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OFFICE OF THE DIRECTOR OF AUDIT
TREASURY BUILDING

ROSEAU

COMMONWEALTH OF DOMINICA

November 11th, 2013

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, 2011; included also is my
AUDIT CERTIFICATE.

The Financial Statements have already been certified on and have been
transmitted to the Ministry of Finance by the Accountant General.

Yours faithfully,

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



AUDIT CERTIFICATE OF THE DIRECTOR OF AUDIT
ON THE ACCOUNTS OF THE COMMONWEALTH OF DOMINICA
FOR FISCAL YEAR ENDED JUNE 30 ™ 2011

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" 2011, 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 2010/2011 presents properly, a true and fair view of
Government of Dominica — Consolidated Fund financial transactions as
processed through the Government Treasury.

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

March 24, 2013



GOVERNMENT OF THE COMMONWEALTH OF DOMINICA

STATEMENT OF ASSETS AND LIABILITIES

ASSETS

CASH BALANCES
Crown Agents
Imprests

Cash

Other Cash Accounts
Development Account

ADVANCES

Other Governments
Public Officers
Miscellaneous
Postmaster

INVESTMENTS
General Development Loan

CONSOLIDATED FUND
Opening Balance

Written Off Suspense Account
Deficit for 2010/2011

TOTAL ASSETS

LIABILITIES
DEPOSITS
Public Offices
Miscellaneous

ADVANCES
Postmaster

INVESTMENTS
General Development Loan
Sinking Fund

SHORT TERM BORROWINGS

Sub Treasuries
Cash

TOTAL LIABILITIES

CONSOLIDATED FUND

AS AT JUNE 30, 2011
2011

1,226,427
1,255,558

29,217,505
7,779,251
39,478,741

247,018
2,011,432
(15,576,854)
74,569
(13,243,835)

65,315,933
(58,888,084)
16,238,057
27,807,346
(14,842,681)

76,708,158

3,859,812
3,045,850
6,905,662

65,315,933

101,009
4,385,553
4,486,562

76,708,157

2010
1,175,061
531,561
116,982
32,690,459
21,002,130
55,516,193
247,018
1,474,940
19,946,814
21,668,772

73,238,348

(80,154,287)

21,266,203
(58,888,084)

91,535,228

10,104,665
7,939,371
18,044,036

154,813

73,238,348

98,032
98,032

91,535,228



COMMONWEALTH OF DOMINICA
STATEMENT OF PUBLIC DEBT (EXTERNAL DEBT) AS AT JUNE 30, 2011
PART 1 - LOANS SERVICEABLE FROM GOVERNMENT BUDGET

CREDITORS

Agence Francaise de Development

American Life Insurance (Decker)

Bank of St. Lucia

Barbados Central Bank

Capital Life Insurance Co. Ltd

Caribbean Development Bank

European Investment Bank

Export-Import Bank of the Republic of China
Government of Barbados
Government/Central Bank of Belize
Government of Grenada

Government of Trinidad and Tobago
International Bank for Reconstruction and Dev.
International Commercial Bank Limited
International Development Association

International Fund for Agricultural Development

BALANCE AT
JUNE 30, 2011

21,229,262

4,714,335
1,469,625
180,000
1,747,952
151,267,081
1,667,065
20,141,155
13,500,000
2,700,000
2,700,000
10,000,000
1,640,692
6,750,000
76,442,830

4,893,424

BALANCE AT

JUNE 30, 2010

11,859,919

4,714,335

1,469,625

1,747,952
138,921,614
2,109,842
22,398,334
13,500,000

2,700,000

10,000,000
2,711,881
6,750,000

70,174,836

5,096,153



International Monetary Fund

Kuwait Fund for Arab Economic Development
Life of Barbados

National Insurance Scheme - Guyana
National Insurance Board - Barbados
Planning and Stantec Limited (Barbados Mutual)
People's Republic of China

Richard Edghill

Royal Merchant Bank

Sagicor Life

Societe Generale

T Clive Worrel

Others

47,554,158 47,464,240
11,966,119 11,708,324
3,567,416 3,567,416
200,000 200,000
1,086,000 -
- 4,656,117
30,642,472 -
493,200 657,600
68,838,623 83,690,536
7,140,013 7,672,499
28,185,894 28,185,894
493,200 657,600
36,083 2,084,660
521,787,099 484,699,377




PART Il - LOANS NOT SERVICEABLE FROM GOVERNMENT BUDGET

Agence Francaise de Development

Caribbean Development Bank

European Investment Bank

Investment Fund of Venezuela

Kuwait Fund for Arab Economic Development

Export-Import Bank of the Republic of China

GRAND TOTAL

PROPERLY PRESENTED

DIRECTOR OF AUDIT

BALANCE

AT JUNE 30, 2011

492,019

92,487,120
3,959,296
16,200,000

4,617,468

117,755,903

638,692,502

BALANCE

AT JUNE 30, 2010

5,277,873

96,041,210

7,715,978

7,178,406

450,022

116,663,489

601,362,866

ACCOUNTANT



GOVERNMENT OF THE COMMONWEALTH OF DOMINICA
ABSTRACT ACCOUNT — REVENUE AND EXPENDITURE

FOR FINANCIAL YEAR ENDED JUNE 30, 2011

RECURRENT REVENUE

HEAD NO.

110
115
120
125
130
135
140
150
155
160
165

DESCRIPTION

Taxes on International Trade
Income Taxes

Taxes on Domestic Consumption
Property Tax

Licenses

Fees, Fines, Permits
Dividends and Royalties
Rents, Interest, etc.
Financial Services

Other Revenues

Economic Citizenship

Total Recurrent Revenue

ESTIMATED

70,958,730
53,163186
169,729,850
9,750,000
15,880,000
10,073,517
1,000,000
3,912,500
480,000
9,742,604
7,000,000
351,690,387

ACTUAL

67,269,428
59,548,663
164,360,412
7,813,306
15,322,007
9,633,257
622,673
4,256,540
50,159
11,165,679
17,011,602
357,053,726



CAPITAL REVENUE

210 Local Capital Revenue
220 Receipts from Grants
230 Loan Funds
Total Capital Revenue
TOTAL OPERATING REVENUE
Opening Cash Balances on 01/07/11

RECURRENT EXPENDITURE

HEAD DESCRIPTION
D21 President
D22 Integrity Commission
D25 Ministry of Legal Affairs
D26 Audit
D27 National Security Immigration and Labour
D28 Elections
D29 Ministry of Trade, Industry, Consumer and
D30 Prime Minister's Office
D31 Ministry of Finance and Social Security
D32 Ministry of Agriculture, Fisheries and Forestry
D33 Ministry of Education, HR, Youth Affairs & Sports
D34 Ministry of Housing, Lands and Telecom.

D35 Ministry of Community Dev. & Gender Affairs

12,050,000
91,924,196
22,182,170

126,156,366

477,846,753
54,886,599
232,733,352

ESTIMATED
847,848
653,998

1,013,344
1,120,863
36,808,772
720,441
4,692,946
5,714,028
93,967,625
9,569,427
60,620,922
3,734,285

17,287,992

2,761,387
119,769,912
55,588,219
178,119,518
535,173,244
54,886,599
590,058,683

ACTUAL
718,471
552,079
905,087

1,068,442
35,211,107
507,899
4,331,392
5,323,822
89,532,772
8,525,494
59,065,512
2,878,351

16,044,091



D36

D38

D39

D42

D43

D44

D50

D52

D53

Ministry of Health

Ministry of Environ., Natural Resources, Phy.
Ministry of Tourism and Legal Affairs

Ministry of Information, Telecomms

Ministry of Carib Affairs

Ministry of Culture, Youth and Sports
Establishment, Personnel & Training Dept.
Ministry of Public Works & Infra. Development
Ministry of Foreign Affairs

TOTAL RECURRENT EXPENDITURE

CAPITAL EXPENDITURE

D21

D27

D29

D30

D31

D32

D33

D34

D35

D36

D38

D39

D42

President

Ministry of National Security, Labour and Immigration
Ministry of Trade, Industry, Consumer and

Prime Minister's Office

Ministry of Finance and Social Security

Ministry of Agriculture, Fisheries and Forestry
Ministry of Education, HR, Youth Affairs & Sports
Ministry of Housing, Lands and Telecom.
Ministry of Community Dev. & Gender Affairs
Ministry of Health

Ministry of Environment, Natural Resources
Ministry of Tourism and Legal Affairs

Ministry of Carib Affairs

45,443,306
2,712,130
11,437,186
2,020,800
385,546
5,688,040
11,393,184
34,830,516

10,839,719

361,502,918

7,074,000
8,015,800
2,406,183
3,244,345
4,683,662
17,323,505
15,553,724
11,183,008
8,078,327
17,568,710
13,142,023
11,575,285

2,000,000

42,419,173
2,055,200
10,639,124
1,818,704
347,018
5,258,118
11,113,874
33,945,780

10,391,478

342,652,988

7,074,000
3,870,577
2,371,252
2,297,020
2,812,203
15,119,265
13,351,846
8,780,731
5,383,034
16,176,627
11,984,284
9,766,923

1,893,329



D43

D44

D50

D52

D53

Ministry of Information, Telecoms and Constituency
Ministry of Culture, Youth and Sports
Establishment, Personnel & Training Dept.

Ministry of Public Works & Infra. Development

Ministry of Foreign Affairs

TOTAL CAPITAL EXPENDITURE

TOTAL OPERATING EXPENDITURE

Closing Cash balances 30/06/2011

PROPERLY PRESENTED

DIRECTOR OF AUDIT

3,739,600 931,225
336,285 202,244
5,804,220 3,212,738
130,059,299 115,100,544
261,787,976 220,327,842
562,980,830
27,079,253
590,060,083
ACCOUNTANT

GENERAL



COMMONWEALTH OF DOMINICA

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 monies are 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
2010/2011 on July 13, 2010. The General Warrant and Certificate required in
accordance with the provisions of the Finance (Administration) Act No. 4 of 1994
were dated Julyl1l6, 2010 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 2010/2011, as they become due in accordance with the
Laws and Standing Regulations of the Commonwealth of Dominica.

"#$%& % "% '&P&"(

At the end of the fiscal year on June 30", 2011 the balance on the Consolidated
Fund was as follows:

Recurrent Revenue $357,053,726

Capital Revenue 178,119,518

Total Revenue $535,173,244

Less

Recurrent Expenditure $342,652,987

Capital Expenditure 220,327,843

Total Expenditure ($562,980,830)

Deficit (Excess Expenditure over Revenue) ($27,807,346)
Fund Balance Accumulated Surplus at July 1% 2010 $58,888,084
Suspense Account Written Off ($16,238,054)

Fund Balance (Accumulated surplus) at June 30" 2011 $14,842,681



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 the 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 Policie S

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
Statements, 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 also consist of funds received from various
agencies for implementing projects. These comprised of the following:-

June 30, 2011 June 30, 2010
Crown Agents 1,226,427 $1,175,061
Cash Imprest 1,255,558 18,950
Other Cash Accounts 19,217,505 22,690,459
Fixed Deposit 10,000,000 10,000,000
Development Accounts 7,779,251 21,002,130

$39,478,741 $54,886,600

A)

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

0] Debt Restructuring Account — Escrow $2,219,91 4.69

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.

(i) Electricity Fund Account $1,333,060.93

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

(i)  IMF Account— ECCB $9,497,864.70

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

(iv)  Sale of Industrial Estate Account $153,4 45

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.

(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 $554,223

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.

B) Fixed Deposits
The amount of $10,000,000 represents Fixed Deposits held at the Bank of
Nova Scotia as at June 30, 2011.
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", 2011.
They comprised of the following with the previous year's figure for
comparison:-
2010/2011  2009/2010
$ $

NBD 115001245 Agricultural Diversification 22,070 22,070
NBD 115000272 Development Aid Account (838,865) 8,148,523
NBD 115001196 Jimmit Housing Development 228,156 1,343,979
NBD 115002910 Ecotourism Sites 8,367,891 11,487,558

Total 9,456,982 21,002,130
(1) Development Aid Account
The amounts in the Development Aid Account contain all monies received
from the Governments of the Peoples Republic of China, the Bolivarian
Republic of Venezuela and other development agencies to implement
various projects in the Commonwealth of Dominica.
(i) Ecotourism Sites
This is the proceeds received for site passes to ecotourism sites
throughout the island. These sites are managed by the National Parks
Division. As per the loan agreement with the Caribbean Development
Bank, any withdrawal from that account must have a no objection in
writing from the Bank.

Note 6. Bank Balances — Current Account

The balance on the Treasury’s system as at June 30", 2011 showed the current
account balance at (3,954,601).

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

June 30, 2011 June 30, 2010
$ $

National Bank of Dominica (4,939,780) (1,233,824)



Royal Bank of Canada 517,324 783,481

Bank of Nova Scotia 346,333 328,933
First Caribbean International Bank 121,787 238,932
(3,954,336) 117,522

Parliament approved in aggregate an amount of $36.5M overdraft facility with the
various financial institutions in July, 2011 to meet Central Government’s overdraft
requirements. The records indicated that, except for some brief periods,
Government had 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 $69,536,677

represented Government Investments as at end of June 30, 2011 made up as
follows with previous year’s figure for comparison:-

June 30, 2011 June 30, 2010

$ $
ECCB $40,271,930 $43,973,601
Royal Merchant Bank 29,264,747 29,264,747
69,536,677 $73,238,348

Note 8a. Loans Repayable to the Government of Domi  nica

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 391,779
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
Benjo Seamoss 152,000
Dominica Banana Producers Limited 2,832,265

20,531,203



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 8,969,959
Participating Short 23,556,800
Special Consideration 200,000
Non-Participating 843,200
Total value of bonds $118,916,069

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.

b) Ninety-one (91) days Treasury Bills
The issuance of ninety-one days Treasury Bills continues to provide a source of
short term financing for the Government of Dominica.

The following are the listing of Treasury Bills as at the end of the financial year
and the previous year for comparison:

2010/2011 2009/2010

$ $
Local Banks 19,400,000 16,412,000
Dominica Social Security 17,880,000 15,880,000

ECCB 140,000 -
Insurance Companies 2,543,000 2,448,000
Others 4,226,000 3,849,000
Total $44,189,000 $38,589,000

Note 10. Domestic Loans

Cable and Wireless $17,774,530

The situation with reconciling the records relating to this loan remained the same
as at June 30, 2011. The Treasury records indicated a balance of $17,774,530
while the information from Cable and Wireless states an amount of $21,574,247.



The Ministry of Finance is being encouraged to make an effort to have this long
unresolved matter dealt with.

Bank Loans - $12,909,152
The following were the loan balances with the local banking institutions as per
the relevant bank statements:-

June 30, 2011 June 30, 2010

$ $
National Bank of Dominica 3,345,226 6,056,470
Royal Bank of Canada 3,979,872 4,671,000
Bank of Nova Scotia 3,575,082 _ 3,886,825
Total $11,100,180 $14,614,295

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 consist 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, 2011 translated at exchange rates existing at the date
amounted to $521,746,599

Note 12. Other Liabilities
Other Governments

There were no outstanding amounts due to any other Government as at June 30,
2011.



Public Offices ($3,859,812)

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 Ronde Estate with the ownership
being a matter of contention. The proceeds of the sale were deposited in a fixed
deposit account at the National Bank of Dominica. The money is being held until
the issue is resolved.

Unpaid Vouchers ($1,999,906)

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 $9,751,971
This account was opened to hold the unreconciled differences in the cashbook.

Social Security Deduction Arrears $5,284,711

This is the Treasury’s balance as at June 30, 2011. The amount represents
unpaid deductions from employees together with late fees and penalties.
Adjustments are made by the Dominica Social Security by withholding sickness
benefit of Government employees and applying the amount to the outstanding
balance. The Government normally pays its employees their full salary while on
sick leave and submits claims for reimbursements.

Deposit to Secure Duties ($6,216,460)

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 - $98,033

This relates to short-term borrowings for operation of the Sub Treasuries at
Marigot and Portsmouth and the previous year's figure for comparison as
follows:-

June 30, 2011 June 30, 2010
Sub Treasury Marigot $ 5,399 $ 141
Sub Treasury Portsmouth (106,407) (98,174)

Total (101,008) (98,033)



Exchange Valuation IMF ($2,275,507)

This account was established to record transactions under the 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 with transactions being recorded through journal
adjustment vouchers.

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, 2011. These are all cheques for which
a six-month period had not elapsed.

June 30, 2011 June 30, 2010
Salary and Wages — DSS $ 34,378 $ 2,776
Treasury Bills 13,388 20,432
Firms and Merchants 883,170 830,896
Local Institutions 397,944 263,491
Individuals 2,088,510 944,847
Total $3,397,391 $2,062,44 2

14. Miscellaneous $19,751,439

June 30, 2011 June 30, 2010

$ $
Suspense - Other - 16,238,057
Advances - Other - 2,857,987
Stolen Cheques 2,178 2,178
Operating Account ECCB 264,269 243,664
Mission in Washington DC 42,470 (53,566)
Mission in New York 85,433 112,315
Mission in Cuba 162,581 177,223
Dominica High Commission (139,781) (139,781)
Cashier 2,900 2,600
Mission in London 430,908 310,762

850,958 19,751,439

On June 28, 2011 Cabinet advised approval for the Minister of Finance to write
off the amount of $16,238,057 which encompassed the item: Suspense — Other.

According to the Treasury, Suspense — Other was as a result of the non
reconciliation of deposit and advance accounts, resulting in outstanding balances
appearing on these accounts; in most cases the incorrect amount appearing as a
credit. These account balances were on the books for well over twenty years but



made prominent with the implementation of the Smart Stream Accounting
System.

Domestic Contingent Liabilities $67,920,777

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 July 2010 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, 2011. The relevant local banking
institutions confirmed these balances.

Overdrafts June 30, 2011 June 30, 2010
$ $

Roseau City Council 75,000 75,000
Dominica Export Import Agency 650,000 650,000
Public Works Garage 500,000 500,000
Dominica Lotteries Commission 462,272 462,272
Dominica Festivals Commission 482,347 482,347
AID Bank - 2,000,000
Dominica Water & Sewerage Co. 1,000,000 500,000
WCMEF (Min. of Tourism) 228,697 228,697
National Dvelopment Corporation 150,000 18,211
Dominica Broadcasting Corporation 525,000 -

Total Overdrafts 4,073,316 4,916,527

Loans June 30, 2011 June 30, 2010
Public Works Corporation 4,858,450 4,523,997
Government Housing Loans Board 13,850,055 13,850,055
Agricultural & Industrial Dev. Bank 23,468,239 13,821,313
Dominica Air & Sea Port Authority 8,600,000 1,730,388
Dominica Broadcasting Corporation 507,140 507,140
Dominica Solid Waste Management Corp. 1,838,577 1,838,577
Dominica Water & Sewerage Company 10,725,000 5,849,782
Total Loans 67,920,777 42,121,252




REPORT OF THE DIRECTOR OF AUDIT ON THE AUDIT OF
THE ACCOUNTS OF THE COMMONWEALTH OF DOMINICA
FOR THE FISCAL YEAR ENDED JUNE 30, 2011

CHAPTER 1
INTRODUCTION

1.1  This Report for the fiscal year ended 30™ June, 2011 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 no  t be subject to the
direction or control of any other person or authori ty."

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 -

(@) the work of his office; and

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

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

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



(b) essential records have not been maintained or the rules and
procedures applied have been insufficient to safeguard and
control public property, to secure an effective check on the
assessment, collection and proper allocation of the revenue to
ensure that expenditures have been made only as authorised;

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

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

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

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

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

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

AUDIT APPROACH

1.11 The approach used by the Office of Director of Audit involved the use of
a number of techniques in order to obtain sufficient audit evidence about the
effectiveness of systems of internal controls existing at the various Ministries,



Departments and Offices, so as to determine whether there were adequate
procedures over the receipt of revenues and the disbursement of funds.

1.12 These techniques included: -

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

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

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

1.13 The Accountant General submitted in draft form to the Office of Director
of Audit, the accounts of the Commonwealth of Dominica — Consolidated Fund
for auditing on September 28, 2011. After several adjustments were effected, the
final accounts were submitted by the Accountant General on February 9" 2012
certified and signed by the Director of Audit on March 24" 2012 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

1.15 The Office of Director of Audit is responsible for examining the
Accounts of Village Councils, Roseau City Council, Canefield Urban Council and
Portsmouth Town Council.

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

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



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

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

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

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

)
|O|'—‘|—\|—\B.I>I\J|—\

Reporting Process and Practices

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

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

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



Smart Stream System

1.25 The Smart Stream Product continues to be Government’s main
computerized accounting software through which all transactions are being
effected.
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CHAPTER 2
ABSTRACT ACCOUNT
REVENUE

Recurrent Revenue - $357,053,726

2.1 These were checked against the Approved Estimates and the computer
run generated from the Smart Stream System. The total amount of
$357,053,726 realized for the financial year ended June 30, 2011 was
$5,363,339 more than the amount budgeted.

2.2 The items comprising Recurrent Revenue are made up of eleven (11)
Heads. A total number of four (4) Recurrent Heads realized a total amount of
$17,820,154 more than that budgeted; whereas seven (7) Heads realized a total
of $12,801,855 less than what was budgeted.

2.3 The Item Head - Taxes on Domestic Goods and Consumption contributed
46% of revenue, which is the highest contributor while the revenue Head
Financial Services contributed .014% of 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 46%
Taxes on International Trade and Transactions 19%
Income Taxes 17%
Licences 2%
Other Revenue 16%

APPORTIONMENT OF MAJOR SOURCES FO RECURRENT REVENUE FOR THE
YEAR ENDED JUNE 30, 2011

Taxes on
Other Revenue_\\ International Trade
14% & lransactions

Licences_______ | 19%
1% i

Taxes on Domestic
Goods and
Consumption
46%

Income Taxes
17%




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

Year Amount
2006/07 - $40.15M
2007/08 - $49.68M
2008/09 - $16.99M
2009/10 - $26.45M
2010/11 - $05.36M

) *

—a— Shortfalls and Surpluses

)*

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

Revenue Head Description Amount
115 Income Taxes $6,385,477
150 Rents, interest, etc. $303,454
160 Other Revenues $1,423,075
165 Economic Citizenship Programme $10,011,602

)



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

110 Tax on International Trade & $3,689,302
Transactions

120 Taxes on domestic goods and $5,369,278
consumption

125 Property Tax $1,936,694

130 Licenses $557,993

135 Fees, Fines and Permits $441,420

140 Dividends and Royalties $377,327

155 Financial $429,841
) * -

Capital Revenue - $178,119,518

2.9 Capital Revenue is comprised of three (3) Revenue Heads which are
listed and apportioned un Exhibit 1.6 as follows:-

Local Capital Revenue $ 2,761,387
Receipts from Grants $119,769,912
Loan Funds $ 55,588,219

APPORTIONMENT OF CAPITAL REVENUE FOR THE YEAR ENDED JUNE 30, 2011

Local Capital
Revenue
o
Loan Funds f-2%
7.3%

Receipts from Grants
92.5%




The Capital Revenue for the financial year ended June 30, 2011 totaled
$178,119,518 as compared to $122,496,266 for the financial year ended June
30, 2011. This represents an increase of $55,623,252 from the previous year
and was $51,963,152 more than the budgeted amount of $126,156,366.

2.11 The Revenue Heads — Local Capital Revenue contributed less than that
budgeted for the financial year whereas Receipt from Grant and Loan Funds
contributed more than budgeted.

Local Capital Revenue - $2,761,387

2.12 The greatest amount under this Head was from Housing Development
Receipts $1,823,387 which accounted for 66% of the total receipts.

Receipts from Grants - $119,769,912

2.13 An amount of $91,924,196 was budgeted and $119,769,712 was actually
received and collected, representing an increase of 30% of the amount
budgeted.

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

Sources Amoun ts
$
Rehabilitation of West Coast Road 44,184,107
FLEX 2008 (EU) 18,016,691
9™ EDF EU Budgetary Support 11,619,975

Loan Funds - $55,588,220

2.15 An amount of $22,182,170 was budgeted and $55.588,220 was actually
received as Loan Funds Revenue.

2.16 The greatest contributors to this Item head for the year under review were
as follows:-

Activities Amount

Dominica State College 11,672,000
Roseau to Melville Hall Road Upgrade 10,958,341
Rehabilitation of Urban Centres 9,549,900
Road Improvement Maintenance Prog. 9,315,077
State House Renovation 7,074,000
Hurricane Omar — CDB 67/SFR-DMI 3,944,946

Catastrophe Risk — (WB) 986,157



2.17 The following head contributed less than was estimated.

Revenue Description Amount
Head
210 Local Capital Revenue 9,288,613

Exhibit 1.6

2.18 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.
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2.19 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
4
2006/2007 9.57
2007/2008 -32.06
2008/2009 37.23
2009/2010 -33.05
2010/2011 51.96
)< 1

2.20 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.

Shortfalls and Surpluses

@ Shortfallsand Surpluses

2010/2011




Authorities for Expenditure
Expenditure

2.21 The House of Assembly passed the Appropriation Act No. 17 of 2010 on
July 16, 2010. 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, 2011.

2.22 The total of $440,307,922 was approved as expenditure for the period.
This amount consisted of $299,754,936 relating to Recurrent Expenditure and
$140,552,986 to Capital Expenditure. However, a total of $562,980,830 was
actually spent.

Contingency Fund Advance Warrants

2.23 Three (3) Supplementary Appropriation Acts were approved by Parliament
for the year ended June 30, 2011 totaling $127,595,081. Approved was Act No.
22 of 2010 in the amount of $12,570,234, Act No. 1 of 2011 in the amount of
$52,407,434 and Act No. 5 of 2011 in the amount of $62,617,413. These acts
gave approval for the issuance of Contingency Fund Advance Warrants during
the year.

2.24 The following Ministries accounted for the greatest amount from the
Supplementary Appropriation Acts passed.
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2.25 A total of ninety seven (94) Contingency Fund Warrants were issued and
approved totaling $122,509,833 for the year ended June 30, 2011.

2.26 The following is a listing of the Ministries for which the greatest values in
Contingency Fund Warrants were issued:
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Recurrent Expenditure - $342,652,987

2.28 The Actual Recurrent Expenditure for the period 2010/11 was
$342,652,987. This was $14,730,852 more than the period 2009/10 and
$18,849,931 less 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 1.11 below.

r >
COMPARISON OF ESTIMATED AND ACTUAL EXPENDITURE - 2010/2011
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2.30 The Pie Chart in Exhibit 1.11 below indicated the apportionment of Actual
Recurrent Expenditure by Ministries/Departments for the year ended June 30,
2011.
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PERSONAL EMOLUMENTS BY MINISTRIES/DEPARTMENTS FOR 20102011

u National Security mMin. of Education = Min. of Health
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Surplus/Deficit

2.38 A deficit of ($27,807,586) was realized on the Consolidated Fund for the
year under review as compared to a deficit of $21,266,202 for the previous
financial year. Also reflected as comparison to the previous year is an increase
in total Actual Revenue by $43,195,229 and an increase in Total Actual
Expenditure of $49,736,612.

910 )% "%(* &&#% &)%*, 1, &%&#*% &(<
&$ --0 -+ 211 :010-1+
2 -1 "<l )
(&$ <" ( &3 )5"%
& (" &% &5 &S (" &"% &5 &$; 7(/ 5%#
3 3 3
2006/07 388,107,309 311,636,018 76,471,291
2007/08 395,298,798 424,315,437 (28,716,639)
2008/09 496,169,309 470,967,621 25,201,688
2009/10 491,978,015 513,244,218 (21,266,202)
2010/11 535,173,244 562,980,830 (27,807,586)
)* 0
REVENUE, EXPENDITURE AND CORRESPONDING DEFICIT/SURPLUS FOR THE
PERIOD 2006/07 TO 2010/11
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APPORTIONMENT OF OVERTIME FEES BY MINISTRIES/DEFARTMENTS
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Management Response

4.33 Since the initial audit by the Office of the Director of Audit, a series of
accounting changes were implemented at the Embassy to include many of the
recommendations mentioned above.

4.34 Training in quick books accounting software which was introduced at the
embassy was conducted and the accounts of the embassy are now fully
computerized. A recent audit review of the accounting processes at the embassy
has shown significant improvements in the accounting processes.



CHAPTER FIVE

CAPITAL PROJECTS AUDITED

5.01 The Office of the Director of Audit conducted a number of audits on the
Government’s Capital Projects that were being undertaken as part of the Public
Sector Investment Programme. The main objective of such audits is to ascertain
whether funds allocated by Parliament were utilized in accordance with the

Finance (Administration) Act and Financial Regulations.

5.02 The Ministry of Immigration and National Security have decided to
improve police stations around the island with the main purpose of bringing about
improvements in accommodation and physical space for effective functioning of

the officers and improve community policing.

5.03With this in mind, the Government has already started by building a new

structure at the Grand Bay and renovation to the Marigot Police Stations.

The New Grand Bay Police Station

5.04 This project was funded by the Government of Bolivarian Republic of

Venezuela and the Government of Dominica.

5.05 The estimated cost for the project was EC$3,697,129.83 and the contract
was signed between the Government of Dominica and R & L Construction of

Pichelin. The contracted period was 68 weeks but was extended by 25 weeks.

5.06 The Ministry of Public Works was the executing agency with consultancy
services provided by the Technical Services Division of the Ministry of Public

Works, Energy and Ports.



Project Components

5.07 Construction of a two storey concrete structure to house the Police
Station; and a single storey concrete framed building to
house the Inspector’'s Quarters.

Tender Phase

5.08 The scope of works was prepared and invitation to bids was requested
through direct open negotiations with five [5] contractors bidding. They were:
Claude Andrew
Earl Charles
Gilbert Guye
R & L Construction

Stewco Construction Ltd.

5.09 Among the five (5) contractors selected only three (3) bids were returned
by the proposed time. The bids were successfully evaluated and only two of the
bids conformed to all the essential requirements set forth in the invitation for bid.
They were R & L Construction and Claude Andrew. The third bidder was Stewco
Construction Ltd who was disqualified based on his failure to comply with the
instructions to Tenders and General conditions item 1/9B. The contractor bid was
incomplete and there was alteration done to the document sent to him.

5.10R & L Construction was the lower of the two tenders received. They quoted
an amount of EC$3,690,598.09 but after the arithmetical error was conducted the
corrected tender figures amounted to EC$3,697,180.98 which represented
0.18% increase which is below the budgeted estimate 2.1% but within the
acceptable range of 15% of the Quantity Surveyor’s figure. The timeframe quoted

was sixty-six [66] weeks which was ten [10] weeks above the estimated time.



5.11 Claude Andrew was the second lowest bidder and quoted a figure of
EC$3,788,813.00. All items required were attached with the bid documents.
After the arithmetical errors was conducted the final figures stood at
EC$3,789,835.35 an increase of the budgeted estimate of 0.03% but within the
acceptable range. The time frame quoted was 72 weeks for completion of works

which was twelve [12] weeks longer than the estimated number of 56 weeks.

5.12 In the final analysis, R & L Construction was ranked number one and
was awarded the contract based on cost and recommended timeframe which

appeared to be more cost effective to the government.

5.13 Information received from the project supervisor, of the Technical Services
Division, indicated changes was made at Ministerial level to the internal design of
the project. There was a reduction in kitchen size to accommodate two bedrooms
for corporals. The recreation centre was also converted into a barrack to hold
additional officers and the tiling to the floor was changed to klass concrete.

5.14 Despite the above modifications there was no increase in cost to the
project due to re-adjustments made and a few works which were left out. For
example, the females quarters were placed adjacent to the male on the top floor
and the building which was supposed to house the women will now be utilized by
the inspector. The recreational hard court which was supposed to be used as a
gym and a parking lot for the inspector quarters.

5.15 A high-risk impact to the project was the use of an inexperience company
to manage a project of such magnitude. This did affect the timeframe of the

project. The project timeframe was extended by five (5) months.

5.16 From interview with the project supervisor, it was stated that the
contractor’s cash flow affected the output of the project. This occurred because
the contractors were in arrears of VAT from previous works therefore the amount

had to be paid hence the impact on the project progress.



Financial Analysis

5.17 The financial analysis showed that the total payments for the overall
completed works was EC$3,605,605.25. The balance of the retention fee when
added the full cost will amount to EC$3,685,517.04 thus a savings of
EC$11,663.94 which accounts for 0.32%. This savings was realized because of
modification done to the project.

New Grand Bay Police Station

Newly built Inspectors Quarters



MARIGOT POLICE STATION

5.18 The refurbishment of the Marigot Police Station was done to provide
suitable housing and working conditions for Officers.

5.19 The Project was funded by the European Union for estimated amount of
EC$226,161.70. The Ministry of Public Works the Technical Division was
charged with the responsibility to provide consultancy services.

Tender Process

5.20 The tender process was based on prequalification procedures. Three
persons bidded on the refurbishment of the Police Station, they were: Dave

Gordon, Daryl Hill and Addison Prince.

5.21 Addison Prince tender was the highest among the three tenderers who
bided EC$451,893.95 which was 132% above the estimated cost.

5.22 Daryl Hill tender was the second highest and tendered an amount of
EC$272,776.80 and was 40% above the original estimated amount.

5.23 The most suitable bidder was Dave Gordon. The contractor bidded an
amount EC$230,764.00. The contractor's was offered the contract based on

cost, ability and experience. Dave Gordon was 19% above the estimated cost.

5.24 The components of works included: wall extension, painting, and
reinforcement of cell bars, installation of windows and doors, roofing, tiling and

termite treatment.



Financial Analysis

5.25 The financial analysis showed that the total payments for works completed
amounted to EC$293,346.41. This was an increase of EC$67,184.85 or 29.7% of

the original contracted sum.

5.26 The increase cost represented variations of scope of works: renovation to
the inspector quarters, changing of windows to inspector quarters, rewiring of the
entire building, external works included fencing of the perimeter, installation of
gates, excavation and painting to the upper section of the building. Based on
information received from the Technical Services Division the variations of works

were necessary since it will improve the ambience of the building and security.

5.27 The timeframe given for the project was four (4) months but was extended
to seven (7) months because of additional works.

5.28 Although there was extension of time it is felt that the works executed met

its’ objective of upgrading the Police Station.

Point Michel Sea Defense and Road Works

5.29 The construction of a Sea Defense Wall at Point Michel was imminent
after the passage of Hurricane Omar in October 2008.The public road was
severely undermined along the narrow areas of the coastal road and dwelling
homes of the community was under threat. The construction of a Sea Wall on the
South-western coast road would reduce the potential risks to the community by
protecting lives and properties and by extension persons travelling to the

Southern communities of Soufriere and Scott’s Head.



5.30 The project was funded by Caribbean Development Bank Loan No.
16/SFR — OR — DMI — Hurricane Omar/Pointe Michel and the Government of
Dominica. The Ministry of Public Works & Infrastructural Development was the

executing agency.

Project Scope

Reconstruction of the roads to allow for safe two way traffic flow
Associated signage and speed reduction measures

provisions for sidewalks, parking and improved drainage

sea defence comprising of reinforced concrete walls and associated rock

protection

Tender Analysis

5.31 A Request for Proposal was done for the construction of the Pointe Michel
Sea Wall and Road Improvement. Bid documents were issued in July 2010 and

returned in August 2010 giving a total of eight weeks for the tender process.

5.32 A total of six contractors bided on the project. The prospective contractors
were: C.O. Williams Construction Ltd, Offshore Civil & Marine/Caribbean
Contractors Dominica Ltd, Edghill Associates, Construction & Industrial
Equipment Ltd, Capital Signal and Trinidad Contractor Limited. They were all
higher than the estimated amount therefore following Caribbean Development
Bank procurement guidelines negotiations were done with the lowest evaluated
bidders.



5.33 The three lowest bidders that were short listed for evaluation were:

Contractor’'s Name Tender EC$
No.
1. C.O. Williams Ltd EC$23,531,643.80

2. Offshore Civil & Marine/Caribbean EC$25,045,850.00
Contractors Dominica Ltd
3. Edghill Associates Limited EC$31,525,125.00

All three bids were reviewed on the breakdown of the tendered prices to assure
economy, efficiency, transparency and consistency. The items of works were
categorized under three main headings; namely, General items, Civil Works and

Marine Works.

C.O. Williams Ltd

5.34 C.O. Williams Construction was the lowest of the three bids submitted
which amounted to EC$23,523,170.51 after conducting an arithmetic error
calculations. This amount was in the region of 12% of the tender cost but within
the acceptable range of 15 — 20%. The Company prices for the General items
were very competitive in comparison to their competitors except for their

Daywork material prices which were 25% higher.

5.35 In terms of their Civil Works, the company prices were very reasonable
especially for the demolition & site clearance and mass concrete which were
approximately half the rate used by the other bidders. Road works and paving
was 60% cheaper. For Marine works C.O. Williams’ rates were acceptable and
this was evident in the costing provided for Rock Armour and In-Situ Concrete

which were approximately 17% lower than Offshore and 40% lower than Edghill.



Offshore Civil & Marine/Caribbean Contractors Domin ica Ltd

5.36 Offshore Civil and Marine Company was the second lowest but their
submission produced broad variations from the other competitors. In analyzing
the costing, general items were 8% of the tendered cost which was considered to
be very competitive; but it was considered to be very low for the cost of works.
For instance, their Third Party Insurances were priced at EC$33,500.00
compared to C.O. Wililams EC$102,000.00 and Edghill Associated
EC$85,000.00.

5.37 On the contrary, Offshore Civil prices for Civil Works and Metal Works
were considerably high for number of the items although their prices for concrete

pipes and metal works were the most competitive among the three.
5.38 For Ancillaries works, Rock Armour and concrete works their rates were
substantially the highest. Their prices were three times the amount of C.O

Williams and six times higher than Edghill.

Edghill Associates Ltd

5.39 Edghill prices for General Items with the exclusion of provisional sum were
considered satisfactory since it was 16% of the tendered cost. On the other hand,
Specified Requirements were significantly higher than the other tenders. For
example, items relating to public utility were priced five times higher than the

other two tenders.

5.40 For Civil Works, Edghill prices were exorbitant. This was evident in the
rates for Demolition and Site Clearance.



5.41 For Marine Works, their prices for rock armour were approximately twice
the cost of C.O. Williams; in addition, their price for insitu concrete was

approximately 34% higher than that of C.O. Williams.

5.42 After evaluation, C.O. Williams was awarded the contract based on they
being the lowest bidder, offered the most competitive prices for high valued work,
financial capability and relevant work experience with marine projects although
they were limited to local experience.

5.43 Offshore Civil & Marine was the second lower tender who demonstrated
the potential to execute such works because of their local work experience;
however, they faltered since they did not present all the information required for
pre-qualification. The company could only provide financial information for the
last three years and on the other hand, their Joint Venture Partner could not
present their complete financial information for the last five (5) years therefore
they were disqualified based on that requirement.

5.44 Offshore Civil & Marine also provided an alternative design to the project;
but was rejected since the alternative design was not the lowest tender; hence
the option not being reviewed.

5.45 Edghill Associates Ltd was the third lowest tender and fell short on their
financial submission since they did not meet the requirements. Their proposal
was EC$8M in excess of C.O. Williams and EC$6.4M behind Offshore. Their
tender documents were not submitted as a joint venture but they provided
information for a financial partner. No information was produced for that joint
venture agreement. They were disqualified since they did not meet the joint

venture requirements.

5.46 ACE Engineering was sub-contracted by C.O. Williams Ltd for the

construction of the reinforced concrete sea wall.



5.47 Based on information received from the Technical Service Division the

projects encountered a number of delays during design and execution stage.

5.48 Lack of forward planning by both contractor and sub-contractor had an
impact on the project. It was observed by the Audit that works began on the
project before the new designs arrived; therefore works had to be stopped to
await the arrival. The completed designs arrived two months later.

5.49 Late procurement of the materials regionally incurred delay to the project.
The Contractor ordered steel from Mexico which was not delivered on time. This
delay caused a setback to works on construction on rebar for the C Wall.
Additionally, the scarcity of cement and late delivery of such due to external

problems and heavy seas also affected the project.

5.50 Other challenges that affected the project were: weather conditions due to
heavy sea swells, delays in placing of mass concrete due to dewatering
problems with ground water flow, obtaining the required tonnage/specifications of
rock armour, major breakdowns of equipment and unproductive use of those

available.

5.51 Scope change to the project was change of box culvert to pipe culverts,
box drains to slippage drains, reduction in parking areas, adjustment to footpath
this was required to accommodate the existing services and households,
construction to an emergency slipway, standardization of sea wall sections — re-
alignment of sea wall at 680-720 and deleting a length of wall at the Southern
end beyond chainage 720.

5.52 A work contract was signed on 11™ March, 2011 with C.O.Williams with a
timeframe of 12 months at a cost of EC$22,367,500.00. The Audit revealed that
works were extended by nine and a half months [9.5] due to the above

challenges.



CONSULTANCY — Design and Supervision
5.56 Contract agreement signed on 29/06/09 with Mouchel Limited to provide

engineering consultancy services in two phases:
Phase 1: covers the engineering design of the infrastructural works.
The revised contracted sum for design was
£317,524.76/EC$1,397,108.94
Phase 2: covers the supervision of construction works. The contracted
figure was £335,786.12/EC$1,477,458.93
Works
5.57 The contracted price for the project was EC$22,367,500.00 VAT inclusive;
however, total payments of completed works amounted to EC$22,881,197.89 Vat

inclusive an increase of EC$513,697.89 in cost of works.

5.56 In final analysis, the calculated cost of the project is:

Engineering designs EC$ 1,397,108.94
Supervision EC$ 1,477,458.93
Works [contracted amount] EC$22,881,197.89
Grand Total EC$25,755,765.76

5.58 Overall it can be stated that there was an increase in cost to the project by
EC$2,224,121.96 that is a 9.5% because of revised contract sums.

.




Point Michel Sea Wall and Road Rehabilitation fromthe Southern End

Northern end of sea wall

PRINCESS MARGARET HOSPITAL FENCE AND SIDE WALK PROJ ECT —
PHASE 2

5.59 As part of security improvement at the Princess Margaret Hospital the
Ministry of Health is in the process of fencing of the entire PMH compound.
Having completed Phase | of the project, Phase Il involved fencing of the
Federation Drive section of the hospital compound. In addition, the project had
been modified to include a five (5) feet sidewalk, retaining wall and ground/lawn

works.

Bid Analysis

5.60 Three (3) contractors were invited to tender, three submissions were
received. The following tender evaluation was based on the selection of the
lowest evaluated tender which the Ministry of Health considers reasonable for
completion of the project to an acceptable standard for similar works in the

construction industry.



5.61 Tenders were received from three contractors as follows:

Tender Price Proposed Construction
Time
1) Brian Guye EC$494,169.59 60 Calendar Days
2) Francis Julien EC$545,332.30 120 Calendar Days
3) Augustus Parker EC$468,891.22 90 Calendar Days

5.62 The estimated budget for the project was $449,869.36 which means that
only Augustus Parker was within the budget range. Items of works that required

the most funding was Concrete Works and Fencing and Drainage.

5.63 According to information received from the Technical Services
Department, after all technical matters and prices were compared and
arithmetical errors were completed, Mr. Augustus Parker was awarded the
contract based on having the lowest tender and his time and scope of works fell
within the estimated budget. The contract was awarded in the amount of
EC$433,572.43.

5.64 Payments was met by the European Development Fund - EDF (VFLEX)
under the Capital head D36 H300 H31 41303 C0929 664 403 - PMH
Administration/ Rehabilitation of PMH.

5.65 Works commenced mid February 2011 with an estimated timeframe of
three (3) months and was further extended by three (3) months. However, due to
works to be completed by DOWASCO a futher extension was given up to one
year. The project was finalized in January 2012. The total amount paid to the

contractor was EC$403,459.13 VAT inclusive with no cost overrun.

5.66 Reasons given for time extension were inclement weather conditions and
delay in relocation of DOWASCO pipelines in the area. In addition, the project
was further affected by water seepage which was as result of a broken water line

and washout/ overflow of water from the hospital cistern.



5.67 Additional works that was done in the area to resolve the situation
included excavation of earth works, building of French Drains to control and
direct the flow out, backfilling with stones and river sand and levelling the side

lawn to accommodate extra parking.

An Extension of the Oxygen Plant at the Princess Ma  rgaret Hospital

5.68 The Oxygen Plant was located in a building next to the Acute Psychiatric
Unit (ACU); this building was deemed unsafe and an in need of significant
structural repairs. It then became necessary to relocate the New Oxygen Plant to
the North-Eastern side of the Hospital. With this new location the oxygen will be
produced, stored, and piped directly to the Wards and also be bottled for
distribution.

5.69 A closed-tendered process was utilized as a result of the urgent situation;
three contractors were invited to bid on the project with all returning their tender
documents. They were:

No. Contractor’'s Name Tender EC$
1. Francis Julien EC$100,335.06




2. | Augustus Parker EC$110,598.37
3. | Ciris Ltd EC$145,105.62

5.70 Mr. Augustus Parker was the lowest bidder and was the closest to the in-
house figure. However, the contractor was already contracted in undertaking of a
large project with the Ministry of Health.

5.71 The contract was awarded to the second lowest bidder Mr. Francis Julien
in the amount of EC$100,335.06. This contractor was also engaged in a project
on the compound of the Princess Margaret Hospital, but was considered by the
Ministry Officials as having the capability and capacity to handle both projects.
The estimated contracted time was ten weeks.

5.72 Funding for the project was sourced from the European Development
Funds under the Vulnerability Flex D36 H300 H31 41303 C0929 664 403 -

Rehabilitation to Health Centers.

5.73 The Office of the Director of Audit can conclude that the project was

completed within the estimated time with no cost overruns.

| oy e

Completed Oxygen Plant building



Refurbishment of the Haemodialysis - Unit — P.M.H

5.74 The main purpose of the project was to refurbish the Haemodialysis Unit
as a result of considerable deterioration and inadequate facilities for use by staff
and patients.

5.75 The refurbishment of works for the project was executed by the Ministry of
Health with consultancy services provided by the Technical Service Division of
the Ministry of Public Works.

5.76 The process of direct tendering was used by the Ministry of Health and a
contract was signed 29" September, 2010 between the Ministry and Mr. Brain
Guye. The Project Supervisor informed the Office of the Director of Audit that the
decision had to be taken as a matter of urgency by the Ministry of Health
Officials.

5.77 The project profile included a budgeted cost estimate of EC$206,155.90
with an estimated timeframe of thirty days but after re-evaluation the project was
increase to EC$239,972.80 with a timeframe of ten weeks.

5.78 Variations of works included the extension of works to the ceiling, screed

and tiling of the entire floor.

5.79 The project was funding by the Government of the Commonwealth of

Dominica under the Hospital Trust Fund.

5.80 The Ministry of Health has embarked on a programme as part of its
strategic plan for Fiscal Year 2010/2011, to rehabilitate and refurbish the Health
Centres Island wide, which also includes a maintenance plan for the upkeep,

safety and preservation of these buildings.



5.81 The Office of the Director of Audit conducted a review on two of the
renovated buildings. They were Anse-De-Mai Health Centre and the Penville

Health Centre to determine that the Ministry’s objective is being met.

Reconstruction of the Anse-De-Mai Health Centre

5.82 Due to the urgency of the works, the project was direct tendered and the
contract was awarded to STEWCO Construction Company. This selection was
based on the contractor’s proven ability to work under minimum supervision and

his consistency in delivering at a high quality and on time.

5.83 The contract was signed on the 31% May, 2011 in the amount of
EC$254,339.00 with a three months timeframe. The project was funded EU
Vulnerability Flex.

5.84 The Audit found out that although the timeframe for completion was
extended by two and a half months the contract cost was not increased.

5.85 Challenges to the project were late payments, delays to delivering of

materials to the project site, weather conditions and theft of tools and materials.

5.86 Works were completed to specification with no cost overrun.

5.87 Overall a total of EC$234,963.48 was spent on the reconstruction of the
Health Centre hence a savings of EC$19,375.52.




Renovation of the Penville Health Centre

5.88 The Penville Health Centre has been in a poor condition with limited space
and accessories, thus immediate refurbishment was needed. The Ministry of
Health decided to address the need through repairs and extension of the building
making it more work conducive by addressing the problem of limited space, and

increase security for both personnel and property.

5.89 Three (3) contractors were invited to tender and two (2) tenders were
received. The following tender evaluation was based on the selection of the
lowest evaluated tender which the Ministry of Health considers reasonable for

completion of the works to an acceptable standard.

5.90 Tenders were received from the two (2) contractors as follows:

Tender Price Proposed Construction Period
James Royer EC$198,825.43 12 Weeks (3 months)
Joseph Paul EC$185,584.56 240 Calendar Days(8

months)

5.91 After arithmetical errors and evaluation it was observed that James
Royer's corrected estimated cost was $215,127.61 and Joseph Paul's was
$214,368.09 with both tenders being about 16% ($40,000.00) lower than the
Ministry’s estimate. The proposed construction time for James Royer was three
(3) months and eight (8) months for Joseph Paul. Whereas the construction cost
for both contractors were similar, the proposed construction time for James
Royer gave him the advantage. Therefore, the Ministry recommended that the
contract be awarded to James Royer at the cost of EC$215,127.61.

592 The contract was signed on the 31% May, 2011 in the amount of
EC$215,127.61 with a three months’ timeframe. The project was funded by the
European Union (EU)



Vulnerability Flex.
5.93 The Audit found out that although the timeframe for completion was
extended by two and a half months due to weather conditions and occasional

work stoppages.

5.94 The overall works were completed to specification with no cost overruns.
The total spent on the project was EC$214,997.85.

Back end view of the Health Centre

Newly Refurbished Penville Health Centre

Botanical Gardens Nursery and Irrigation Project

5.95 The Forestry and Wild Life Division embarked on an irrigation system for
the ornamental section of the Botanical Gardens with the key purpose of
maintaining the greenery of the lawns especially during the dry seasonal periods
thereby up-keeping the ambiance of the Botanical Gardens.

The main objective of the project was to establish a modern functional irrigation

system for the ornamental section of the Botanic Gardens.



Tender Analysis

5.96 The Project was close-tendered for consultancy services, Sorrel
Consulting Ltd. and Enviro Plus were invited to submit cost estimates for
evaluating to provide feasibility study, designs and supervision services for the

project.

5.97 Bids were in the amounts of EC$95,000.00 and EC$133,000.00
respectively. Enviro Plus was chosen based primarily on experience and track
records of implementing irrigation projects in Dominica and the Sub-Region and
also for being the best detailed in its proposal over Sorrel Consulting Ltd even

though the estimates were higher.

5.98 The contract was awarded and signed between the Ministry of Agriculture
and Enviro Plus on the 9™ March, 2009 in the amount of EC$133,000.00

5.99 The main project was open-tendered and was advertised for submission
of bids. Four (4) pre-qualified contractors’ submitted bids but they all exceeded
the budgeted amount; therefore, the project was re-advertised and all contractors

were asked to re-submit bids.

5.100 The table below shows bids received for evaluation: -

Financial Tenderer’s Tendered amount In-house -
Rank # Name (after mathematical (available
corrections) budget) figure

and timeframe

1 Victors Construction $892,374.63 $1,064,174.63
CIRIS Ltd. $1,010,293.00 to be completed

3 JARS Sales & | $1,309,966.70 within 3 months.
Services

4 ACE Engineering Ltd $1,468,499.00




5.101 All bid-estimates exceeded the in-house amount, however the evaluation
Committee recommended that the Government all taxes (VAT & Duties) so as to
reduce the tendered amounts.

5.102 After careful evaluation the contract was awarded to Victor's Construction
in the amount of $892,374.63 and signed on 11" November, 2010 but works

began in March 2011 with a given timeframe of three (3) months.

5.103 The Audit revealed that works were extended by eleven (11) months due
to variations of works and scope change. All works were completed in January
2012.

Scope of works

5.104 The project components entailed: - Excavation of trenches; Supply and
installation of a modular filter complete with air valves and galvanized steel pipe
work, construction of a filter station shed, construction of an electric valve shed;

grass replacement; and road surfacing and repairs.

Project Expenditure

5.105 Funding for the project was obtained by loan from the International
Monetary Fund (IMF) and payments were made under capital head D32 G600
G63 42403 C0908 522 204 and the Government of the Commonwealth of

Dominica for non-contractual obligations and cost increase.

5.106 To date, an amount of $133,000.00 has been paid to the consultant and a
total amount of $887,178.80 has been paid to the contractor. There were no

costs overrun.



Project constraints

5.107 The following were the main contributors to the project delay: late
submission of feasibility study and design by the Consultant, late procurement of
materials internationally, utilization of the project site by tourism stakeholders and
cricket association, unforeseen works during excavation, poor weather
conditions, low water pressure in the main water supply line negatively impacted
the efficiency and effectiveness of the sprinkler system and the late erection of a
utility pole and installation of meter for electricity supply by DOMLEC which was

not included in the contract.

5.108 The Office of the Director of Audit concludes that despite the setbacks the

project was completed successfully and within budget.

Sprinklers



Construction of the New Melville Hall Fire Station

Tender Process

5.109 The project was open tendered; bids were received from four (4)
contractors namely, Claude Andrew, Charlesbert John, STEWCO Construction
Ltd, and Melchizedeck Toussaint. However, three (3) of the four (4) bids were
submitted on time and accepted for analysis, unfortunately Mr. Melchizedeck
Toussaint’s bid was rejected due to late submission. The quantity Surveyors’
estimates for the project was EC$4,816,846.73 representing the in-house
amount; As a criteria for being chosen, bids should fall within the acceptable
range of 10% lower and 5% higher than the in-house figure. This is represented
in the range of EC$4,335,162.05 as the lowest to EC$5,057,689.07 as the

highest, with an approximate timeframe of 72 weeks.

5.110 The analyses of the bids revealed that Mr. Charlesbert John and
STEWCO Construction Ltd. bids were EC$5,188,767.11 with a timeframe of 64
weeks and EC$5,252,001.99 with a timeframe of 72 weeks respectively. These
bids were 7.7% and 9% higher than the in-house amount which is 2.7% and 4%
more than the accepted range of 5% respectively and were not recommended.
Mr. Claude Andrew's bid was EC$4,482,678.15 with a timeframe of 60 weeks,
this was 6.9% lower than the in-house figure and also fell within the 10% lower

range of the in-house figure.

5.111Given the above facts, and meeting the set tender criteria in submitting the
necessary documents (Bid Security, Work Programme, Tax Clearance and
Social Security Clearance) Mr. Claude Andrew was chosen as the best Tenderer
and was recommended for and awarded the contract in the amount of
EC$4,482,678.15.



Project Expenditure

5.112 The project was funded by Grant funding from the People’s Republic

of China, capital head D27 X500 X50 41902 C1002 649 304 — Construction of
other Buildings: (New Melville Hall Fire Station). A total amount of
EC$3,894,758.42 from 14 claims has been paid to the contractor (FY-2011=
$1,284,777.24; FY-2012= $1,933,080.06; and FY-2013= $676,901.12) for
execution of the works, and an amount of EC$587,919.73 is owed as retention
and VAT payment amounts.

Variations to scope of works

5.113 Variation to the scope of works (scope increase) entailed removal of the
slope to concrete roof, re-decked roof flat; and removal of the balconies facing
the runway, redesigning and strengthening of structural roof beams; redesigning
windows and doors on runway side and other parts of the building; redesigning of

balcony on the non-runway side.

5.114 These variations were necessary because the slope of the roof was in
direct view of the terminal making it difficult to spot and guide easterly
approaching (sea landing) aircraft; and the balcony facing the runway posed a
high risk of injury to individuals from both flying debris blown by the propellers
thrust and also being exposed to any unfortunate aircraft explosion or the likes.

Scope of works

Bill #1= $622,200.00 — Preliminaries/General Conditions

Bill #2 = $2,871,453.00 — Construction of Building: - substructure, frame, upper
floors, stairs, roof, external walls, external doors and windows, internal walls and
partitions, internal doors, surface finishes, fittings/furnishings, and services; and
construction of a garage

Bill #3 = $404,328.00 — site works, road and drainage, and external services



Project Timeframe

5.115 The project estimated timeframe was 60 weeks — from 17" September,
2010 to 16" November, 2011. The project end date was revised twice, the first
was projected to end 30" April, 2012, and the second was projected to end 30™
June, 2012. The actual project completion date was August 3" 2012. Nine (9)

months after the contracted date,

Project Status
5.116 All works have been completed according to contract’'s specifications and
designs, except in the areas where variations were done such as the roof and

balcony.

Project Challenges

5.117 The project constraints and variations were the main causes for the delay,
the roof and balcony had to be demolished, redesigned, and rebuilt, new design
schedules for windows and doors were required, specifications for new windows
and doors had to be resubmitted to ORION for manufacture, thereby increasing
lead-time, heavy rainfall slowed work progression, slow processing of claim
payments, finding temporary dwelling with office space for both personnel and

equipment for carrying out duties while construction was being undertaken.



Complete building showing garage and dwelling areas



REPORT ON COMPREHENSIVE AUDIT ON PASSPORT ISSUANCE SYSTEM

1.00

1.01

1.02

1.03

IN THE COMMONWEALTH OF DOMINICA.

Executive Summary

The Passport Act Chapter 18:01 PART Il 28 states that every person that
belongs to the State of the Commonwealth of Dominica are entitled to a
passport or a travel document acceptable to the Immigration Officer to
facilitate overseas travel. In addition, Passports Regulations 5 (1) and (2)
guides the process on passport issue with the addition of 6 (1), (2), (3) and

(4) which deals with replacement of lost or stolen passport.

From the Audit conducted we sought to evaluate the management of the
Issuance and Security of Passports in the Commonwealth of Dominica
and to assess the level of compliance of the existing Laws, Policies and

processes for the promotion of accountability and transparency.

The Objectives were based on the review on the adequacy of the
processes and procedures for effective and efficient performance of the
process, assessing the level of control mechanisms in place and the
competency of the level of monitoring and reporting for the promotion of

accountability and transparency.

This Audit also assessed the level of risks involved in the issuance of
Passports and the mitigated measures employed to reduce such risks.

Key Findings

1.04 Operations and Management

2. Evidence obtained from the Audit established that the Immigration

Department in Dominica is the sole issuer of all forms of the
Commonwealth of Dominica Passports.



1.05

The Audit also established that overseas missions, consular offices or
agents of the Economic citizenship Program [ECP] do not issue passports
on behalf of the Immigration Department. It was also made known that the
ECP Passports are issued by the Immigration Department only when an
application is forwarded and approved together with the naturalization
certificate. Passports under this program are printed under the same
stringent security measures.

Evidence obtained revealed that all passports are printed locally at the
Immigration Department under very stringent security measures. This
process is captured in the body of the report.

The Immigration Department has in place very sound and stringent
processes and procedures for the management of the Passport issuance
services; however there are few processes which require strengthening so
that the Department can meet its optimal objectives.

The Audit disclosed that the processes employed provide for proper
accountability and transparency in the delivery of the Passport Services.

Weaknesses revealed by the Audit

The mission statement of the department is not visible to the public neither
was management clear to what was the vision or mission of the
department.

Lack of Strategic Planning for the department. This needs to be given
priority since it helps in effective operational management.

IT Security and Control

The Audit revealed that most of the processes involved in the issuance of
Passports are fully automated. This has enhanced security features and
as such improving the integrity and efficiency of the entire system.

10.While the Audit revealed that IT Security and Internal control measures

are extremely strong and stringent, it was found that there are no written
manuals documenting the same security and internal control measures.
Furthermore, the Audit revealed that there is no offsite location where IT
back up is stored for safe keeping.



1.06 Passport Security and Control

10.The Audit revealed that the boxes of Passport booklets are stored on
ground level in the storeroom. This is a medium risk which can result in
significant losses since the ground floor is prone to flooding.

11.Improper ventilation in the storage area. There was an electrical problem
in the storeroom area therefore the air conditioning unit was dysfunctional.
The heat can cause booklets to deteriorate rapidly.

12.Cancelled passports are being kept by the Immigration Department in an
open box since there are no policies in place for disposal.

13.Insufficient space is allocated for printing area of the passport booklets.
There is no privacy or security to the printing officer hence exposing
machine and the process to high risk.

14.There was no smoke detectors or fire extinguishers located in the Inspector’s

officer or at the control room.

1.07 Record Management

15.1t was observed that that the office provides inadequate space for the filing
of these forms and entry to the cupboard is not restricted. There was also
no policy on how long processed application forms should be kept.

16.The storage room at Morne Bruce for applications forms is inadequate and
proper shelving and added space needs to be addressed.
1.08 Quality Assurance

17.The implementation of the new machine readable passports has resulted
in a strong quality assurance and controls for passport processing.

1.09 Monitoring and Reporting

18 The Passport Issuing and Control System monitor the full passport
process electronically with the reliability of fulfilling accountability
obligations and the Immigration Department is also being assisted
by Interpol in cases of lost passports.

19. Monthly reports are generated on all queries. Any problems with
the system is sent to the external consultant and actions are taken



by the local administrator and the consultant forwards a quarterly
report to the Inspector in-charge of Immigration.

1.10 Recommendations

The following recommendations are submitted for consideration by
management:-

The department needs to put in place its mandate, mission and vision.
This would enhance transparency and accountability. The mission
statement needs to be visible to the public.

For effective management of the department a strategic plan should be
prepared and implemented to assist in formulating operational plans to
enhance management and efficient service management.

The Ministry needs to equip the department with the necessary staff to
gain full advantage of the Passport Management System.

A senior staff should be attached to the printing section.

Amendment to the Law to incorporate interviewing of applicants for
passport processing.

The Immigration Department should ensure that procedures related to IT
security for passport services are adequately documented to ensure
consistency with actual practice.

Set up a computer and network usage Policy.

The department needs a written up Disaster Recovery Plan to be used in
case of a catastrophic occurrence. The Plan should consider offsite
storage of the data at a secured secondary location.

Fire extinguishers should be set up in the control room and Inspector’s
Office.

The electrical supply for the air condition system in the storeroom needs
repair.

The need for a dedicated room/area should be set aside as the print room
to avoid easy access by unauthorized personnel.



Appropriate signs should be placed in the key/sensitive areas e.g. the
storeroom entrance and printing room/area to restrict access by
unauthorized personnel.

Boxes of booklets should be kept on shelves in the storeroom away from
the floor in case of a disaster.

A Policy should be set up on the disposal of cancelled passport booklets
in accordance with Financial (Stores) Regulations 63:01 PART XX 171
and PART IX Section 198 and 199 for disposal of stores and record
should be made of all cancelled passports and be destroy as soon as
possible.

A more spacious area should be made available for the archives with
proper shelving and ventilation.

The department needs to set up a documented risk management strategy
for treating risks which may affect passport production.

Officer should receive on-going training in interviewing techniques and risk
management strategies for efficient and effective dissemination of
passports.

The review of management of the Passport Section shows that the Section is
operated by sound processes for the delivery of the passport services although
there is need for strengthening such as documented policies and procedures to
guide the process. In addition, there is need for integration and structured
arrangements for strategic planning. Significant approaches which needs
addressing are passport threats and risk assessment strategies.

IT and passport security has good access controls which ensures restriction of
information to unauthorized users; and data and programs are properly protected
and secured. However, written security procedures need to be documented for
consistency with actual practice.

In terms of records management, more space is needed to store collated
application forms and procedures are needed for guidance in terms of how long
these completed forms applications can be stored before they are destroyed if at
all.Quality Assurance and Control is being done on the passport system to
ensure passport quality and integrity.

Generally, it can be stated that the monitoring process of the passport system is
adequate and effective. In terms of reporting, the system is efficient since



everything is captured by the electronic system and reports can be generated
anytime.

MAIN REPORT

1.0 Introduction

The Ministry of National Security, Labour and Immigration are responsible for the
issuance of passports in the Commonwealth of Dominica.

The Immigration Department is being governed by Immigration and Passport Act
Chapter 18.01 PART Il 28 (1) which states that every person, other than a
person belonging to the State landing in the State from any place beyond the
State shall be in possession of a passport or a travel document acceptable to the
immigration officer; and Passports Regulations 5 (1) and (2) which deals with the
issuing of passports and 6 (1), (2), (3) and (4) which deals with replacement of
lost or stolen passport.

The main objective of the Passport Department is to determine the eligibility of an
applicant and issue passports. The process of delivery is also facilitated by local
agents and overseas missions.

The reason for undertaking the audit is to review the management of the
Passport Section of the Immigration Department and assess the level of
compliance of the existing Laws, Policies and processes for the promotion of
accountability and transparency.

2.0  Audit Objectives

1. To determine whether there are documented policies and operations
manuals in place for the management of the passport section.

2. To assess the adequacy of the processes and procedures in place for the
effective and efficient performance of the section.

3. To review and assess the levels of control mechanisms in place for the
passport services provided.

4. Toreview and assess the adequacy of the level of monitoring and
reporting in place for the promotion of accountability and transparency.



3.0

Scope and Approach

In order to assess the management of the passport section, the audit will focus
on the following lines of enquiry:

4.0

5.0

Operations
Controls and Security
Monitoring and Reporting

Audit Criteria

. There should be documented Policies and operations manuals in place in

conformity to the existing Laws and Regulations and should be
knowledgeable to all personnel.

. There should be documented processes and procedures in place for the

delivery of the passport service for the promotion of efficiency and
effectiveness.

. There should be segregation of duties, levels of control and security

measures in place for the promotion of accountability and transparency.
Risk management and mitigation should be considered.

. There should be documented procedures in place for the monitoring of the

operations and reporting mechanism for the promotion of accountability.

Methodology
Data was collected through the following data collection methods:

Document Review

Perusal of the Immigration and Passport Act Chapter 18.01 PART I
Section 28; and Passport Regulations 5 and 6 and manuals of processes
involved in issuance of passports was presented for Audit scrutiny.

Observation

The Immigration Office at Police Headquarters was visited with a view of
observing how immigration officers conduct their duties and a visit was
also made to the archives at Morne Bruce. The working environment was
also assessed during the field visits.



Interviews

Interviews were held with the Chief of Police, the Inspector, IT personnel
and the external consultant of Canadian Bank Note Ltd to obtain a general
understanding of the processes in involved in $saance of passports.

6.2  Organizational Structure

The organizational structure of the Immigration Department Passport Section is
controlled by the Minister who is responsible for Policy making. The Permanent
Secretary for National Security, Labour and Immigration is the overall supervisor
and Accounting Offic

6.0 Findings

6.1 The mandate, vision, mission of the Immigration Department was
not made available to the Audit. The management team was not clear as
to what is the vision or the mission of its department. The Audit advised
that the mission statement for the department must be clear and objective
and should be made visible to the public since it assists with enhancing
transparency and accountability of a department er. The Passport Section
is under the directorate of the Chief of Police and headed by an Inspector.
The Section consists of ten (10) positions; presently only seven (7)
persons are attached to the Section. The Inspector stated that the Section
is under staff and is proposing that the Section should have at least fifteen
(15) men to operate at its maximum.

6.3  Operational Management

The management of the new machine readable passport system came
into operation from December 2005. The Passport Issuing and Control
System [PICS] was facilitated with Canadian Bank Note Company Ltd who
was contracted by the Ministry of Legal Affairs and Immigration to provide
the services and training for the production of the new machine readable
passports. PICS ensure legitimacy of passport applicants, maintains
history of passport information, and provides data security, audit trails,
stock and quality control for the effective management of the system.

6.4  The Audit was informed that in case of loss or stolen passports or
fraudulent document the Immigration Department can contact the Interpol
through its telecommunication officer for recording on the electronic
media.

6.5 Officers within the passport section use an administrator guide to
facilitate an effective management of passport delivery. In addition, list



maintenance and inventory functions can be performed with the Passport
Issuing and Control System.

6.6 In the interview with the management team, the Audit was informed
that the department does not have a strategic or operational plan in place
to guide the department in its’ programming. The Inspector was informed
that strategic planning is essential for the department with potential high
risk. Operational plans can be formulated from the strategic plans which
will enhance the management of the department by guiding their
programme activities; such as, service management and strengthening
security and integrity hence enabling effective and efficient delivery of
passports.

6.7 Based on information received from the Immigration Department,
roles and responsibilities are understood by management and staff and
are applied where necessary.

6.8  The flow chart below shows the processing for the computer-based
passports.

Receiving [ Data Entry ‘ Supervisor | Printing
Officer Clerk I Reviewing Officer/Quali

Distribution

l Officer i ty As] [nce

Quality
Control

Fig. 1 Flowchart showing passport process

6.9 In the production of machine readable passports the internal
controls are strong and efficient since there are segregation of duties of
officers. This control reduces the risk of intentional manipulation and
increases the element of checking.

The functions for each of the processes are explained below:

6.10 The receiving officer verifies that the document is authentic. That is,
whether it is original, signed and has the stamp/seal of the issuing
authority and it is not tampered with. The officer ensures that spellings of
names, date and place of birth are correct with the registry data and proof
of payments and all requirements are met.



6.11 The Data Entry Clerk captures the information on the forms into the
computer system. The Clerk also ensure that the information coincide with
the information on the document.

6.12 The supervision review is completed by the Sergeant who ensures
that the information on the system complies with the information on the
form to determine authenticity/eligibility of the applicant. Applications can
be accepted or rejected at this point. If the application passes scrutiny it is
sent for printing or if rejected it is sent back to the Data Entry Module. If
the errors are data errors, the application is returned to the data Entry
Clerk for correction. If the errors are for the applicant to make the
application is kept in rejection until the corrections are made by the
applicant.

6.13 There are two junior officers [Constables] assigned as the printing
officers. The officers do quality checks on the data and images before the
booklets are printed and laminated. After printing, quality assurance are
conducted which involves ensuring that the Machine Readable Zone can
be read when the booklets passes through the Reader. The quality of the
printed document is also examined. If the passport cannot be read by the
machine another passport is printed. The Audit raised the concern about
having two junior officers manning the printing section and at the time of
the Audit only one officer was assigned to that section.

6.14 The passports are then sent to the quality control officer who is the
Inspector. This process confirms that the details in the passport are
correct according to the application form and all requirements are met
then it is signed by the Inspector. When completed the passports are
transferred to delivery section for pick up by the public, an agent or
Foreign Affairs official.

6.15 There is only one application form available with all the necessary
information; however, there are five (5) different categories of passports
being issued. They are:

Blue for regular applicants

Burgundy for diplomatic

Dark green for service/government official; and a
Collective passport for groups or teams [form]
Forest Green for Seaman passports

6.16 The Audit was informed that the processing and renewal time for
passports takes about 1 to 2 weeks depending on the work load or a
passport can be prepared within the same day to facilitate travel
emergencies. This urgency is being done without any priority fees,
providing that the applicant has met all necessary requirements.



7.0

8.0

6.17 The Audit was informed that the machine readable passports are
compliant with the International Civil Aviation Organisation (ICAO)
specifications. This organization promotes safe and smooth travel to the
public by providing maximum security and safety standards for Airports
and Air Transportation. This encompasses the requirement for E-
passports and Machine Readable Passports.

IT Security and Control

7.1 The IT system is controlled by a Security Administrator locally and
the CBN is the external consultant who has full access to the production
environment and responsible for software security. The Security
Administrator is qualified and has full access and privileges to the
application and system software.

7.2  All users’ passwords are unique and confidential and are issued
directly to the user. The password is in a minimum of seven to twenty
characters and is alpha-numeric. New passwords are assigned if one is
forgotten. There are no enforced password changes, but the system
lockout after five [5] unsuccessful attempts. Access is removed on a timely
basis of officers no longer in the section.

7.3 The Administrator is the only one responsible for re-activating
passwords. Currently, there is no written password policy for the network
and application.

7.4 Network connectivity is strongly protected. The control mechanisms
that are in place to protect information are the use of individual passwords,
firewall, servers and network PC are antivirus protected, no access is
granted to guest neither are officers allowed to use any flash drive or surf
the internet on the system.

7.5  All back-ups are highly secured and stored in a control room with
only authorized persons allowed to enter. To date, there is no off site
location for storing back-ups.

7.6  The disaster recovery process is not documented but back-ups are
performed daily on the server then are recorded on cassettes in case of
lost or corrupt data.

Passport Security and Control
8.1 The Passport Section had been faced with a number of threats to

passport issuance; however, since the implementation of the machine
readable documents and increase security on the borders the threats has



become lesser; nonetheless, the following are still considered a threat:
false identity documentation [birth paper], loss or theft of passports, risk to
identity theft.

8.2 The Audit was informed that ways in which the department has
mitigated such risk are through interviews, facial biometric data on
passports and segregation of duties of officers. The Inspector stated that
these mitigation mechanisms have been working effectively for the
department and improving the integrity of the passport.

8.3  The Audit was informed that there are security features included in
the passport document which reduces security threats and manipulation.

8.4 The custodial control of passport booklets by the Immigration
Department has been working effectively. The Audit found that all
passport booklets are accounted for and recorded by the Passport Issuing
and Control System [PICS]. An Audit trail was conducted on the PICS for
Inventory Control and the Audit revealed that the system and processes
are working effectively.

8.5 The booklets are kept in a storeroom at the Police Headquarters.
The security that's placed at the main storeroom is two locks; one key is
kept by the Inspector and the other is kept by a senior official of the
Ministry of National Security, Labour and Immigration, therefore both
officers have to be present in the removal of any booklets.

8.6  Passport booklets are kept within stores in sealed wooden boxes
on the ground floor in the storeroom. The booklets are sealed in a wooden
box in a count of five hundred [500] and are packed by twenty-five (25) to
a parcel. The Audit was concern about storing of the booklets on ground
level. This medium risk with low probability that the ground floor may be
prone to flooding. At the time of the Audit, there was an electrical problem
hence the dysfunctional of the Air Conditioning Unit. The improper
ventilation in the storage room was of concerned to the Audit and was
considered a risk. The amount of heat and cold can cause the booklets to
deteriorate easily. Management informed the Audit that the room is air
condition but the electrical system has been faulty and has not been fixed
up to the present time of when the audit was conducted.

8.7  The passport booklets for everyday use are held by the Inspector in
a cupboard under lock and key. The Audit asked whether this process was
efficient and the Inspector stated, that it has been working good for the
department and for booklets to be processed he must open the parcel on
the system before any work can be done. The only problem with this
storage is the insufficient space in the cupboard. The Audit Team
observed that a box of passports was opened but left in the storeroom.



9.0

When ask why the box was left in the storeroom the Inspector stated that
it was left there for security purposes — they did not want too many of the
Service and Diplomatic passport booklets in the cupboard because these
are not requested frequently. From an inventory check the amount was
not taken into stock on the system this give rise to a high risk impact.

8.8 The rejected booklets are being kept by the Immigration
Department in an open box. When asked how they are going to get rid of
these booklets, the Inspector stated that they do not have any process in
place on how to dispose of the spoiled booklets and this was up for
discussion with management. The Audit observed that most of the spoiled
booklets occurred during production, printing error, missing or incorrect
data or expired passports for children who have never travelled and had
come for renewal. The Audit recommends that records be made of the
spoilt passports and destroy them as soon as possible in accordance with
existing procedures.

8.9 The printing location is the same area where the Data Entry Clerk
and officers receiving applications are stationed with the space being
inadequate and open to everyone. Therefore there is no privacy or
security to the printing officer hence increasing exposure to risk.

8.10 There were no restriction signs in the area where the computer
network is placed and the storeroom for the booklets.

8.11 There was no smoke detectors or fire extinguishers located in the
Inspector’s officer or at the control room.

Record Management

9.1 From the Audit observation the recording and filing of passport
applications are done in a numerically order. All passport forms are
numbered in sequenced bundle then filed in a cupboard. It was observed
that that the office provides inadequate space for the filing of these forms
and entry in the cupboard is not restricted.

9.2  The Audit asked what happen to the forms when the cupboards are
filled, the Inspector stated that they are stored in an archive at Morne
Bruce. He also stated that they do not have any policy or procedures on
how long applications should be kept before they are destroyed. The Audit
advised that a record of document destruction should be kept.

9.3 The Audit made a visit to the archives at Morne Bruce and from
evaluation the space provided is inadequate. Most of the documents for
the last three years are stored in plastic bags [garbage bags] and boxes
and the shelf space provided is insufficient.



10.0

11.0

Quality Assurance

10.1 With the implementation of the new machine readable passports
there is a strong quality assurance and controls in place for passport
processing. All data are captured on the system and goes through a
quality management process. If the information is erroneous the
information can be picked up by the quality assurance or the quality
control officer.

10.2 The integrity and efficiency of passport issue depends on the
quality of applicant interviewed therefore the department should initiate
training in interviewing skills/techniques so that high quality interviews can
be conducted during the processing stage of passport development. The
Audit was informed that this process excludes the Economic Citizenship
which is being done by the Financial Intelligent Unit.

Monitoring and Reporting

11.1 The Passport Issuing and Control System monitor the full passport
process electronically with the reliability of fulfilling accountability
obligations and the Immigration department is also being assisted by
Interpol in case of lost passports.

11.2 The Audit was informed that no monitoring is being conducted by
the Immigration Department or at any of the Missions or Consulates to
ensure that these controls are executed efficiently and accountability and
transparency are enforced within the process. The Inspector stated that
the same process of interviewing passport applicant is being followed and
it is being done by the head of the Mission or Consulate. The Audit is
concern about the monitoring of that process.

11.3 In terms of reporting against performance standards, the system
can generate reports for all transactions completed. According to the IT
personnel, if there is a problem a report is recorded and is dealt with by
the IT personnel. If necessary, the problem is referred to the external
consultant for assistance. Monthly reports are generated on all reports
made, actions taken or pending and the status of the system. This
information is sent to the external consultant and the consultant forwards a
quarterly report to the Inspector in-charge of Immigration.



12.0

13.0

The

Conclusions

12.1 Overall, the Immigration Department processes for passport issue
are sound although that there is need for strengthening such as
documenting policies and procedures to guide the process.

12.2 There need to be integrated and structured arrangements for
strategic planning since the implementation of the new machine readable
passports there has not been any formal or strategic planning for the
department. Some of the approaches which need addressing are passport
threats and risk assessment strategies which should be documented and
implemented when the need arises.

12.3 IT and passport security has good access controls which ensures
restriction of information to unauthorized users; and data and programs
are properly protected and secured. However written security procedures
need to be documented for consistency with actual practice.

12.4 In terms of records management the filing system is working
excellent but the department needs more space to store applications and
needs to put procedures in place in terms of how long these applications
can be kept before they are destroyed.

12.5 Quality Assurance done on the passport system to ensure passport
quality and integrity of the passports has been working efficiently;
however, the Audit is recommending that more training in aspects of
interviews and risk management should be done with officers.

12.6 The monitoring process of the passport system is adequate and
effective. In terms of reporting the system is efficient since everything is
captured by the electronic system and reports can be generated anytime.

Recommendations

following recommendations are submitted for consideration by

management:-

The department needs to put in place its mandate, mission and vision.
This would enhance transparency and accountability. The mission
statement needs to be visible to the public.

For effective management of the department a strategic plan should be
set up to assist in formulating operational plans to enhance management
and efficient service management.



The Ministry needs to equip the department with the necessary staff to
gain full advantage of the Passport Management System.

A senior staff should be attached to the printing section.

Strengthen the co-ordination and monitoring on the passport process at
the consulates.

Amend the Law to incorporate interviewing of applicants for passport
processing.

The Immigration Department should ensure that procedures related to IT
security for passport services are adequately documented to ensure
consistency with actual practice.

Set up a computer and network usage Policy.

The department needs a documented Disaster Recovery Plan to be used
in case of a catastrophic occurrence. The Plan should consider offsite
storage of the data at a secured secondary location.

Fire extinguishers should be set up in the control room and Inspector’s
Office.

The electrical supply for the air condition system in the storeroom needs to
be fixed.

The need for a dedicated room/area should be set aside as the print room
to avoid easy access by unauthorized personnel.

Appropriate signs should be placed in the key/sensitive areas e.g. the
storeroom entrance and printing room/area to restrict access by
unauthorized personnel.

Boxes of booklets should be kept on shelves in the storeroom away from
the floor in case of a disaster.

Records should be made of the spoilt passports and destroy them as soon
as possible in accordance with procedures.



A Policy should be set up on the disposal of spoil passport booklets in
accordance with Financial (Stores) Regulations 63:01 PART XX 171 and
PART IX Section 198 and 199 for disposal of stores.

A more spacious area should be made available for the archives with
proper shelving and ventilation.

The department needs to set up a documented risk management strategy
for treating risks which may affect passport production.

It is recommended that training be offered to officers in interviewing
techniques and risk management strategies for efficient and effective
dissemination of passports.



