAYABLE

These comprised:

$
Ministry of Education and Sports 258,004
Performing Rights Society 98,255
Dominica Police Force 85,650
First Domestic Insurance 56,169
DIGICEL 54,337
Element Agencies 34,199
Government Information Service 25,500
Government Information Service 25,000
Depex Colour Lab 22,668
Jason Morancie 14,300
Caribbean Media Corporation 13,584
St. Amies Guesthouse 9,804
Montgomery Blanchard 9,200
Ayo Green 7,400
Winston & Co. 6,250
Fire & Ambulance Service 6,000
VASOD 5,800
Josephine Gabriel & Co. Ltd. 5,694
Dominica Broadcasting Corporation 5,575
Dominica Broadcasting Corporation 5,000
Pirates Limited 4,640
Cable and Wireless 4,484
UDL (Drinks) 3,726
DEV Trading 3,500
H H V Whitchurch & Co. Ltd. 2,647
Anchorage Hotel 2,374
The Sun Newspaper 1,834



AutoTrade Limited 1,730

Joseph Thomas 1,200
Leo Casimir 1,000
Shara Georges 900
Campbell Business Machines 762
Cultural Division 650
H H V Whitchurch & Co. Ltd. 508
Krystallion Inc. 235
Angus Tavernier 100

778,679

TICKET SALES - $2,495,019
a) COMPLIMENTARY TICKETS

Ticket sales do not include complementary tickets recorded in management
accounts at a value of $130,200. The corresponding amount is also excluded
from expenditures.

b) AMOUNT OF $2,900 SHORT

On November 7, 2008 the bank issued a debit memorandum in the amount of
$2,900. The bank found the amount deposited that day representing tickets
sales from two sales venues was $2,900 short. This needs to be resolved
and explained.

Sponsorships

3.38 Sponsorships include $305,000 in cash and $217,500 in kind. The single
largest sponsor is the telecommunications company, DIGICEL, which paid
$200,000.

Sundries (net)

3.39 These include items identified in the bank statements in the course of
review and preparation of bank reconciliation statements, totaling $6,310.70
credit. Other sundry credits were $2,328.30. The total of $8,639, credits was
netted from sundry debits of $13,489 to give the balance of $4,850.

“Hidden” Expenses

3.40 Expenditures do not include what the Discover Dominica Authority call
“operations” expenses. A recent budget prepared by its accountant put that
figure at $28,000 per month. Operations included remuneration of the Executive
Director and his staff who manage the World Creole Music Festival (WCMF).



3.41 It is estimated that at least half of those operation expenses can
reasonably be imputed to the WCMF. This is to say that $14,000 x 12 =
$168,000, could reasonably be added to WCMF expenditures represented in
these financial statements. Should that expense be added, the loss for 2008
would be $588,978 after taking Government Subvention into account.

VIP’s

3.42 VIP bar expenses are recorded at $64,303 and an additional $3,528 is
recorded as VIP passes. Audit is of the view that those expenses are high and
should be reviewed with intent to reduce them. In the final analysis, the WCMF
and by extension the government and taxpayers absorb those costs.

Complimentary and VIP Tickets
3.43 Audit was impressed with the level of detailed recording in respect of

complimentary and VIP tickets. However, Audit found that all the effort was
marred by the lack of signatures from persons collecting those tickets.

VIP tickets to Government 150 x $801 = 120,150
Complimentary tickets to Government 60 x $250 = 15,000
135,150
VIP Tickets to DIGICEL 140 x $801 = 112,140
Complimentary tickets to DIGICEL 60 x $250 = 15,000
127,140
VIP Tickets to persons other than
Government and DIGICEL 46 x $801 = 36,846
Complimentary tickets to persons other
Than Government and DIGICEL 314 x $250 = 78,500
115,346
TOTAL 377,636

Loan Agreement

3.44 A loan agreement was executed between the lender DIGICEL
(DOMINICA) LIMITED of the one part and the DISCOVER DOMINICA
AUTHORITY and the DOMINICA FESTIVALS COMMITTEE on the other part.
Messrs Gerry Aird and Val Cuffy signed on behalf on the borrowers. The amount
loaned was US$20,000.00.



Audit noted clause 2 of the said loan agreement which states:

“the Borrowers undertake to repay the Lender the full amount loaned
within one week after the staging of the WCMF, 2008.

Clause 3 states:

“The amount loaned shall not attract any interest save that should
the Borrowers fail to repay the amount in full within the time
stipulated for repayment in Clause 2, interest at a rate of 2% per
month shall be payable on any outstanding amount until payment in
full”.

3.45 At the time of this audit review in March 2009, the loan had not been
repaid and about four months interest had already accumulated. The Office of
Director of Audit expresses concern over the fact that a loan agreement was
signed by the DDA and DFC which in effect creates a contingent liability on the
Consolidated Fund without the approval and guarantee from the Ministry of
Finance.

3.46 The Office of Director of Audit wishes to grant credit to the Accounting
Firm of Gordon Moreau & Co. and the Accountant at the Discover Dominica
Authority for their invaluable assistance with this audit review.



National Reunion Committee

NATIONAL REUNION COMMITTEE
BALANCE SHEET
AS AT FEBRUARY 28, 2009

EC$
CURRENT ASSETS
Cash and cash equivalents 23,215
Staff advance 309
Accounts receivable 5,415
Inventory 842,730
841,669
CURRENT LIABILITIES
Accounts payable 586,407
586,407
NET CURRENT ASSETS 285,262
DUE FROM MINISTRY OF COMMUNITY
DEVELOPMENT 72,386
INVENTORY - OTHER 70,550
PLANT AND EQUIPMENT 60,849
NET ASSETS 489,047

REPRESENTED BY:

SURPLUS FOR THE PERIOD 489,047




NATIONAL REUNION COMMITTEE
STATEMENT OF INCOME AND EXPENSES
FOR THE TWENTY-THREE MONTHS ENDED FEBRUARY 28, 2009

EC$
SALES 17,845
LESS COST OF SALES (_38.997)
GROSS MARGIN/(LOSS) (21.152)
SPONSORSHIP AND FUND RAISING 99,048
SUNDRY RECEIPTS 1.300
REVENUES BEFORE GOVERNMENT SUBVENTION 79,196
EXPENSES (2.391.149)
REVENUES LESS EXPENSES BEFORE SUBVENTION (2,311,953)
GOVERNMENT SUBVENTION 2.801.000

SURPLUS FOR THE PERIOD 489,047



NATIONAL REUNION COMMITTEE
SCHEDULE OF EXPENSES
FOR THE TWENTY-THREE MONTHS ENDED FEBRUARY 28, 2009

EC$
EXPENSES

Reunion Launch 78,505
Miscellaneous 8,826
Memorabilia 40,655
Staff Remuneration 312,978
Office Setup 33,798
Reunion Committee Expenses 20,398
Office Supplies 24,958
Reunion 2008 Promotions 152,166
Utilities 5,838
Reunion Wive 93,701
Vehicle Expenses and Transportation 17,309
Technical Support Services 17,825
Statues, Plingths, Arches 91,042
Cecil Clarke’s Book 6,000
Hansib Book 1,657
Reunion Magazine 2,670
Village Feasts/Festival Support 158,746
Town Festival 7,000
National Rabbit Festival 11,468
Environmental Week 5,000
Gospel Festivals Support 3,816
Village Reunions Support 59,674
Music Festivals 24,475
Giraudel Flower Show 5,000
Emancipation Week Celebrations 15,000
Kalinago People Festival 7,000
Sports Tournament 4,046
Reunion Thanksgiving Festival 47,348
Book Fest 40,200
Reunion in the Diaspora 43,168
Jounee Bod Liviere 700

1,340,967



NATIONAL REUNION COMMITTEE
SCHEDULE OF EXPENSES (Continued)
FOR THE TWENTY-THREE MONTHS ENDED FEBRUARY 28, 2009

EXPENSES (continued)

Brought forward 1,340,967
Symposia 24,535
Panel Discussion and Public Lectures 37,775
Documentaries 36,229
Programme Support 84,981
Niceup Dominica/Décor 126,740
Welcome Activities/Decoration of Ports 53,881
Monuments 15,000
Reunion Logo/Flags/Banners 14,526
Reunion Carnival 1,540
Reunion Lyme 36,452
Independence Carnival 27,389
Independence Celebrations 44,613
National Fitness Hikes 36,998
Youth and Volunteerism Programme 21,012
National Photographic Challenge 94,036
Reunion Website 12,000
National EXPO 313,484
Telecommunications 37,169
Reunion Dinner 5,538
Consultancy 7,973
Depreciation 18,311

2,391,149




Travel and Subsistence Advances 2007/2008

The following table indicates the travel and subsistence advances issued to the various
Ministries and Departments for the year 2007/2008.

MINISTRY/ NO OF NO OF TOTAL AMOUNT
DEPARTMENT TRAVEL & WARRANTS AMOUNTS OUTSTAN
SUBSISTENCE | UNCLEARE DING
WARRANTS D $
ISSUED $
Ministry of Agriculture 16 6 54,287.69 19,018.31
Audit Department 4 0 8,038.54 0
Ministry of Community 18 1 34,422.48 760.73
Development
Ministry of Education 66 21 102,236.36 48,029.51
Electoral Department 2 0 4,901.38 0
Establishment 1 1 2,255.68 0
Department
Ministry of Finance 52 5 143,938.33 3,167.47
Ministry of Foreign 52 5 182,822.67 12,382.96
Affairs
Ministry of Health 11 2 36,643.64 13,290.22
House of Assembly 6 1 24,845.13 1,956.17
Ministry of Legal Affairs 17 2 31,227.16 3,188.59
Ministry of Housing and 14 1 30,094.40 2,282.19
Lands
Police Department 112 4 152,944.01 4,781.75
President’s Office 5 0 18,020.81 0
Prime Minister’s Office 60 6 198.866.95 14,644.10
Prisons 7 0 5,107.76 0
Ministry of Public Works 13 3 25,796.20 2,169.38
Ministry of Tourism 13 1 51,700.82 3,151.60
Total 461 58 1,108,150.01 | 128,822.98




CHAPTER 4

Government Capital Projects

Grand Bay Housing Project

4.0 The Grand Bay Housing Project was identified by the Government of
Dominica as a priority housing need which forms part of the National Housing
Programme. Its main objective was to improve the housing conditions of
residents of Grand Bay and Tete Morne with the sole purpose of raising the
standard of living.

4.1 A survey conducted by the Village Council Board revealed that there were
approximately three hundred (300) households in the Grand Bay/Tetemorne area
that would require housing assistance to the amount of approximately
$4,000,000.00.

The survey criteria:
= An assessment of the village was conducted for recommending
beneficiaries. An individual was eligible if they met at least three of
the five criteria: needy, elderly, single parent with children,
unemployed and indigent.

» A housing structural assessment was then conducted by a
contactor to determine the specific works to be undertaken

= Beneficiaries were then placed into survey categories: (1) home
repairs (2) renovations and (3) construction of a complete new
structure.

4.2 An initial amount of $300,000.00 was made available from the
Development Aid Account to the Grand Bay Village Council to initiate the
programme.

4.3 A total number of 56 residents had thus far received assistance. 31 homes
were renovated and 2 — 2 bedroom houses were constructed in Grand Bay while
23 homes were renovated in Tete Morne.

4.4 A total amount of $280,317.00 was spent for purchase of materials and
$19,435.00 for labour and transportation.



New Florida Estate Road Project

4.5 A contract was awarded to ACE Engineering on September 12, 2007 in
the sum of $281,828.20 for the construction of road from Bellevue Chopin to new
Florida Estate.

4.6 The project involved:

* The improvement of the existing drainage system

e Building of several eroded sub bases

e Installation of two (2) culvert crossings

e Construction of 25 feet retaining wall

e Construction of 1,113 feet of concrete road, 13 feet wide, 6
inches thick with fibremesh reinforcement

* Placement of 1,527 feet of prime coat and a double layer
asphalt surface dressing

4.7 From the approved amount a mobilization fee of $56,365.60 was made to
the contractor on August 31, 2007 and final payment of $225,237.60 was made
on June 24, 2008. The Office of Director of Audit can conclude that the works
was satisfactorily completed with no cost overruns.

Sections of road and drain

Restoration of Cabrits Heritage and Ecological Centre

4.8 In February of 2008 the Cabinet of the Commonwealth of Dominica
decided to engage Island Heritage Initiatives Ltd. of which Dr. Lennox
Honychurch is the Director for the establishment of the Cabrits Heritage and
Ecological Center.

The entire project comprised of the following

» Completion of Officers Quarters
* Repairs to guard House and Storage Shed



» Restoration of Powder Magazine
» Restoration of Troops Barracks
» Restoration of Officers Mess Hall, Hospital and Parade Ground

4.9 The total estimates for the completion of the project indicated that the
Cabrits Heritage and Ecological Center would require approximately EC$3M to
restore the buildings and provide facilities for the Center to become completely
operational.

4.10 One Million dollars had already been provided by the European Union
while the Government of Dominica had committed a further one Million dollars for
the project.

4.11 By letter of February 19, 2008, the Caribbean Development Bank informed
the Financial Secretary of a no objection to utiize EC$1M from the user fee
account for the project.

412 The estimated commencement date for the project was March, 2008 and
estimated completion was August 2009. The EC1M was disbursed in tranches of
$250,000.00 as evidenced by the contingencies fund advance warrants.

4.13 The rehabilitation work at the Cabrits Ecological Heritage Center has been
progressing satisfactorily as could be seen from site visits conducted by the Audit
Team on April 10, 2008 and June 19, 2008. Most of the phases which were
reconstructed were successfully completed.

4.14 The highlights of these photographs indicate the completed sections of the
Cabrits Heritage and Ecological Centre.

Powder Room - Comple

] Guard House — Complete
These photographs indicate the completed sections of the Cabrits Centre being
utilised by the public for various functions.



Cabrits Heritage Grounds

Union Estate Road and Drainage Works

4.15 The project is part of the Union Estate Housing Development Project at
Pointe Michel. This project was funded by the Government of Dominica with an
amount of $500,000 budgeted to undertake works.

4.16 A total of five (5) contractors were each awarded labour contracts in the
amount of $26,469.40. The direct tendering process was used by the Ministry of
Housing, Lands and Telecommunications to undertake construction of road and
drainage works.

417 The contract works was estimated to be completed within six (6) weeks
from the date of commencement.

4.18 The Audit team visited the project on April 8, 2008 and was informed by

the contractors onsite that works were progressing satisfactorily despite
difficulties such as shortage of materials and late payment of funds.

Rehabilitation of Warner to Sultan Road



419 The Government of Dominica has seen it necessary to rehabilitate the
road network throughout the island. The Warner to Sultan Road was another
priority since it is being used to access the eastern side of the island including
the airport during the construction of the Imperial Road.

4.20 The project was contracted to the Public Works Corporation under the
direct negotiated tender process. The contract was signed between the
Government of Dominica and the Corporation on February 29, 2008. The project
was scheduled commence on October 3, 2007 and the scheduled completion
date was July 2008. It is worthwhile noting that the project commenced before
the actual signing of the works contract.

4.21 From the estimates provided by the Public Works Corporation, the Warner
to Sultan Road is 4.69 km (3 miles) long and approximately 5.5 meters wide. The
total estimated cost of the Project was EC$2,663,964.65.

4.22 Information from the Ministry of Finance indicated that the award of
contract was approved by the Minister of Finance on 13" February 2008 and the
contract was signed between the two parties on February 29, 2008 which is
approximately five (5) months after the project started.

4.23 Audit observations revealed that the project was not completed as
planned. Two of the main contributing factors were inclement weather conditions
and the occasional shortages of materials.

4.24 Approved works variations amounted to EC$501,699.00. Therefore, the
actual cost of the project was EC$3,165,663.65. Works were actually completed
in mid November, 2008.

Hillsborough Gardens Housing Units

4.25 The Hillsborough Gardens low income housing units project was identified
and implemented based on the high demand for housing need in the St. Joseph
Constituency. Funding for this project was successfully sourced by the
Government of the Commonwealth of Dominica through the assistance of the
Government of Venezuela. The total contracted cost for the first phase of the
project was EC $1,684,109.80.

4.26 According to the tender documents and contract document submitted by
the Ministry of Housing, Lands and Telecommunications, the tendering process
was open to five (5) Electrical contractors, five (5) plumbing contractors and four
(4) building contractors. However, two contractors were selected for the
electrical and plumbing works respectively, whilst the four (4) building contractors
were issued letters of tender directly. The approval of award of contract was



granted by the Minister of Finance to Mr. Emerson Thomas and Mr. Gibbs
Serrant for plumbing and Mr. Harold King and Curtis Joseph for electrical works.

4.27 The procurement and contracting process was administered by the staff of
the Ministry of Housing. All contract documents were witnessed and signed in
the presence of a government representative at the Ministry of Housing.

4.28 Each of the building contactors was assigned five (5) houses to construct
according to specifications of the drawings and Bill of Quantities listed in the
contract document. At the initial stages of the project, each building contractor
was responsible for meeting material and labor cost.

4.29 The Audit Project Management team visited the project site on four (4)
occasions to monitor the progress of the project external environment. The audit
team conducted interviews with each contractor during the site visits which
revealed and confirmed that there were some variations done to some of the
designs during the foundation stages of the schedule of activities, which affected
the progress of the project.

4.30 The variations and shortage of materials were the two major factors that
contributed to the delay at the initial stages of the project. There was another
spontaneous risk that also affected the success of the project and hence caused
further delays in completion date, the issue of a change from a full contract to a
labor contract.

4.31 The photographs below indicate the progress of the project..

Hilltbough Gardens erin Works Hillsborough Gardens - Completed

Bellevue Chopin Village Extension

4.32 The Bellevue Chopin low income housing units were being constructed to
accommodate the residents of Bellevue Chopin who were adversely affected by
the devastated landslide.



4.33 The Ministry of Housing administered the procurement and contracting
processes by selecting pre-qualified contractors from a list of contractors
available in the Ministry.

4.34 Three contractors, all from the general area were originally selected to
construct eleven (11) dwelling houses however, one contractor Mr. Cleveland
Bellot, did not sign the contract document for the construction of four houses. As
a result the Ministry of Finance approved the additional four (4) houses, two (2)
each to the other two contractors.

4.35 The contracts to construct the houses were awarded as follows

4.36 Mr. Mervin Llyod of Bellevue Chopin was awarded a contract for six (6)
houses at a total contract sum of EC$764,200.00 while Mr. Agrippa Morancie
also of Bellevue Chopin was awarded a contract for five (5) houses at a contract
sum of EC$589,608.00. The total cost of the housing project for the construction
of the eleven (11) houses amounted to $1,353,808.00.

4.37 The lots allocated per house ranged from 2,800 sq. ft to 4,045 sq. ft of
land. According to the site plan for the lots which was presented to the audit by
the Ministry of Housing, the entire housing area is made up of twenty-five (25)
housing lots, eleven (11) lots were identified for building houses under the
programme. Therefore, the available balance of fourteen (14) lots, are available
for sale to residents in the Bellevue Chopin community.

Completed Houses

4.38 Audit visits by the Office of Director of Audit projects audit team and
discussions held with the contractors revealed that works were going on
satisfactorily in most areas except for minor delays caused by inclement weather
conditions and the occasional shortage of materials.



4.39 Payments reviewed on the SMART STREAM accounting system indicate
that payments made thus far were well within budget.

Education Trust Fund and Student Support Schemes

4.40 This programme is funded by the Government of Dominica and corporate
citizens both national and internationally; nonetheless, the Fund is still being
faced with difficulties in sourcing funds to accommodate the number of
applicants. This has been of great concern to the trustees. Another avenue that
is used to collect donations for the Fund is a “Dollar Day”. That is a day set aside
for donations from every child attending school throughout the country.

4.41 The financial assistance is based on the form level of each child. For
instance:

First Form receives $150 (textbooks)
Second & Third Form receives $200 (textbooks)
Fourth & Fifth form receives $250 (textbooks)

4.42 A random investigation is usually done at the beginning of the school year
to ensure that the recipients of the Trust Fund are attending school. The
Secretary of the Fund usually visits some of the secondary schools and conducts
a background check on students.

4.43 A tendering process is not utilized in obtaining textbooks for the Fund.
However, the process that is being used is direct purchasing with two suppliers;
namely: Jays Bookstore and Paperbacks. The books are collected through an
invoicing system and are returned to the office for stamping. According to the
Secretary this purchasing system is working effectively because it helps to keep
costs low and prevents bulk purchasing of books that are sometimes changed
frequently.

4.44 Audit can confirm that the funds of the Education Trust Fund are utilized in
the most efficient manner and are properly accounted for.



CHAPTER 5

Audit review of purchase of fertilizer and garbage bins from
Logistical Supplies Solutions Inc

AUDIT REVIEW OF
PURCHASE OF FERTILIZER BY MINISTRY OF AGRICULTURE
AND GARBAGE BINS BY OFFICE OF THE PRIME MINISTER
FROM LOGISTICAL SUPPLIES SOLUTIONS INC.

5.01 In fulfilling its Constitutional responsibility the Office Director of Audit
conducted audit reviews into the purchase of two quantities of fertilizer by the
Ministry of Agriculture and a quantity of garbage bins by the Office of the Prime
Minister on behalf of the Roseau City Council.

5.02 Both the fertilizer and garbage bins were purchased from an overseas
supplier named Logistical Supplies Solutions Inc. of Pennsylvania, U.S.A.

5.03 The objective of such audit review was to ascertain the following but not
limited to:-

a) Whether tender requirements for such purchases were adhered
to and that such purchases were in accordance with Financial
Rules and Regulations.

b) To ascertain whether any irregularities or fraud were committed
by public officials during the purchases.

c) To ascertain whether the Government of Dominica did in fact
receive the actual quantities ordered and measures put in place
to recover shortfalls in quantities ordered if any.

d) To ascertain whether the Government of Dominica did in fact
receive value for money and that the quality and quantity
received met the respective Ministry’s expectation.

Order No. 1

5.04 The Ministry of Agriculture ordered a quantity of fertilizer from Logistical
Supply Solutions Inc. in February, 2007.



5.05 This order was based on invoice No. 0172 dated February 8, 2007 for a
total of 3,225 bags of fertilizer including organic fertilizer at a price of
US$110,012.50 or EC$299,006.86.

5.06 It must be noted that the above price included freight to Dominica and
overhead and markup to Logistical Supplies Solution Inc.

5.07 The above amount was paid by the Treasury via wire transfer to the
account of Mr. Andre Dopwell for Logistical Supplies Solutions Inc. on February
8, 2007.

5.08 Records and information obtained from the Accounting Officer of the
Ministry of Agriculture indicated that all of the fertilizer was received in two (2)
shipments in May and July, 2007.

5.09 The Office of Director of Audit took the privilege to estimate overheads
and markup at 15% on the total price of the order to Logistical Supplies Solutions
Inc. As a result the estimated markup and overheads for the company on the
purchase from this order was computed at US$16,501.88 or EC$44,833.96.

Order #2

5.11 A second order for fertilizer was placed with Logistical Supplies Solution
Inc. in November 2007 based on invoice no. 1142007 dated November 14, 2007.

5.12 This order was for a total of 1,250 tons of NPK fertilizer of different mix
and white lime at a total cost of US$612,805.00 or EC$1,664,929.90. The
amount was paid in full by wire transfer to the account of Mr. Andre Dopwell of
Logistical Supplies Solutions Inc on November 27" 2007.

5.13 The above price included all freight costs, overheads and markup
estimated at 15% to Logistical Supplies Solutions Inc. The estimated overheads
and markup was computed to be US$91,920.75 of EC$249,739.49.

Order #3

5.14 By invoice no. 0310-0008-57 dated April 22, 2008 the Office of the Prime
Minister placed an order for 2700 garbage bins with Logistical Supplies Solutions
Inc. The total cost of this order was US$275,909.98 or EC$749,619.82.

5.15 This amount was paid in two (2) tranches from the Contingencies Fund.
The first tranche by Contingencies Fund Advance Warrant No. 139 of 2007/2008
approved by then Honourable Acting Minister of Finance on May 7", 2008. The
amount was EC$275.909.98.



5.16 The second tranche was paid by C.F.W. No. 155 of 2007/2008 approved
by the Honourable Minister of Finance on June 11", 2008. This amount was
EC$473,619.92.

5.16 It must be noted that the approval of the Contingencies Fund Advance
Warrant by the Minister of Finance only makes the funds available and
authorizes the Accountant General to pay the approved amount. However, all
the processes as per Financial Regulations regarding the expenditure must be
followed and adhered to by the Accounting Officer.

5.17 The computed markup and overhead on this order estimated at 15%
amounted to EC$112,442.97 or US$41,386.50.

THE TENDERING PROCESS

5.18 In all of the three above mentioned purchases there was no competitive
tendering or the obtaining of three quotations as is required when purchasing
from local suppliers under the Financial (Stores) Regulations of the Finance
(Administration) Act No. 4 of 1994. The Office of Director of Audit would like to
emphasize that competitive tendering or the obtaining of at least three quotations
would have been consistent with international best practice.

5.19 Part Xlll of the Financial (Stores) Regulations deals with the “Purchase of
Stores, Etc” and the tender “Procedures for Supplies” from Section 262 to
305.

5.20 Section 267 to 270 deals with purchases from foreign suppliers and
provision is hereby made for such purchases to be forwarded to the
“purchasing agency”, in this case Crown Agents in England. This procedure
was required when Dominica was a Colony of Britain but was no longer applied
since Dominica became an Independent Country.

5.21 There are no provisions in the Financial (Stores) Regulations which forms
part of the Finance (Administration) Act No. 4 of 1994 setting out procedures for
purchasing from foreign suppliers. The Office of Director of Audit has noted that
when the new Finance (Administration) Act No. 4 of 1994 was enacted to replace
the Finance and Audit Act, the Colonial Regulations under the old Act was
incorporated into the new Act without any amendments to take into account
Dominica’s Independent Status. As a result no provisions were made for
procedures and guidelines for foreign purchases from foreign suppliers. All such
purchasing procedures and guidelines are for local purchases from local
suppliers.

5.22 Therefore, the Accounting Officers of both the Ministry of Agriculture and
the Office of the Prime Minister armed with such information followed settled
practice from the time Dominica attained its Independence, whereby Accounting



Officers under successive administrations always purchase from overseas
suppliers without tender or without obtaining three quotations from suppliers. Not
even the approval of the Financial Secretary is being sought for foreign
purchases as is required for all local purchases over one thousand dollars.

5.23 In that regard, the Office of Director of Audit can conclude that no
provisions of the Finance (Administration) Act No. 4 of 1994 was violated when
the Accounting Officers purchased the fertilizer and garbage bins from a foreign
supplier without tender or without obtaining competitive quotations. They only
followed settled practice.

THE ORDER OF FERTILIZER

5.24 As indicated earlier, the audited records and information obtained from
accounting officials of the Ministry of Agriculture revealed that all of the 3,225
bags of fertilizer ordered were received from Logistical Supplies Solutions Inc to
the satisfaction of the Ministry of Agriculture. The markup and overheads for the
company estimated at 15%, amounted to US$16,501.88 or EC$44,833.96.

5.25 For the second order of fertilizer, payment of US$612,805.00 for 1,250
tons was effected on November 27, 2007. The simple average per ton is
computed at US$490.00. This figure would include freight and estimated markup
and overhead at 15%.

5.26 The audited records, correspondences and information obtained by the
Office of Director of Audit revealed that as a result of the high demand for
fertilizer and production problems at the fertilizer plant, Logistical Supplies
Solutions Inc. could only source the fertilizer ordered over a seven (7) months
period. This is the period over which the fertilizer plant could supply the quantity
ordered.

5.27 Therefore, although by letter dated December 18, 2007 the Ministry of
Agriculture outlined the manner and time periods by which the fertilizer should be
shipped, Logistical Supplies Solution Inc. had indicated by January 2008 of
delays in the shipment as a result of production problem emanating from the
fertilizer plant and the increase in costs for the fertilizer. As a result, by January
29" 2007 the Ministry of Agriculture had already agreed to accept a reduced
quantity to compensate for the increase in prices and costs. It must be noted that
although full payment was made on November 27" 2007, fertilizer shipments
began arriving in Dominica by January 10™ 2008.

5.28 Audit research conducted by the Office of the Director of Audit and other
evidence obtained revealed that the average price for fertilizer on the world
market for the seven (7) months period in 2008 i.e. from January to July 2008
was computed at US$683.17 per ton. This figure does not include freight,



markup and overheads. As a matter of fact figures obtained from DBPL and
another local supplier revealed that at some point during the year 2008, fertilizer
was being imported into Dominica at a high cost of US$936.00 and US$971.00
per ton, freight included. This lead to Government subsidizing the price of
fertilizers to local farmers.

5.29 Therefore, the audited estimated cost of the fertilizer shipped by Logistical
Supplies Solutions Inc. can be computed as follows:-

1,057 tons @ US$683.17 per ton
Actual freight paid

Total estimated cost of fertilizer
Amount originally paid

US$722,110.69
US$ 69,021.00
US$791,131.69
US$612,805.00

Amount of estimated loss on transaction = US$178.326.69

5.30 Based on the audited evidence and thorough research conducted on the
matter, the Office of Director of Audit can conclude that Logistical Supplies
Solutions Inc. realized an estimated loss on the second order of the fertilizer
transaction to the amount of US$178,326.69.

ORDER OF GARBAGE BINS

5.31 The amount of EC$749,619.82 was paid from the Contingencies Fund by
Warrant Nos. 139 of 2007/2008 and 155 of 2007/2008. This amount was
brought to Parliament in October 2008 as required by law.

5.32 The evidence indicated that the invoice was approved for payment by the
Senior Administrative Officer on behalf of the Accounting Officer in the Office of
the Prime Minister on May 9", 2008.

5.33 Further evidence obtained for audit purposes indicated that the garbage
bins were to arrive in Dominica by early July, 2008 but did not arrive until around
September 24", 2008. However, the shipping agent denied delivery to the Office
of the Prime Minister because the ship’s agent claimed that the shipper had not
paid the shipping line the full cost of the freight on the consignment.

5.34 The two containers were only cleared from the Customs on April 16™,
2009 after obtaining delivery from the ship’s agent and the necessary VAT
payments made. All excess port charges were waived.

5.35 A physical count of the garbage bins by the Office of Director of Audit
revealed that a total of 274 cases each containing eight (8) garbage bins were in



the two forty-foot containers making a total of 2,192 garbage bins. Hence, the
order was short shipped by 508 garbage bins.

5.36 Furthermore, physical inspection of the bins and a comparison with the
garbage bins sold by the Solid Waste Management Corporation for EC$300.00
without wheels and EC$345.00 with wheels revealed that the garbage bins
shipped by Logistical Supplies Solutions Inc. were of a lesser intrinsic value than
the US$102.19 quoted on the invoice.

5.37 Research done by the Office of Director of Audit and other sources of
evidence obtained revealed that the particular type of garbage bins received can
retail for a maximum of US$186.00 per case of 8.

5.38 Therefore, conservatively using the price of US$186 per case, the Office
of Director of Audit can conservatively derive a value for the 274 cases as
follows:-

274 cases @ US$186.00 per case = US$50,964.00
ECS$ equivalent = EC$138,464.09
15% markup = 20,769.61
Freight = 32,602.80

Estimated value of garbage bins EC$191,836.50

5.39 Based on the estimated value of the garbage bins received and the
amount paid to Logistical Supplies Solution Inc., the Office of Director of Audit
can conservatively estimate an amount of approximately EC$557,783.23 or
US$205,301.38 remained to be accounted for on the garbage bins transaction by
Logistical Supplies Solution Inc. This estimated amount needs to be refunded to
the State’s Consolidated Fund.

AUDIT FINDINGS

5.40 Based on the foregoing and the quality of audit research conducted on all
of the transactions involved, it is evident that Logistical Supplies Solution Inc.
lost an estimated amount equivalent to US$178,326.69 on the second order of
fertilizer from the Ministry of Agriculture as a result of the drastic increase in the
price of fertilizer on the world market. This loss is evident even while the Ministry
of Agriculture agreed on a reduction of the quantum by 193 tons to reflect the
increase in costs.

5.41 On the other hand however, a highly extraordinary gain estimated at
US$205,301.38 would have been realized on the order of the garbage bins even
after markup and overheads was provided at 15%. This in the opinion of the



Director of Audit is highly unacceptable and that amount should be made to be
refunded into the Consolidated Fund.

AUDITOR’S OPINION ON THE PURCHASES

5.42 The Director of Audit is of the logical view based on the actual evidence
analyzed on the foregoing orders and the thorough research conducted, that
Logistical Supplies Solutions Inc., having lost an estimated amount of
US$178,326.69 on the second fertilizer order and having in their possession at
the time, the advance payment for the supply of 2700 garbage bins, may have
utilized the advance payment from the Office of the Prime Minister for the supply
of the garbage bins to possible finance the estimated loss realized on the
fertilizer transaction as a result of the drastic increase in the price of fertilizer.

5.43 The effect of such possibility was that garbage bins of much less intrinsic
value than what was quoted on the invoice and actually paid for, was shipped to
the Office of the Prime Minister without the payment of freight costs as was
required, hence, causing clearing delays from the local port.

5.44 The Director of Audit is of the view that such possible behavior on the part
of a business establishment would be totally unacceptable and that despite the
estimated loss on the fertilizer transaction the monies advanced for the supply of
the garbage bins should have never been utilized to finance such estimated loss
on the fertilizer as this was a totally different and independent transaction,
although coming from the same government.

5.45 Based on the foregoing, the Director of Audit expects of the Accounting
Officer in the Office of the Prime Minister that everything legally possible will be
done to have the estimated extra-ordinary gain realized on the garbage bins
transaction refunded to the Consolidated Fund.

CONCLUSION

5.46 As a result of the conduct of this audit review and based on all the various
pieces of evidence analyzed, the Director of Audit can conclude the following:-

1) That there was no evidence of wrong doings or irregularities on the
part of any Public Officer or Official in the foregoing transactions
with Logistical Supplies Solutions Inc.

2) The Director of Audit found no evidence of fraudulent intent or any
act of fraud committed by any Public Officer or Official involved in
the foregoing transactions with Logistical Supplies Solutions Inc.



3) That ministerial involvement in any of these transactions was only
to the extent that the Contingencies Fund Advance Warrants were
approved in respect to the garbage bins. There was no evidence of
sort to indicate any other ministerial involvement in those
transactions.

4) That while in the case of the fertilizer transactions, the Government
of Dominica receive value for money and that the expected quality
and quantum were received, the same cannot be said for the
garbage bins transaction. The Government did not receive value for
money as garbage bins of lesser quantity and value were received.

4@  The Office of Director of Audit has noted the effort of the
Accounting Officer in the Office of the Prime Minister in ensuring
that the necessary refund be deposited into the State’s
Consolidated Fund

RECOMMENDATIONS

5.47 The Office Director of Audit hastens to advance the following
recommendations:-

1. That the Government of Dominica must move with haste to enact in the
Parliament of Dominica modern procurement legislation which will
establish the legal parameters for both local and foreign purchases of
supplies and equipment. Such procurement legislation would be
consistent with international best practice.

Already a draft procurement Act was prepared with the assistance of an
international donor agency in 2006 during the Economic Stabilization
Programme. If approved, the Office of the Attorney General could be
requested to review and adjust accordingly.

2. That in the meantime, the Financial Secretary, Accountant General and
the Director of Audit should meet to establish some minimum guidelines
and procedures to handle all foreign purchases by accounting officers and
to submit such for the approval of the Cabinet of Ministers. These
minimum guidelines and procedures should be enforced as policy
decisions until full procurement legislation is enacted.

In any event it is highly recommended that the Financial (Stores)
Regulations be amended and updated even if there is no change in the
existing legislation. The existing Regulations are very much inadequate
and not consistent with international best practice for procurement. As an
immediate measure, consideration should be given to applying the



procedures and guidelines outlined for local purchases to all foreign
purchases. In so doing Sections 267 to 270 should be deleted.

Subject to the schedule of the Office of the Attorney General, every effort
should be made to have the recommendation outlined at No. 1 above

undertaken over the next six (6) months
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