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| am pleased tpresent my annual report for the period 2017/2018. This report, as in previous submissions, is divided
Ayiz2 GKNBS asSoOiizyao ¢tKS FANRG aSOGA2y RSIfa 6AGK GKS
period December 1, 201ZNovember30, 2018; the second section provides summaries by audit type and the third
aSOiA2yT W, SINIAY wSLER2NIaQ>x RSi{GlIAfa GKS FAYRAy3Ia 27F | dz

This year, | advanced the momentum in executing more-crasag audits which saht to assess sectors with roles
ONRGAOLFE G2 GKS FTOGFEAYYSYl 2F YHWANAADY Qanoh ihRgRI iKS5SHS
{dzadGlrAyllofS 5S@St2LSyd D2Flfta o{5Dauva® /| 2y RdzOGAYy 3 GKSa
vision for the next five years remains in line with our visiarbetter country through effective audit scrutiriy

furtherance of the audit agendfgcuswas placed on strengthening the capacity of members of staff to effectively
undertake the planned audits. In this regard, members of staff participated in 57 training activities representing a
combination of classroom and blended learning programmes. &dhesome training programmes were funded by

donor partners, training cost borne by the AuGD for the period amounted to $2.5 million.

The AuGD adopts the blended learning method of knowletgeng to impart audit methodologies and standards.

Included in the 57 staff trainingrogrammes aréwo blended programmes relating to performance and compliance

audits. The methodologies developedring these audits are reflected in amended/new manuals for performance

and compliance audits. Further to this, the AuGD participated in two blended programmes which were spearheaded

by the INTOSAI Development Initiative (IDI). Subsedaehis, | submk G G SR | NBLR2 NI G2 t I NI AL
Preparedness for the Implementation of the Sustainable Development Goals, which was tabled September 2018. The
report on the other audit Effectiveness of the Institutional Framework for Corruption Preventibive submitted

to the Speaker of the House for tabling during the first quarter of 2019.

The results of the other audits executed during the period revealed that there is still major room for improvement in
how public officers undertake their fiduciaryspensibilities. Government resources were exposed to misuse or loss
owing to weaknesses in governance arrangements, resource management as well as procurement and contract
management. In all instances, the persons charged with responsibility for govemarednformed of the
deficiencies identified and recommendations were proffered for improvement.

In pursuit of fulfilling my mandate as stipulated by the Constitution, we completed 254 audits up to November 2018.
A significant number of agencies/minissrieave not yet submitted financial statements in keeping with sectiens 43

2 of the FAA Act and Sectioi2 3 and 22 of the PBMA Act. Particularly in the case of Ministries, many were affected
by technical issues with the Financial Management System (BinMaich must be addressed by the Ministry of
Finance. This contributed to the late or failed submission of Appropriation Accounts.

| cannot guarantee that all errors, irregularities or deficiencies were identified as our scope was limited to the sample
sdected for review. Nevertheless, the audits were planned in such a manner to reasonably identify instances of
breaches and irregularities. Some of the deficiencies identified during the audit, particularly in governance, would
have presented financial exgure (unresolved monetary risks) to the Government, underscoring the urgent need for
Ministries, Departments and Agencies (MDAS) to strengthen governance arrangements and resource management to
safeguardimited resources.

I would like to take this oppontity to thank my team for their continued commitment to the mandate of the
Department as well as our stakeholders who have continued to provide us with their invaluable feedback and input
through our focus groups. Finally, | extend appreciation to thddHef&Entities for the courtesies they have extended

to my staff during the year.

oy

Pamela Monroe Ellis, F.C.C.A, F.C.A.
Auditor General
Decembel7.2018
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Section 1:
Performance Review o1
the AuGD

About us

Our Vision and Mission

Mission

wl'o conduct and make
public, high quality
audit and produce
recommendations that
are relevant to our
auditees, the
Parliament and the

Vision
OA better country

through effective audit
scrutiny.

Our Values

INDEPENDENCE

e will audit independently of the
Executive and Legislative branche
thereby helping to ensure
accountability and transparency o
Government activities in an
objective and impartial way.

CREDIBILITY

wWe work to constantly build and
maintain trust with the general
citizenry. We sustain credible,
reliable and trusted professional
teams in each respective field
within our areas of responsibility.

citizens.

PROFESSIONALISM

wWe will undertake our work in
accordance with the requirements
of international auditing standards

INTEGRITY

wWNe meet our professional
responsibilities in an ethical and fg
manner.

COLLABORATION AND
INVOLVEMENT

wW\e seek to collaborate with and
involve all stakeholders in the
fulfillment of its responsibilities in §
constructive manner.

OBJECTIVITY

wWe shall act in an impartial way
Audit conclusions and opinions ar
based exclusively on evidence.

TRANSPARENCY

wWe operate in the spirit of full
openness to the Jamaican societ
about the way in which it uses its
public resources and about the
impact of its audits

5|Page



Section 1:
Performance Review o1
the AuGD

Role of the Auditor General

The Constitution of Jamaica mandates the Auditor General to conduct audits of all publicesgitits; which

includes all Ministries, Departments and Agencies. Section 122 of the Jamaican Congfifesothe Auditor

General the task of auditing tleecounts of all government bodies, including those entities and projects on which

Public Money is spent. This is confirmed by Section 30 of the Financial Administration and Audit (FAA) Act, Section
13.A.1 of the Public Bodies Management and Accountdbilyi ot . a! ! 3 wnannam0 FyR GKS t | NR

¢KS ! dzRAG2NI DSYSNI f Qa 5SLI NIGYSYyd o! dzD50 R2Sa y2aG | dzRAG
resources would not be sufficient. Part 3 of article 122 of the Constitution statedthay G KS SESNOA &S 2 7F
under the provisions of subsections (1) and (2) of this section, the AGéitaral shall not be subject to the direction

or control of any other person or authorgy § K S NB T &rd\sBlécted: odaRiskbased apprach. There are

however, some entities which must be included each year in our audit portfolio, as the applicable legislation requires

an audit of these entities on an annual basis.

Guiding Legislation

s Annual Report

uSection122 (2) of the Consitutionand Section29 (2) of the FAAActrequiresthe Auditor Generako
submitto the Speakeiher Reportto be laid before the Houseof Representativeannuallyby the
31st December

Special Report

uSection29 (1) of the FAAAct makesprovisionfor the Auditor Generalto preparea specialreport
on anymatter incidentialto her powersanddutiesunderthis Act

uSection 122 95) of the Constitution provides the basis for us to conduct Performanceand
RegulatonAudits

e Fiscal Policy Paper (FPP)

uSectiond8 (B) (6) of the FAAAct (2019 stipluatesthat the Auditor Generalshall, within 2 weeks
after the FiscaPolicypaperis laid before both Housesof Parliamentgexaminethe componentsof
the FPPand give an opinion on the reasonablenessf the assumptionsand conventionsand the
justificationfor deviationsfrom targetsof the FiscalResponsibilityReportand providea report to
the Houses

e ANy Public Body

uBectionl3A (1) of the PBMAACct statesthat providingthere is nothing contrary containedin any
other enactment,the Auditor Generalmay audit the accountsof any publicbody, if the Houseof
Representativedyy resolution,sodirects

6|Page



Section 1:
Performance Review oi
the AuGD

Client Organization

The Audit Universe of the Department includes all entities that may be subject to an audit by the Auditor General. In
keeping with the current resources of the Department, a distinction is made between our audit universe and the
statutory audit tasks whicare prescribed by legislation for annual audits.

Entity Type Audit Universe AUGD Audit Plan
Ministries 15 15
Departments 77 27
Executive Agenc 12 12

Fund 6 6

Government Compan 36 0
Local Municipality 14 14
National& Public Librarie 14 14
Public/Statutory Bod! 160 36
Total 334 124

Table 1: Audit Universe

In addition to the totals stated above, the Department is identified as the preferred auditors for some donor funded
projects, which sometimes utilize GoJ funding. As of Septembey2@dfal of20 projects were included in the
Departments audit plaThis number has been reduced to eight as of September 2018.

Accountability

Auditor Generd

Executive

Management
Committee

Corporate
Services
Division

Internal Audit
Unit

Figure 1: Functional Units to support accountability

The governance mechanisms within the Departmarg administered through the Executive Management
Committee, the Audit Committee, the Quality Assurance Unit and the Corporate Services Division.

1 The Exeutive Management Committée chaired by the Auditor General. The Committee provides strategic
leadership and direction for the operations of the Department in the most efficient, effective, transparent
and economical manner.

7|Page



Section 1:
Performance Review oi
the AuGD

Thelnternal Audit and th&Quality Assurance Audit Unise independent of the audit functions and the
operational activities of the Department. They are tasked with assessing our procedures and controls in
executing our operational and auditing functions.

TheCorporate Services Divisibas specific responsibility for activities relating to:
o0 Corporate Governance
Management of Human and Financial Resources
al yFasSySyid 2F GKS 5SLINIYSyidQa LINRPOAzZNBYSyld TFdzyO
Management of the Departments performance managenageid evaluation system
Information, Communication and Technology systems
5SSt 2LIYSyid YR YFIylF3SYSyid 2F (GKS 5SLINIYSydaQ

O O O O ©
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Section 1:
Performance Review o1
the AuGD

Year in Review at a Glance

Audits executed for Financ
Statements and Compliance Audits
Appropriation Accounts Completed

Performance Audits
Completed

Special Investigations
Completed

Information Technology Economic Assessment Auc
Audits Completed Completed

Workforce Capacity

Resource Allocation

In keeping withihe strategic direction of the Department, resources have been committed to eight audit streams with
the intention of allowing for more impactful audits geared at higtk areaswhich affect the whole of government
operations. This direction called fbe adoption of crossutting audits and a twinning of speciality areas to execute
the audit.

Economic Assessment
2% Q[\

Quality Assuranc

2% \

Information
Technology Audits
6% Pensions

4%

Figure 2: Allocation of Staff Members
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Performance Review oi
the AuGD

Strengthening our Human Capital

¢CKS 5SLINIGYSYGQa | dzyty wSaz2dz2NOS obrdieng pr@gradvries/Tar alllleyelsof O2 2 NR
staff across all functi@h areas. These programmes were offered in response to critical capacity needs identified

within the Department. A total of 62 persons were trained in keeping witbhfextiveof having each employee

participate in at least one training programme annually. G2@ersons participated in a total of 41 programrogsr

the reviewperiod

A major programme undertaken over the periadhich wasot included in the 41 programmes mentash saw 90
persons being trained in Compliance and Performance Audit in October 2017.

International Programmes
A The Indian Technical and Economic Cooperation (ITEC) Programme:
0 Auditing in the IT Environment
0 Audit of StateOwnedEnterprises
o Performance Audit
o e-Governance
o Environment Audit
Supreme Audit Institutions Fighting Corruption
Strategic Engagement of Stakeholders
Auditing Sustainable Development Goals
Quality Assurance

> > > >

Professionalization Level of all Staff Members

Staff Qualifications

80 68
60
40 32

15 17
0 [ | - - I =
Staff Complement

m Masters m Bachelor
Diploma Associates
m Other Professional Qualificatiorm ACCA
H Certificates B CXC & or other Qualifications

m No Qualifications

Figure 3: Qualification of staff members

The information in theable reflectsqualification levelsf all staff members. It is important to note that some
instances, staffnembers possesaore than one qualification.
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Performance Review oi
the AuGD

The Department continued its partnerships with international entities as a means of supporting our capacity building
programmesand as a means of sharing ideas and experiences in supporting better governance of government
resources.These entities include

INTOSA(International Orgaamation of Supreme Alit Institutions;
IDI(INTOSAI Development Initiative)

Inter-American Development Ba(iloB);

World Bank

CAROSACaribbean Orgarmition of Supreme Audit Institutions)
ACCAAssociation of Chartered Certified Accountants);
ICAQGInstitute of Chartered Accountants of the Caribbean)
NAOUK (National Audit Office, UK); and

MIND(Management Institute for National Development)

= =4 4 -4 4 -8 -—a _—a -1

The5 S LI NI h6Singibfeng CAROSAIENniversanConferencén August under the them@uilding the future
on the foundation of the pastasasignificanachievementThe conference featurddcal and internationalpeakers
who addressedriticalissueswvhich direct and support the work ekternal auditors within the region.

The annual meeting of the INTOSAI Working Group on the Values and Benefits of $/8gheated by the
Department in September.

Stakeholder Consultation and Engagement

The Department continued to implement its Strategic Stakeholder Engagement and Communication Plan as a means

2F AYLINRGAY3I 2dzNJ AYGSNI OGA2y 6AGK 2dz2NJ {Se& adl 1SK2f RSN,
presence have been geared towardsreasing the accessibility of our audit reports once tabled in Parliament and

allowing for feedback on the contents of the reports through our website feedback mechanism.

One key initiative undertaken by the Department in March 2018 was the involvefaunt key stakeholders in the
RSOSt2LIVSyild 2F 2dz2NJ { NI GS3IAO ' dRAG tflFyod ¢tKS SESNDAA
Outcomes andhadthem identify potential risks and entities that should be involved in the-crging audits.

Website & Social Media (Twitter and LinkedIn)

All audit reports tabled in the HouseRdrliament ané summary presentatioare publishedvithin 24hours onthe

5SLI NIYSyiQa 2S8S6aArAiGdSY [AY1SRLY YR ¢6AGGEGSNI | O02dzyiad
December 2017 and October 2018.

¢CKS 5SLINIYSYyGdQa ¢gAGGSNI | O0O2dzyd s a SaidlofAaKSR Ay Wi
followers. As of November 30, 2018, the number of followers stood at 71. The greatest number of new followers
occurred between August and Octot®@2 A Y OARAY 3 gAGK (GKS 5SLI NL-YSywh@a LRAA (A
30" Anniversary Conference in Augus YR Lb¢h{! LQa&a 22NJAy3 DNRBdzZJ 2y GKS I
Institutions in September 2018.
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The LinkedIn account has seen steady growth in the number of followers during the calendar year. Most viewers on
this platform are employed tGovernment Administration entities worldwide and account for 23.53 per cent of all
viewers. Information Technology and Services and Higher Education serve are the next two highest industries in which
the platform viewers are employed.

For he 20172018 Financia¥ear(FY)the Departmentutilised 97per centof the amount budgete¢see Appendix 1)
This representaslightincrease in theaitilisation ratewhen compared to th&4per centachieved irthe prior year. A
total of 3669,207,000millionwas estimated to be spent fire 2017/2018 FY to be offset by a furthe#10,000,000
million that was projected to be collected as AppropriasitmAid (AIA}. However, he Department spent
J$650,756,294 and collected J$9,524,67Als This is against the J$594,910,794 spent and {H#&3146,738

collected as AlA ie prior year.

Object 21 Compensation of Employeascounted for 6®er centof the total expenditure80 per centof whichwas
derived from Activity 0286 Administration of External Audit Services. In gen@ject 21 increased as a result of
the revision of salary to Public Sedinployes as well athe filling of new postsduring the financial year

Another noticeable item among the list of expense®hject 22¢ Travelling and Subsisteneehich saw a slight
decrease from the prior year due to the decrease inafttbwn travel because of a new methodology adapted by
the auditors who audit Parish @wik and LibrariesAdditionally,a few members of staff fovhom travelling was
budgeted either resigned or were paid at a lower rate.

Use of Goods and Services (Objecte25pededhe budgeted amount by$533,125.42 because during the financial

yeari KS 5SLI NIYSyidiQa L/ ¢ AYFNI aiGNHzOGdzNE 61 & dzLJANF RSR (2
Management (ECM) Projeegthich was funded by the Cabinet Office to automate the Regiiteyassociated cost

for the upgradewvas not initially bugeted.

Utilities and Communication (Object 24s underspent by J$3,951,974 or 45.4 percent as the planned acquisition of
a Private Branch Exchange (PBX) system was delayed due to-tiespuwrsiveness of bidders. This system will be
acquired and implemented in the 202819 budget year.

1 Appropriationsin-Aid is @y revenue which a Bpartment collects in the ordinary course of business whiasbeen approved by Parliament
to be used by th®epartment.
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Section 1:
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the AuGD

= Compensation of Employees

= Travel Expense & Subsistence

= Rental of Property & Machinery
Utilities and Communication

= Use of Goods and Services

= Grants & Contribution

= Awards & Social Assistance

= Capital Goods

Figure4: Summary of Expenditure vs. Budget for Financial Year Mar@033,

Object Description Revised Estimated Actual Expenditure Variance % Variance| % Share of
2017/2018 2017/2018 from Total
Budget Expenditure
fav/unfav.
%) J%) J%) %
21 Compensation of 449,964,000.00 | 444,959,309.60 5,004,690.40 1.11 68.4%
Employees
22 Travel Expense & 112,038,000.00 105,950,915.35 6,087,084.65 5.43 16.3%
Subsistence
23 Rental of Property & 50,165,000.00 49,946,834.97 218,165.03 0.43 7.7%
Machinery
24 Utilities and 8,703,000.00 4,751,042.71 3,951,957.29 45.41 0.7%
Communication
25 Use of Goods and 37,274,000.00 37,807,125.42 | - 533,125.42 -1.43 5.8%
Services
27 Grants & Contribution 194,000.00 162,701.68 31,298.32 16.13 0.0%
29 Awards & Social 1,500,000.00 1,380,374.48 119,625.52 7.98 0.2%
Assistance
32 Capital Goods 9,369,000.00 5,797,990.11 3,571,009.89 38.12 0.9%
Total Funding Requirement 669,207,000.00 | 650,756,294.32 18,450,705.68 2.76 100%
AlA - 10,000,000.00 | - 9,524,677.67 | - 475,322.33 4.75
Net Funding 659,207,000.00 | 641,231,616.65

Table 2: Summary of Expenditure vs Budget for Financial Year March 31, 2018
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Section 1:
Performance Review oi
the AuGD

All audits plannetbr the yeararedone inkeeping with the tenets of our thematic map developed in 2016 and further
embodied in our Strategic Audit Plan 262821. All audits identified for execution are selected basedagnized
risks to the achievement of the Vision 2030 National Goals and Outcomes. Thegeregk#oritizedto determine
which audits would be conducted eagbar, withthe more critical audits being tackled first.

High Level Vision 2030 JamaieaNational Outcomes
Interest Area
Fiscal/Debt Effective Governance

Environment

Security

Environment
and Climate Chang

Health and
Social Welfare

Education

Investmentnd
Job Creatior

Infrastructure,
Energy Security an
Transportation

A Stable Macro economy

Strong Economic Infrastructure

Security and Safety

Sustainable Management and Use of Environmental and Natura
Resources

Hazard Risk Reduction & Adaptation to Climate Change
A Healthy and Stable Population

Effective Social Protection

Authentic and Transformational Culture

World-Class Education and Training

An Enabling Business Environment

Internationally Competitive Industry

Energy Security and Efficiency

A Technolog¥Enabled Society

Sustainable Urban and Rural Development
Table3: Audit Topics based on higbk and interest areas

Our rolling threeyear strategic plan will see the Department continuing its efforts tozeedb five strategic

objectives. The objectives are:

1 The deployment of resources to highk operational areas of the public sector through conducting audits
based on crossutting issues;

1 Strengthening of the Department's internal governafreeneworks asvell as the Departmef ability to
execute its madate in an efficient and effective manner;

i Strategic capacity building within the Department allowing for the workforce to consistently complete its
deliverables in keeping with industry best practae]

1 Continued interaction with key stakeholders asi@ans of communicating the results of our audits and
soliciting feedback on our audit reports.
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Our Audits

uObjective 1:

To improve public sector financial managementand governancethrough the provision of financial,
compliancejnformationtechnologyand performanceaudit reportson the basisof the ISSAlsesultingin
actionablerecommendations

uDbjective 2:

Tomaximizethe impactof our audit productsby reflectingemergingrisksand stakeholderstoncernsn
the planningof our audit work andby improvedcommunicatioraboutour audit results

Our Internal Controls and Procedures

uDbjective 3:

The! dzD ®mr@ahizationcanbe regardedasa model publicentity and that our organizationaktructure
and businessprocessesreflect best practice and enhancethe efficiency and quality of our audit
processes

Ethics and Core Values

uDbjective 4:
Toensurethat all our staffandthe organisationasa whole, actin full alignmentwith our corevaluesas
definedin this plan In addition,we wantto be an openorganizatiorin whichconductthat deviatesirom
our corevaluescanbe questionedandwill be correctedif necessary

Resource Management

uODbjective 5:

Toensurethat we havein placea multifunctionaland adaptablehumanresourcecohort by continually
developingand maintainingthe professionalkcompetenceof staff and supportingthem with adequate
facilitiesandITinfrastructureandsupport

Figure 5: Our Strategic Objectives
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Planned Audit Targets for FY 202020

60 Appropriation Audit

163 Statutory Finanical Satement Audits Outsou

Figure 6: Planned Audit Targets
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Leading by Exampidnternal Oversight

Quiality Assurance Unit

TheYear in Review

The Quality Assurance (QA) Unit is responsible for providing

assurance that the standards and methodology employed by [ S EIEE ISy s

auditors in conducting the audits ofGovernment Ministries, S 2 N‘H.I' o

Departments and AgencieslDA9 are maintained at a high leyath regarded as a moqel pubhc entity:
and that our organizational structure

keeping with the International Standards of Supreme Au and business processes enhance the

Institutions (ISSAIs), and the reports issued are appropriate. efficiency and quality of our audit

conduct our reviews in accordance with international standa processes.

issued by the International Organization of Supreme Audit Institutio

(NM{! L0 GKS ! dzD5Q& vdzrftAG& ! aadzNF yOS CNIYSE2N] FyR v!

1) and best practices.

During the year, th€AUnit was ableto improve on the number and types of reviews conducted when compared
with the previous period. Th&ly A 1 Q& LINR OSRdzNJ £ 3IdzA RS Ay BalieTappioved &nd 6 S NB
adopted in February 2018.

Our Achievements

We were able to expand our

reviews over the three main aud We developed a summary of th el

SAl PMF Report for our capacity building training and
stakeholders and this was programmes, both locally and
published on the AuGD websitg overseas.

types by including reviews of ai
information technology and a
special investigation audit.

The Year Ahead

The unit is currently coordinatiin
the 1SO Certification 9001:2011
(Quality Management Systems
for the AuGD and the project ig

expected to be completed befo

the end of 2019.

We plan to participate icapacity
building training programmes i
order to provide for a more robu
unit and improve on QA revie
techniques

We intend to further extend our

QA review coverage to include
outsourced audits and donor
funded projects
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Quality Assurance Reports

During the year, the QA team successfully completed reviewsefgen audits and one financial statement
assessmentThree of theaen QA reviews, which commenced during the reporting period remain Wwepkegress.
Additionally, partial QA reviews of two other audit reports were completed and fopiawviews and repostwere
completed on two quality assurance reviews, which had pediormedin the previous year.

The quality assurance reviews completed during the reporting period are summarized in the table below.

Court Management Services (CMS) Compliance \%
Jamaica Information Service (JIS) Appropriation Accounts \Y,
Preparation for the Implementation for Performance \%
Sustainable Development Goals (SDGS)
Post &Telecommunications Department Compliance \Y,
(PTD)
Petrojam Limited Contracts and Performance \Y,
Procurement
Petroleum Corporation of Jamaica (PCJ) /| Special Investigation \%
Petrojam Limited, Corporate Governance
Petrojam Limited, Pricing Mechanism Performance
Petrojam Limited Financial Statement Economic Assessment \%
Assessment
Postal Corporation of Jamaica (PCJ) Performance
Housing Agency of Jamaica (HAJ) Financial Statement

Assessment
Follow up of Urban Development Performance (in progress) -
Corporation (UDC)
Tax Administration of Jamaica (TAJ) Inlan¢ Compliance (in progress) -
Revenue Department
Passport, Immigration and Citizenship Information Technology (in -
Agency progress)

Table 4: Quality Assurance Reviews (QAR) Covered

Our Findings

The conduct of four completed QA reviews during the fagilitated theidentification of weaknesses. The summary

2F FAYRAY3IE YR 20aSNBI{iA2ya 2y | dzZRAGEA NBGASSHSR 6 SNB
resulted in the recognition that there are areas which require further attention and on wipcbviements may be

made, either through mentoring and coaching or by strategic decisions and actions to be taken by senior
management.

We have already seen evidence of the steps taken to implement the recommendations madeQoglitye
AssuranceUnit. While there is always room for improvemgespecially as it relates to the time it takes for our
audits to be completed, the Department continues to ensure that a high standard of accuracy and consistency is
maintained in the conduct of our audits.
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Lookng Forward

The staffcomplement othe QAUniIt is now completavith the filling ofa vacantposition inmid-July 2018. It is the
expectation that with the addition of resources within thait, it will facilitate an increased number of reviews each
year aml add value to the AuGD by enhancing the credibility and reputation of the Department.

We are currently in the process of subjecting our Department tmhepliant with the International Organization for
Standardization (ISO) Certification 9001:2015Joality Management Systems. The project is being facilitated by
consultants under the oversight of the Ministry of Industry Commerce and Fisheries (MICAF) and is expected to be
completed within the third quarter of 2019.
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Internal Audit Unit

The Yeain Review

The Internal Audit Unit (IAU) continues to monitor fimancial andadministrative operations of the Department

through the implementation of its audit plan. Th&U has in the past benefited from training in the areas of
Compliance Audit as wels Information TechnolodyT) Audit techniques provided by the Department. This has

resulted in the IAU completing two IT Auditgeaeralreview of IT as wedls completinghe Risk Assessment started

last year. The IAU covered most of the Higkareashighlightedin its annual risk assessment resulting in the
identification of areas of weaknesses aadommendations fok Y LINE @SYSy ia Ay GKS 5SLI NI YS)

All recommendations for
implementation were followed ug
and reported on quarterly,
resulting in improvements to the
5SLI NIYSyuaQa A

governance processes.

The IAU completed 70 per cent ¢
planned audits and reported

quarterly to the audit committee
for the reporting period Apri 2017,
March 2018.

Summarized below are the audits conducted by the IAU and presented to theCAmditittee during the reporting
period.

AUDIT TOPICS

Appropriation Accounts (FY 2017/2018)

Monthly Financial Statements

Information Technology (IT) Risk Assessment and General Review of Information Technology (GRIT)
Verification of Salary arrears the period April 1, 201 February 28, 2018 and Salary Costing for the 2018/-
Fiscal Year

Registry Operations (Mailroom)

Salaries Audit

Information Technology Governance

Travel Allowances, Subsistence and Parking Arrangements

Overseadravelling for the period January 2017 to December 2017

Fixed Asset Records

Quarterly Contract Awards

Information BchnologyGeneral Controls Review (WIP)

Unplanned Audits (requested via the Corporate Services Division) including a Rewentafls and Governanc
Practices over the Payroll Process

Table 5: Internal Audit Areas Examined
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Looking Forward

¢CKS adGNIGS3IAO Grarzy Aa (2 i N mokeTapabk of arkickatingdabdd&ecting ! | Ay
threats before they occur and charting a course to mitigate against adverse effects on the financial and administrative
2LISNI GA2yas GKAOK &adzLILI2 NI GKS | OKAS@SY $htiwill &s3ist it i€ 5 S LI N.
endeavour is expected to be completed in the coming year. In addition, the 1AU will be participating in training
arranged by the AuGD and the Internal Audit Directorate of the Ministry of Finantieed®ublic Service in orden t

strengthen its capacifgspecially in the areas of performance auditing.
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Relevant Strategic Objectives

SDG 2030

1 B PEACGE. JUSTICE

AND STRONG
INSTITUTIONS

PARTNERSHIPS
FOR THE GOALS

17

&

16.6 Develop effective,
accountable and
transparent insitutions at al
levels

GoJ National

Development Plan,

Vision 2030

N

Goal 2: The Jamaican
society is secure, cohesiv]
and just

D

National Outcome 6
Effecftive Governance

National Outcomes

7

N\

6.1 Strengthen the proces
of citizen participation in
governance

J

-
6.5 Strengthen public
instutitions to deliver
efficient and effective

public goods and service

J

N\

)

Section 2:
Providing Assurance

AuGD Objectives 1 & 2

é To improve public sector\

financial management and
governance through the

provision of financial,

compliance, information

technology and performanceg

audit reports on the basis of
the ISSAIs resulting in

actionable recommendationg
\_ J

To maximize the impact of ou)
audit products by reflecting
emerging risks and

Figure 6: Linkages betweedzNJ { 4 NI §S3A 0O hoa2SOGA@BSa
Nations Sustainable Development Goals 2030

PerformanceAudit Unit (PAU)

The Year in Review

Ly

Hnmy X ¢S 02y GAydzsSR

G2

rolling Performance Audit plan for 202821. In an effort to strengthen the capacity of our teams, we continued our
use of targeted training, coaching and mentoring, which improved the quality of our fieldwork and pardé /e

also considered the concerns and feedback from als@keholders t@nsure that our audits remained timely and
relevant. Through our audits, we sought to promote greater transparency and scrutiny of the operations of public

bodiesand to assist Parliament and stakeholders to hold public bodies accountable.

We also continued our

preparation of briefing reports (Prompts), which summeatrikey findings and verifiedhere possible, the responses
from the related public body to assist the Rah\ccounts Committee (PAC) in its assessments of the issues raised by

the respective audits.

OurAchievements

We broadened our audit

coverage

We delivered two cross
cutting audits

We strengthened our
technical capacity
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Our Challenges

Timingconflicts in
accessina entities

Performance Audit Reports

Delays in providing
requested information

Manual databases at sorr
audited entities

~N

Section 2:
Providing Assurance

In 2018, our performanceaudits continuedto focus on the governancepracticesand systemsat Government
Ministries, Departmentsand AgenciegMDASs)in order to determine efficiency,effectivenessaand economyin the
managemenbf scarcefinancialresourcesTheseaudits in keepingwith the! dzD Bhte@yearrollingthematicaudit
planfor 20182021, soughtto provide assuranceo Parliamentandthe publicthat the country receivedvaluefor
money.We alsoassessewhetherthe performanceof theseentitieswasin accorgncewith the PBMAand FAAActs,
Governmentcirculars and guidelines,as well as the Governn$ y (iQ@rporate GovernanceFramework,while
consideringhe alignmentofthe S y (i Astiate§icar@operationalplanswith Vision2030NationalDevelopmenPlan
(NDP@andthe UNSustainabl®evelopmenGoalgSDGS).

ECONOMI keeping

the resources costs
low. The resources
used should be
available in due time,
in appropriate quality
and quantity and at
the best price.

EFFICIENGSYgetting
the most from available
resources. It is
concerned with the
relationship between
resources employed,
conditions given and

resultsachievedn
terms of quality,
quantity and timing of
outputs and outcomes.

N

EFFECTIVENESS
meeting the objectives
set. It is concerned with

attaining the specific

aims or objectives
and/orachieving the

intended results.

We continuedto selectaudit topics usinga risk-basedapproach while remainingresponsiveo the concernsof our
stakeholdersOur auditsin 2018 coveredgovernancepractices procurementand contracts,project management,
communicatiorservicestertiary-levelfundingandgovernancearrangementgor the publiceducationsystemaswell
asWl Y I prépar€daesso implementthe SDGs.
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Tosupportour goalof continualimprovementin the quality of our output, we:

1 Continued to reinforce the technical capacity of staff in the performanzit methodology through

coaching and mentoring, exposure to best practices and reliance on the updated audit manual
 ConductedmidJ2 Ay i NBGASEE F2NIJ Fff 2dzNJ FdzZRAGAa 6KSNBoe SI C
only provided a medium for recording the key issues identified, but also enabled an assessment of the
sufficiency of information collected from the fieldrk. This also assisted in the early detection of
weaknesses to facilitate timely corrective actmd highquality reports.

Quantity

Our Performanceaudit plan for 201819 identified six audits however,two unplannedaudits brought the total

numberof auditsto eight. Of note, we conductedthree crosscutting auditsduringthe reviewperiod. Of these,the

auditof WI Y | Prédar@dnesfor Implementationof the SDGsndthe unplannedauditof Wi Y | n€ditutidral
Frameworkor FightingCorruptionrepresentedW!| Y I paditig@tionin the InternationalOrganizatiorof Supreme
AuditInstitution ¢ InternationalDevelopmentnitiative INTOSAIDI)CooperativePerformancedudits. Theaudit of

Petrojam,however,necessitatedhe redirectionof audit staff and the extensionof the deadlinesfor completionof

three audits.

Audit Coverage

AuditTopic AuditPlan Status DateTabled Deadline Comments
Deliveryof PublicPostalServicesn | 201819 Completed April2018 Met Vision2030/ SDGnotivated
Jamaica
WI Y I A OPréparedness for | 201719 Completed Septembe018 | Met Crosscutting INTOSAIDIaudit
implementationof the SDGs
Student Loans Bureau (SLB)Loan| 201819 Completed SeptembeR018 | Met
Management
Comprehensivauditof Petrojam Unplanned Completed December 2018 Part of Joint Petrojam/PC.
audit.
Managemenbf the SpeciaEarly 201819 Draft Report Not Met Final report delayed due nen
RetirementProgrammgSERP) prepared receipt of requested
documentation.
JCF/Ministryf Education 201819 Audit Fieldwork Not Met Crosscutting  audit;  staff
Completed redirected to  expanded
Petrojamaudit. Audit report to
be completedQ1of 2019.
UrbanDevelopmentCorp.(UDC) 201718 Preliminary Not Met Followup audit; staff
Draft report redirected to expanded
prepared. Petrojamaudit. UDCreport to
be completedQ21of 2019.
WI Y I Algstitu@iénal Framework| Unplanned Finalgation of Not Met Crosscutting INTOSAIDI
for FightingCorruption Report in audit. Delayed due to
progress involvementof team members
in the Petrojam/PCJudit. To
be completedQ21of 2019.
Table6
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Our Findings

We foundthat weaknessem governanceracticesjnadequateplanningand monitoring delaysin the executionof
contractsand projects,aswell as cost overrunscontinuedto underminethe efficiencyand effectivenesof some
MDAsanddeniedthe receiptof valuefor money(VFM)Seereportson AuditorD S y' S Népért@eéntvebsite.

Performance Audits

O P N W b 00 O N @

2018/19 2017/18

m Outturn Target ®=In Progress m Tabled © Unplanned

Delivery of Public Postal Service in Jamaica

The Postand Telecommunication®epartment(PTD)providespublic
mail servicesislandwide. In 2000, the Governmentof JamaicaGoJ
establishedthe PostalCorporationof Jamaica(PCOJ)as a transition
companyto spearheadhe modernzationandcommercializatioof the
PTDOurauditfoundthat the PCOdvasslowin implementinginitiatives

to modernize and commercializethe public postal service. This
contributed to a fall in mail volumesand revenue over the period
20122013to 20162017 whilet ¢ Safrdualexpenditureremainedthe
same,averagings2 billion. We found that the delayby the Ministry of ScienceEnergyand¢ S O K y 2(MSET)R Q &
finalizingthe PostalServiceBillfor debateand approvalof the new PostalServiceAct by Parliamenimpededt / h WQ a
flexibilityto innovateandrationalizethe publicpostalservicein resporseto the demandsof customersfor fastand
efficientmail service.Basedon the deficienciesdentified,the Auditor Generarecommendedhat for sustainability,
PCO3houldassesshe maincostdriverswith aviewto rationalizeandfocuson areaswherethe PTDhascompetitive
advantage.Further, MSETmustfinalize the PostalServiceBillin order to strategicallyalignthe mail serviceindustry

to the Vision2030o0bjectiveof promotingcrossbordertrade.

Our audit sought to assessPost and
Telecommunication®epartment (PTD)
progress towards modernizing and
commercializinghe publicpostalservice
through the Postal Corporation of
Jamaica(PCOJ)as mandated by the
Governmentof Jamaican 2000.
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Ouraudit soughtto determinethe extentto
which actions implemented by the
Government were adequate to support
WI Y | prépared@iesdor implementation
of the Sustainable Development Goals
(SDGs)Theaudit soughtto assessvhether
institutional monitoring and reporting
mechanismsverein place.

institutionalstrengthenings requiredfor the MDAsto producedatanecessaryo monitor SDQerformance STATIN

Section 2:

Providing Assurance

WEYFAOFQa t NBLI NBRyS&a F2NJ AYLX SYSy i

Jamaic® adoption of the SustainabldDevelopmentGoals(SDGsjn
2015reinforcedthe O 2 dzy” Gonitn@ntto the goalsof its Vision
2030 National DevelopmentPlan (NDP) developedin 2009. An
assessmenbf the national planning documents using the Rapid
IntegratedAssessmennethodologydevelopedythe UnitedNations
DevelopmenfProgrammgUNDP)revealedan alignmentof 91.3per
cent with the SDGsOur audit found that Jamaicamade notable
progressdn buildingpublicawarenesgnddevelopinghe institutional
frameworks towards implementation of the SDGs. However,

indicatedthat it could not measurel115 of the 234 applicableindicatorsasno data wasavailable We alsosawno
evidenceof amediumto longterm planto fund the priority projectsoutlinedin SDGRoadmapTheAuditor General
recommendedhat Cabinetshoulddelegateoverarchingresponsibilityfor coordinatingthe implementationof the

SDG4o a specificentity and identify clear i
Committeein collaboratiorwith MoOFPS&ndM

nes of accountability.Further, the National2030 AgendaOversight
DAsresponsibldor priority projectsshouldguidethe developmentbf

a comprehensivdundingstrategyfor the preparednessndimplementationof the SDGsOf note, the audit report

was presented at the SupremeAudit Instit
Institutionsto the SustainabldevelopmenG
July2018.

The audit soughtto assesswhether { [ .
collection and enforcement activities
contribute meaningfullyto the sustainability
of the Revolvind.oanFundandto determine
the adequacy of oversight and loan
monitoring mechanisms to reduce
delinquency.

utions{ G I 1 S K Méet§ OhEaQ 2 v ( NJob Sigirém@Aldit
oalsé { 5 haldlatthe United NationsHeadquartersn New Yorkin

{GdzRSY(&Q [2Fy . dNBrdz 6{[.0 [2}Y

The{ { dzR SoanBar€au(SLBplaysa vital role in providingaccess
to tertiary educationfor eligibk Jamaicansvho are unableto cover
the costof tuition at approvedinstitutionsin JamaicaWe found that
SLBapproved 96 per cent of applicantsfor the four-year period
20122013 to 20162017, in accordancewith its mandateto provide
affordable financirg to students pursuing tertiary education. SLB
disburseduition loanstotalling$17.02billionoverthe five-yearperiod
20122013 to 20172018, whereas non-performing loans (NPLSs)

stoodat $11.3billionasat Februar2018,relativeto $1 billionasat March2013.Growthin NPLsandthe write-off of
uncollectibleloanstotalling $2.5billion adverselyimpacted{ [ .liquidity position.ConsequentlySLBEhadto rely on

GoJsubsidywhichroseto 91 per centor $3.1

billionin 20162017 from 13 per centor $0.4billionin 20122013 to

supportthe funding of tuition loans.Additionally,the MoFPSapprovedwithdrawal of $1.3 billion from { [ .sé}¥a
insurancefund, which assistedoan funding. The Auditor Generalrecommendedhat SLBreviewits loan collection

andenforcementstrategieso reduceloandel

inquencySLBshouldimplementarobustloanmanagemensystemto

enablethe timely finalization of loanreceivablesandsolicita 2 C tsypgbrtto developa roadmapfor achievinghe
longterm sustainabldunding of tertiary education.

Our audit of the Transport Authority
Regulation of Public PassengerVehicles
soughtto determinethe ¢ ! &ff@ctiveness
in reducing illegal activities in the
transportation sector. This audit was
conducted against the backgroumd of
concernsand complaintsfrom stakeholders
regarding the effective use of public
resourcesn the sector.

Transport Authority (TAQ Regulation of Public Passenger Vehicles

(PPVs)

We found that despiteincreasinghe numberof inspectorsandthe

increasedissuanceof summonsesthe TAfailed to deter habitual
breacheshy licensedPPVandillegaloperators. Onlysevenper cent
of total summonsesssuedwereto illegaloperatorsdespte the fact

that the ¢ ! QMata suggested that illegal taxis significantly
outnumberedlicensedaxisin Kingstorand StAndrew.At the same
time, we noted a declinein the numberof new licencesssuedand

an increase in the number of licences surrendered between
20122013 and 20162017. Althoughthe TA providedchannelsfor

stakeholdergo registertheir complaintsand concerns, TAdid not
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documentthe proceduredo ensureaconsistenapproachinitsresponseTheTApurchasednajorassetsvithout
adequatedue diligence which contributedto lossesof $141millionin 20162017. However,the absenceof along
term strategy for its operations contributed to the ¢ ! @érsened financial position. The Auditor General
recommendedhat the TAdevisesustanable strategiesto discouragsllegalactivitiesamongtransportoperators.
Furtherthe ¢ ! $€drategicdirectioncouldbenefitfrom the proposeddevelopmengplanfor the publictransportsector
whichwill requirefasttracking Thisis in the contextwhere there are only 13 yearsremainingto achievethe goalto
developaworld-classpublictransportationsystemunderVision2030NationalDevelopmenPlan(NDP).

Comprehensivéudit of Petrojam Lim#d

The audit identified weaknessesin the governance and
monitoring framework as well as deficienciesin Petrojam's
procurement and contracts management practices. The
deficienciesin the established oversight mechanismswere
demonstratedby the failure of the Boardof Directorsandits sub-
committeesto conveneregularmeetings,which impairedtheir
ability to undertake strategic management and oversight
responsibilities and would have curtailed its oversight
responsibilities and reporting requirements to Parliament.
Againsthis backgroundthere wasa systemidreakdownin resourcemanagemenpracticeswhichresultedin total
financialexposire of $737.8millionon four contracts.Breache®f D 2 \W@@éurementGuidelinesn the selectionand
awardof contracts poor planningandexecutionf projectsaswellasbadbusinesslecisiondedto significantdelays
in the commencemenaindcompletbn of projects,thusdeprivingthe entity of valuefor money.

The audit was conducted in responseto
public concerns and allegations of
malpractices The audit soughtto assess
whether the operational activities,
governanceand monitoring framework at
Petrojam accorded with the principles of
good financial management and GOJ
Guidelinesto attain valuefor money.

Quality

Weplannedandconductedour auditsin accordancevith governmenQ auditingstandardsapplicableo performance
auditsandissuedby the InternationalOrganizatiorof SupremeAudit Institutions(INTOSAI)The QualityAssurance

Unit reviewedthree audit reportsto ensureconformancewith the PerformanceAudit StandardgISSAB000;3100)

andthe ! dzD Ssttategicand operationalplans. We conductedour auditsin accordancewith the Deg- NI YSy (1 Q&
QualityAssurancé&rameworkand InternationalStandardon QualityControl(ISQQ.).

We continuedto rely on feedbackirom Parliamentand other stakeholdersncludingthe mediaand civil societyto
guideour selectionandto assesshe impactof our audits.Oncetabledin Parliamentwe sharedthe full auditreports,
powerpoint presentationand brief abstractson our website.We also continuedto monitor feedbackon tabled
reports.

Timeliness

We completedapproximately60 per cent of our performanceauditsscheduledfor 2018within the specifiedtime.
However the inclusionof the unplannedP CJ/Petrojaraudit, inabilityof someentitiesto accommodateur teamfor
fieldworkat the requestedtime anddelaysin their completionof FY20172018financialstatementsvereamongthe
factorsthat adversehaffectedour abilityto meetdeadlinesConsequentlythe completiondatefor three of our audits
havebeenextendedto the first quarterof the year2019.

Looking Forward

The PerformanceAudis planned for 20192020 were selected using the thematic approach and riskbased
methodologyandincludetwo crosscutting audits.Ourauditsseekto contributeto the achievemenbf efficientand
effective public financialmanagementand will coverfive sectorsand the related SustainableDevelopmentGoals
(SDGs).
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Sector SDG Vision2030NDP
EducatiorandYouth | SDG!: Ensurénclusiveandequitable| NationalOutcome2:
quality education and promote | World-Clas€Education
lifelonglearningopportunities. andTraining
Finance SDG8: Decent work & economic| NationalOutcome7:

A StableMacro-economy

Commerce Industry| SDG 9: Industry, innovation and| NationalOutcomel2:
andTechnology infrastructure. Internationally
Competitivelndustry
Structures
Healthand Welfare SDG 3: Ensure healthy lives and | National Outcome 1:
promotewell-beingfor allat allages.| A Healthy and Stable Population
Natural Resourcg SDG 13: Take urgent action to | National Outcome 1:
Management combat climate change and its | A Healthy and Stable

Population

Economic Assessment Unit (EAU)

The Year in Review

For 2018, he Economic Assessment UiiAUYeviewed the Fiscal Policy Paper (FPRPOE¥ 2019 and FPP Interim Repc
FY20182019 in keeping with the requirements of the FAA Act. We submitted these reviews to Parliament on Febr
2018 and on October 10, 2018, respectively within the specified deadline.

The EAU also produced financial statement assessments (FSA) of twdpdiels during 2018. We submitted one FS/
Parliament as an independent report in October 2018 while the other formed part of a comprehensive audit report st
in December 2018. Throughout the year, the Unit prepared internal fiscal reports arairécdulletins to support its revie
of the FPRindto inform the general staff on fiscal poli@tated issues. The staff of thiit continued to access online trainir
in fiscal policy analysis and debt sustainability as well asofdaee trainingoffered by the IMF, which augmented-tive-job
training and coaching that enabled improvement in the quality of our output.

Our Achievements

We met the deadlines for tabling

two FPP reviews

We completed two public bodies

financial statements analyses.

Table7

We improved the quality of our
tabled reports.
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Our Challenges

Delaysin the provisiorof )
required support
information from public
bodies )

N

Delays in responses from
entities to draft reports

Unavailability of required
financial statements from
selected public bodies

The Year Ahead

wWe will review 2
Fiscal Policy
Papers (FPP) & 1
Public Private
partnership

(PA)
(PPP)

FPP and PP

FSA & PA

Stakeholders

e will continue
to inform
Parliament and
the public of the
fiscal risks

Ve will conduct 2
financial statements
analyses (FSA) and 1

Performance Audit

WNe will seek to
deliver relevant and
timely reports.

Economic Assessments

The Economic Assessment Unit (EAU) assists the Auditor General in fulfilling her responsibilities described in th
Administration and Audit (FAA) Act and the Constitution. Accordingly, we reviewed two fiscal policy papers, conducte:
of the financial statements of two public bodies, prepared and circuiatechal quarterly economicreports (IQER) an
bulletins as well as continued our tracking of the fiscal responsibility framework. These activities were undertakert ii
2F GKS 1 dzZRAG2NI DSYSNI f Qa NBalLRyaioAfAidarsSa
responsibility framework were reflected in the FPP reviews that were submitted to Parliament. Of note, public bc
required to demonstrate prudent financial management of public resources in the context of the Fiscal Respi

Framework.

Section 2:
Providing Assurance
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Date Tabled Deadline Comments

Reports Submitted to Parliament

Fiscal Policy PapEr20172018 February 2018 Met Within the period specified by tf
FAA Act

Financial Statement Analysis of Houg October 2018 Not Met Audited FY2017/2018 financial

Agency of Jamaica statements from entity delayed.

Analytical Review of Jamaica Urban Tra Extended Delayed by unplanned FSA 4

Company (JUTC) financial statements pricing review for Petrojam

FPP Midsear (Interim Repojt October 2018 Met Tabled witln two weeks after,
receipt of interim report from
MoFPS

Performance Audit of JUTC Extended Delayed by unplanned FSA 4
pricing review for Petrojam.

Lyrf2adaOol ¢ wS JA S g | December018 Unplanned reviews; part @

statements and Pricing comprehensive audit report.

Table 8
EAU Reports
7
6 —
6

5

4

3 4

5 3

1 2(12||2 21([2]|2

1 1|11 1((1
. B B
FPP & Interim IQER 18/19 Bulletins 18/19 FPP & InterimPPP AssessmeRtA Audit 17/18
18/19 17/18 17/18
ECompleted @Target @Tabled ©Not due
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The review of the FPP FY 2017/20:
tabled by the MoFPS on February
2017, sought to determine whether thi
conventions and assumption
underlying its preparation complied
with the principles of prudent fisca
management; whether the reason
given for the deviation of the fisce
outturn from target were reasonable
based on the circumstances.

Section 2:
Providing Assurance

Fiscal Policy PapéfPP)

The Auditor Generdbund that the preparation of the FRfPoadly complied
with the principles of prudent fiscal managemgdrawever, the report did not
fully explain some risks. These included the risk to tax revenue bas
increasing tax elasticity since 2122013 and coupled with the 50 per cel
probabilty that real GDP growth would turn out to be between 2.0 per ¢
and 3.0 per cent fothe FY 2018/2019. Further, the First Supplementar
Estimates for F2017/2018 included a loan of US$100 million to Petroj
Limited to assist the refinery in mitigatitige negative impact on its financir
arising from an Executive Order issued by the USA in respect of Vent
However, based on uncertainty regarding continuance of the Order, it w
be prudent to recognize the risk that could arise to the debt iBovernment

needs to borrow in order to provide further financial support to Petrojam.

Auditor General also recommended inclusion of tax arrears collectad/igis
number of taxpayera/hichcould have provided greater assurance of reasonablendbg akplanation for the higher tha
budgeted tax collections given that tax arrears collected are exceptionaffdit@vs from prior period, unrelated to currer
performance. Additionally, the Ministry should adhere to the FAA Act by comparing outtuthevoriginal budget insteau
of the revised budget, which inhibits proper assessment of fiscal performance.

Fiscal Policy Pap&fPRFY 20182019 Interim Report

The FPP FX018/2019 Interim Report broadly complied with the principles
prudent fiscal management although tieport did not quantify all risk
noted. However, the Auditor General found that the FPFOER/2019 Interim
Report did notagree with the FAA Act in terms of comparing the act
outcome of F2017/2018 to the original budget. Instead, the Report comgda
the actual outcome for F2017/2018 to the revised budget. The Audit
General indicated that because the FPP Interim Rep@®0E¥2019 would
have represented the first tabling of the actual outturn fo2BY¥7/2018, the

The Midyear (Interim) FPP Repo
tabled on September 25, 2018 w4
reviewed in accordance with th
I dzR A G 2 NJreB@nsibillids furtdlér
Section 122 of the Constitution d
Jamaica and the requirements of th
FAA Act.

Report should have provided asaggregation of tax revenue (details

revenue) and detailed explanations for material variances from original bi
in order to assess reasonableness of explanations for deviations. F3uk®018, the Report highlighted the contributi
of increased withholding tax flows from private sources to the positive performaieeoime & Profitbut did not clarify the
source. In addition, stronger than budgeted GCT collectiensascribed to 13 consecutive quarters of economic growth
the AuditorGeneral pointed out that a comparison of growth across quarters would not explain greater than budge
receipts as the budget would have incorporated the higher groWik. Auditor Generalrged the Ministry to address th
deficiency regarding comatice with the FAA Act by making the correct comparison when analysing fiscal performant
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Financial Statements Analysis: Housing Agency of Ja(ir&ida

A financial statement analysis of t The Housing Agency of JamaiélAD)aet profits in FY2016/2017 and FY
Housing Agency of Jamaica w 2017/2018 were due in part to the sale of previously stalled properties
undertaken to assist Parliamentandtff A YLI AN Syl NBO2OSNEBE® ¢KAA F2ff20!
Public Accounts Committee (PAC) profit margin of 0.46 for FX017/2018 relative to 0.06 for R2012/2013 means
their review of the financial thatthe HAJ earned 46 cents in profit for every one dollar of income rece
performance of public bodies in th for FY2017/2018 relative to a mere 6 cents for B§12/2013. This contrast:
context of the Fiscal Responsibili with net Iossgs of $2.31 for. every one doIIar. of income received fc
Framework. The Public  Bodies 20152016. G|vepthe de!ayg in complgtlng proyacts apd weak sales,
Management and Accountabili continually experienced liquidity constraint® alleviate this problenthe HAJ
) X " sold lands totalling $365.2 million to help fund loan repayments, depletin
(PBMA) Act requires public entities | 001 of Jands available fdrousing development. HAJ also secured
demonstrate prudent  financial  oyerdraft facility of $150 million to meet its demand for cash but I:
management of public resources. converted the facility to a lorgrm loan as it was unable to repay the debt
the time agreed under the facility. HAJ failed to meetaitgdts related to

development projects over the review period and did not start or deliver

of the planned projects for P016/2017. Instead, to improve its cash positic
the entity took the strategic decision to focus on completing stalled or inetenptojects. Athe end of FY2017/2018, the
blFridA2ylFf | 2dZAAY3 ¢NUzaAd obl ¢0v KSEtR 2dzald 23SNI dgp dthe HAK
management should robustly assess the environment and devise appropriate strategiesedlafinancial viability of the
entity as well as the effective delivery of its mandate.

. Financial Statements AssessmdPg¢trojam

The analytical assessment of tl  petrojam recorded net profits, albeitith a declining trend for the last thre
financial statements of the Clarendgd  years following two consecutive years of losses. Net profit of US$18.59 mil
Alumina Production Limited (CAP) W  FY2017/2018 and US$34.98 million in B¥15/2016 were recordedollowing a
undertaken in the context of the Fisc{ net loss of US$13.53 million in EXY14/2015. Giventh &~ t S NRB 2|
Responsibiit Framework and thg margin declined during the profihaking years to 0.02 for 2017/2018 from
Public Bodies Management arl 0.04in F2015/2016, relative to a net loss margin-6f01 in F2014/2015. The
Accountability (PMBA) Act, whig net profit margin ratio for F2017/2018 indicated that Petrojam recorded
requires public entities tdo OSyua 2T LINEBFTAUaAa F2NJ SFOK R2ffl NJ
cash and cash equivalents covered only an average of 17 per cent of its ¢
liabilities over thdive-year period as cash generdtérom core operations wa
inadequate. Hence, in an effort to support working capital, Petrojam borrc

demonstrate prudent  financia
management of public resources.

US$35 million from the PetroCaribe Development Fund i2@Av/2015
augmented by a bank overdraft facility of J$101.5 million. Further, Petrojan201%/2016 converted dividends previous
RSOf FNBR G2 Ada YlI22NARGE &aKINBK2fRSNE t/ws G2 | f2
outstanding debt grew by 769.0 per cent to US$202.5 milliotheatend of FY 20172018 relatve to FY2013/2014.
| 2yaSlidsSyidtesr GKS tSiNR2IYQa 4RBndébtadh perkcehtage of otal@dsetsyr8sk she
t0 0.41 for F2017/2018 from only 0.04 for FX013/2014 (Figure 10). This indicated that it would requasources equivalen
G2 nm LISNI OSyid 2F tSGNR2lFYQa aasSaa G fourpedcentinthaearbeiperiod
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Internal Monthly Economic Reports and Bulletins

In 2018, due to the delays in availability of fiscal information, we disconti
our preparation of monthly reports in favour of quarterly reports. To date,
! i . have prepared four such reports. Our repohiswever, continued to focusn
extended issues, prior to receipt of th  fiscal performance and debt dynamics. Our analyses were supporte
FPP reports tabled in Parliament by t|  information garnered from the MoFR& well as from other primary dat
Ministry of Finance. sources. We also preparsikeconomic bulletins, which covered such areat
tax transparency, IMF reviews on Jamaica as well as the OECD comj
revenue performance in the Caribbean. These reports contributed to
understanding of the fiscal policy environment and other economic trends.

Our internal economic reports assist
our fiscal policy paper review b
enabling an exploration of reéd and

Quality

We conducted our reviews of the fiscal policy papers in accordance with the standards issued by The Int€mgtioration
of Supreme Audit Institution§INTOSAIaNnd the International Standard on Assurance Engagement (ISAE) 300
58I NIYSyi@iQa vdzr t AGe ! aadzNF yOS ' yvAld |fta2 NBOASHESR 2

Timeliness
We submitted our review of the FPPZ0E.8/2019 and Interim Reports within the specified deadline of two weeks afte
tabling ofthe Paper.

Looking Forward

We plan to submit to Parliament our review of two Fiscal Policy Papers (including the intesisanmeview), as well a
conduct two finanial statement assessments of sitfancing public bodies using a fisksed approach. We will also condt
one performance audit using the key issues identified by one of our financial stasemalysigo inform the scope. Base
on the timing of thdinalization ofinancialarrangements$or the Norman Manley publiprivate partnershipwe will undertake
an assessment for minimal contingent liability in accordance with the FAA Act. We will continue to conduct quarterl
of central government p&rmance to inform our review of the fiscal policy paper.

SpeciallnvestigationAudits

Section122 of the Jamaica&Constitutionrequiresthe Auditor Generato conductimpartialauditsof publicbodiesat

leastonceeveryyearand submitreports of findingsto ParliamentIn keepingwith Section25 of the FAAAct, the

AuditorGeneratommissionspecialnvestigationdasedon requestfrom membersof the publicandthe Parliament
and internal assessmentsOur special investigationsare conductedin accordancewith standardsissuedby the

International Organizationof SupremeAudit Institutions (INTOSAIljor performanceaudit, GoJlegislationsand

guidelinesaswell asbestpractices.

The Year in Review

Duringthe year,the Specialnvestigation$Jnit wasableto tablefive reports.Oneauditis currentlyundergoingquality
controlreviewandisexpectedo be submittedto Parliamentn the first quarterof 2019. Inaddition,wearecurrently
in dialogue with in aninternationalconsultantfor the facilitationof forensicauditingtraining. Duringthe period,all
five officers assignedto the Unit receivedon-the-job training, which included training sessionsan our monthly
meetingsto further enhane staff development.
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Inexecutingour speciainvestigatiorauditplan,we identifieda commontheme of poor governancepracticesand
weak resourcemanagementin the entities reviewed. Thesedeficiencieded to public expenditureexposureand
lossesaaossthe four Governmenentitiesthat we examinedTheresultsof our auditsarefor the mostpart published
and, as such,we expectthat the recommendationsnade in our audit reports will be adoptedto improve public
financialmanagementot only in the entitiesthat were audited, but alsothroughoutthe wider public sector.We
continuedto benefitfrom the trust andsupportof the publicandother stakeholdersvho providedvaluablefeedback
andraisedconcernsinfact,we noteda significantinflow of requestsfor speciainvestigationgrom our stakeholders.

Our Achievements

Five special investigation repo
were tabled during the 2018

One special investigation is
currently undergoing quality

One specidhvestigation report

will be tabled by March 2019.

calendar year control review

Apartfrom the five completedspecialinvestigationspne audit is currently undergoingguality control review and
anotherisaboutto commenceasdetailedin the table below.

AuditTopic Audit Status DateTabled Deadline Comments

Plan
Ministry of Labourand 2017 Completed Tabledin March Met
SocialSecurity, 208 2018
Rehabilitation
Programme
Ministry of Labourand 2017 Completed Tabledin March Met
SociaSecurityNational 2018 2018
Insurance~und
Petrojam Corporate 2018 Completed Tabledin Met
Governancéractices 2019 December018
PetroleumCorporation 2018  Completed Tabledin Met
of JamaicaCorporate 2019 December2018
Governancéractices
Officeof the Public 2018 Completed Tabledin Met
DefenderRelocatiorof 2019 December2018
the Officeof Public
Defender
Jamaic&ustoms 2018 InProgress Undergoing Not Met Delayedo support
AgencyPrivateBonded 2019 QualityAssurance PetrojamAudits
Warehouses Review
Tobe determined 2018 Notyet Justification

2019 started submittedand

awaitingapproval

Table9
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Our Challenges

Expanded scope on specific spet
investigations

TheYear Ahead

We expectthat the investmentin training and additionalexperiencegainedthrough complexedauditsundertaken
will bearfruit in the yearsto come.Lookingaheadwe anticipateimprovementin the efficiencyof the audit process,
which will resultin more reports beingtabled for the 2019/2020period. We look forward to feedbackfrom our
stakeholdergor continuedimprovementin the quality of reports publishedwhile maintainingour relevance.

N\

. We plan to submit one special investigation report folitegoby March 2019

‘ We expect to complete five other audits up to December 2019
|
‘ We plan to table six special investigation reports for the 2019/2020 financial year

‘ We plan to conduct more followps and track the implementation of or recommendations

V4

AssuranceAudits

Financial Statements and Appropriation Accounts

Our assuranceservicesncludeaudits of financialstatementspreparedon an accrualbasis receiptsand payments
statementdfor publicbodiesaswellasinternationallyfundedprojects. TheQualityAssurancénitisalsoresponsible
for the auditof the annualAppropriationAccountof MDAs whichthey arerequiredby lawto submitby July31,four
monthsafter the end of the financialyear. Theaudit of these statementsis usuallycarriedout in conjunctionwith
complianceauditsto determinethe extentto whichMDASfollow rules,lawsandregulationspoliciesandestablished
codesor agreedupontermscontainedin contractsor fundingagreements.

Financialstatemens audits are undertakento expressan opinion on whether reasonableassurancehas been
obtained that the financial statementspresentedby managementare free from material misstatements,n all
materialrespectsandthat they are presentedin accordancevith the applicabldinancialreportingframework.

ThePublicBodiesManagementnd Acountability(PBMAACct, requiresthat the annualreport and auditedfinancial
statementsof PublicBodiesbe tabledannuallyin the Houseof Parliament.
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The Year in Review

We delivered on key strategic objectives of the Department in 2018 thtbagmplementation of70 per cent obur

audit plan at the time of writing this report. Our performance declined marginally over the previous financial year by
nine per cent. This was due primarily to the nsabmission of statements for audit and for certification. However,
severakentitieshave facilitated the completion of audits and should be commended for their efforts.

During the review perigdve encountered numrous challenges and some MDAs eifladed to submit annual
financial statements to the Department for audit or failed to do so in a timely maboesequently, the MDAs have
not submitted 343 statements for audit spanning the financial years 2001{8@217/2018. Of this amountl66
represents Appropriation Accounts with approximately $2,325,810,320 in Warrants authent{@gedAppendix)4

In the case athe nonrsubmission othe 2017/2018 AppropriatioAccounts, which reflect the item &ppropration-
In-Aic?, the MDAs have attributed this situation to tiinistry of Finance and the Public Ser@delay in effecting
the necessarpdjustments tdrinancial Management System (FinMarfacilitate thecompletion of the accounts.

MDAsalso failed to present the financial statemeims accordance with the appropriate
financialreportingframework, which resulted in significant audit adjustmeftsther, audit schedules to support the
amounts stated on the financial statements weradequately prepared iseverainstances.

Auditedfinancialstatementsindicateto stakeholderghat the publicfinancialmanagemensystemis more reliable

and enablestakeholderd¢o makesounddecisionslt hasbeenwell documentedthat there are seeral Ministries,
DepartmentsaandAgencieshat haveunauditedfinancialstatementswhichlimitsthe accountabilityandtransparency
within the publicfinancialmanagementandscapeln order to addressthe backlog,we deviseda strategyto clear
these unaudited financial statements. Therefore,we have embarkedon an audit outsourcingproject to clear
approximately163 financial statements of Statutory Bodies, ExecutiveAgenciesand Municipal Authorities. In

collaborationwith the Ministry of Financeand the PublicServiceand the World Bank,funds have beenidentified

underthe Strategid?ublicSector TransformatiorProject(SPSTPio financethe project. TheMinistry of Financeand

the Public Service(MoFPS)and AuGDhave since signed a Memorandum of Undeistandingto formalize the

arrangementThisexercisewill enablethe AuGDto directauditresourcedo maintainits currentstockof auditsand

prevent a situation emerging where the backlogincreasesbecausecurrent audits could not be undertaken.
Additionally, AuGDstaff will alsobe ableto focuson clearingthe backlogof AppropriationAccountswhich number

approximateh212 statements.

OurAchievements

\. We executed 70 per cent of 239 planned audits for financial statements and appro@Gibomts.

\
‘ We cleared 20 per cent of the backlog of financial statements audits of previous years.

We issued 74 audit certificates during the year.

2 Refers toany revenue which a department collects in the ordinary course of business which have been approved by Parliament tbybe used
the department.
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Our Challenges

Delay in the completion of audits arising from some entities failing to review &

The Year Ahead

‘ We intend to certify at least 63 financial audits and 60 Appropriation Accounts in 2019.

\
We intend toimplement measures to reduce the level of worprogress and improve the rate of
certification of financial statements and appropriation accounts.

‘ We intend to conduct more compliance audits and track implementation of audit recommendatis

/

We inend to improve stakeholder participation and feedback on our audits through interactive linkg
survey tools.

The Financial statements that we audit comprise Parish Councils, Statutory Bodies, Executive Agencies, Parish
Libraries, the Parochial RewenFund, Internationally Funded Projects and Appropriation Accounts.

For the calendar year 2018, @@r centor 168 of the 239 planned audits of financial statements and Appropriation
Accounts were executed. Of the 168 executed audits, 74 audit ceetifie@tre issued. There are 265 statements that
are workin-progress (WIRYf which we have returned 115 to MDAs for the correction of errorsoamdsubmission

for certification.

Of the 265 statements that are weitk-progress, 53 relate to Statutory @es, Parish Councils and Executive Agencies

(seeAppendix3). We anticipate that 5@er centof the WIP will be certified within the first two quarters of 2019.
Further details are outlined in trebarts below.
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Table showing planned vs executed

300

225

150

75
0 I [ ]

Total Planned Audits Executed Audits Not received
Proportion of executed audits certified
213
168

170

128

85

43

0

Executed Audits Certified
Total Audits

Breakdown of

Executed for 2018 Work in Progress

= Financial Statements
= Appropriation Account

= WIP 2018 = Certified
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Quality

Assurancauditswere conductedin accordancevith auditingstandardsssuedby INTOSAThesestandardsequire

that the Auditor Generalcomply with ethical requirements,plan and perform the audits to obtain reasonable
assuranceabout whether the financialstatementsare free from material misstatementsIn accordancewith the

5 S LJ NI QuéliyyAisQuancé&rameworkandInternationalStardardson QualityControl(ISQQ), internalreviews
were conductedby the TeamLeaders Audit PrincipalsDeputyAuditorsGenerabndthe Auditor General.

Forthe comingyear, independentsurveyswill be conductedby the CorporateServiceDepartmentto get feedback
from the auditedentitieson our audit processand conductof the auditteams.

Compliance Audits

The Year in Review

For the 2018 calendar year, the®D conducté Compliance Audits in accordancd i K L ICdnip{ahce Audit
guideline (ISSAI 4000). The audits aimed to determine whether MDAs complied with various regulatory instruments.
The criteria used for the audits were promulgated through the FAA AdsdRelgulations and Instructions, the PBMA

Act, the Staff Orders for the Public Service, Government of Jaradecifculars and guidelines, entigpecific
legislation and agreedpon terms. We also included international and operational financiapbesices.

The general findings from the audits revealed weaknesses in management oversight, internal control, financial
management and accounting practices of MDAs. Contributing to these weaknesdbs fadsre of the MDAs to

comply with standard opeting proceduresThe key findings of the compliance audits were reported to Heads of
MDAs and are included on pades78 of this report.

OurAchievements

Twenty (20) of the
planned audits were
rescheduled and two

were changed to
performance audits

We planned 89
compliance audits for

We conducted 67 (75 pd

i - We have 1 its in
cent) audits and issued e have 18 audits

progress to be finalized

the period 49 (73 per cent) reports
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Our Challenges

The Year Ahead

G

We intend to issue 20 completion audit reports in FY 2019/2020.

\

We also intend to table three compliance audit reports in keeping with our thematic approach.

Our audit coverage for the 2019/2020 year should be improved with increased communication with aug
well as the implementation of strategies from tragpinitiatives. The communication is intended to impro
the quality and timeline of submission of information for audit.

[

We intend to timely track implementation of audit recommendations.

Quality

All our complianceauditswere conductedusinga risk-basedapproach whichrequiresus to understandthe entity,
its environmentand operations,assesghe risk of non-complianceand then allocateaudit resourceso the riskier
areasasappropriate Allcomplianceauditswere subjectto multiple levelsof internalqualityreviews.
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Section 2:
Providing Assurance

Municipal Corporations
Duringthe year,we managedto clear 18 (53 per cent) of the 34 statements With an additional 11 statements
submittedduringthe year,the currentarrearsstandat 27 statements.

Disclaimer of Opinion on Municipal Corptions Financial Statements

Ofthe 18 statementscertified, a disclaimemwasissuedfor 11 statementsdueto the fact that there wasa limitation

in the scopeto audit these statements resulting from unsupported revenueand expenditureof $4.38 and

$4.41billion, respectivelyWherethe Councilglid not presentthe generalledger trial balance supportingschedules
and sourcerecords a disclaimerwas also issued.Where the limitation of our scopeis material and pervasive
to the statements,this will result in the issuanceof a Disclaimerof Opinion,asissuedin the 11 instanceswhen

certifyingthe MunicipalCorporationd=inanciaBbtatementgTablel0).

Tablel0 - Disclaimeissuedfor MunicipalCorporationd-inanciaStatements

Municipal Financialrear AuditReport UnsupportedRevenue Unsupported
Corporation Expenditure
Westmoreland 2005/06 Disclaimer 170,413,347 167,594,865
Westmoreland 2006/07 Disclaimer 181,776,996 180,203,922
Westmoreland 2007/08 Disclaimer 197,099,739 199,782,200
Westmoreland 2008/09 Disclaimer 247,253,533 238,416,737
Westmoreland 2009/10 Disclaimer 339,990,985 347,948,005
Westmoreland 2010/11 Disclaimer 318,326,224 318,120,861
Westmoreland 2011/12 Disclaimer 356,660,857 358,280,658
Westmoreland 2012/13 Disclaimer 518,779,635 507,867,286
Clarendon 2008/09 Disclaimer 524,904,154 540,597,985
Clarendon 2009/10 Disclaimer 607,584,504 598,841,838
St.Catherine 2008/09 Disclaimer 924,747,228 952,712,583
TOTAL 4,387,537,202 4,410,366,940

SourceAuGM éompilationof MunicipalCorporationglisclaimeropinions.

Challenges aniitigating Strategies for 2018

We continueto face challengesn auditingthe dated recordsof the Municipal Corporationswith no supporting
schedulesor sourcerecordsin someinstances Somestatementswere alsonot balancedand the challengesvere
compoundedy the fact that the capacitywithin the Councilavaslacking.
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Section 2:
Providing Assurance

Ourstaffis committedto continueforgingan effectiveworkingrelationshipto strengthenthe accountabilityand
transparencymechanisnwithin the MunicipalCorporationsandincreasehe efficiencyof our audits.Additionallywe
reducedour travellingexpenditureby requestingthat majority of the sourcedocumentationbe forwardedto our
office,therefore, reducingthe time spentout in the field.

Information Technology Audits

The Year in Review

Giventhe D 2 @ S NJ/ depeyiderizé@n InformationandCommunicationFechnologylCT}o enhancethe efficiency
andeffectivenes®f the publicservice InformationTechnologyAuditshavebeenstandardzed within the operations
of the Department. Theseauditsare executedto:

1 Assessthe adequacy and effectiveness ofrtfeemation system controls within the Ministries, Departments
and Agencies (MDAS)

1 Determine whether IT resources and risks are appropriately managed to ensure the delivery of value as well
Fa GKS O2yFARSYOGAFItAGEET AyGSaINRGE YR FQ@FAtFoOATAGSR
strategic objectives.
Accordinglythe capacityof the AuG® Eformation TechnologyAudit Unit (ITAUWwasenhancedhrougha training
programmeconductedin the latter part of the 2016/2017FY. A major componentof the programmerequiredthe
executionof sixpilot auditsaswell asthe developmenbf a detailedriskbased Tauditmanual. Asat November30,
2018, three of the sixpilot audit reportswere tabled, with the remainingauditsscheduledor tablingby December
31,2018

Fouradditionalauditswere plannedand executedutilizing the ITauditmanual. Theseauditsare at variousstagesof
completionand are expectedto be submittedfor tablingasillustratedin the table below. Oneauditwas however
suspendediueto delaysin obtainingthe relevantrecordsfrom the auditee.

AuditTopic AuditPlan Status Date Deadline Comments
Tabled
InformationSystemd&ReviewReport | 2016/2017 Completed January | NotMet
of the TaxAdministrationJamaica 2018
(TAJpnits ITGovernancand
Busines€£ontinuityManagement
InformationTechnologyudit 2016/2017 Completed May2018 | NotMet
Reporton the Managemenbf IT
Securityof SelectPublicBodies
(RGD& JUTC)
InformationTechnologyAudit 2016/2017 Completed N/A Not Met Reportbeingfinalized
Reporton ITGovernanc€JCFJISS. for submissiorio
MoFPS) Parliamenby
Decembe31,2018

Ministry of SciencefEnergyand 2017/2018 Completed N/A Not Met Reportbeingfinalized
Technolog§MSET)Disposabf ICT for submissiorio
Equipmeni{MSERndiwo of its Parliamenby
agencies; ev Jamaicd.imited Decembef31,2018.
andPost& Telecommunications
Department)
JamaicZustomsAgency(JCA), 2017/2018 In ProgressDraft N/A Not Met Reportbeingfinalized
Busines€£ontinuityManagement Reportbeing for tablingby March
andITDisasteiRecovery prepared 31,2019.
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PassportmmigrationandCitizen 2017/2018 In ProgressDraft N/A Not Met Reportbeingfinalized
Agency|nformationSecurity Reportbeing for tablingby March
managementndrelatedcontrols. prepared 31,2019.
Jamaica.ibraryService(JLSKT 2018/2019 In ProgressDraft N/A Not Met Reportbeingfinalized
ProjectManagement Reportbeing for tablingby March
prepared 31,20109.
Ministryof LocalGovernmenaind | 20182019 Suspended N/A N/A Auditresources
CommunityDevelopment, reallocatedo high
ApplicationManagementind Data priority audits.
AutomationSoftware(AMANDA)

Tablell

Our Achievements
Overthe periodDecemberl, 2017to November30, 2018,the InformationTechnologyAudit Unit hasachievedhe

following:

We commenced the gathering
data on the informtion systemg
used within the GoJ with the

Wetabled three pilot audit
reports, while three are

We completed fieldwork for
three audits and intend to dra

the respective reports for tablin . : :
by March 31, 2019. view of developing an IT Audi

universe.

scheduled for tabling by
December 2018.

Our Challenges

Reallocation of resource
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Providing Assurance

The Year Ahead

S
‘ We plan to conduct three special IT audits in 2019/2020.
\\
‘ We plan to increase the use of Compuiessisted Audit Techniques (CAATS).

I
. We intend to further increase staff capacity through internal and/or externalrginitiatives.

J
‘ We intend to make our request for records and data access in advance in order to reduce delays
Ve completing the audits
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3.1.1In keeping with the five themes included in our Thematic Frame2@d the audit reports have been
categoriseds follows:

Governance

WIhereis a need for greater oversight and monitoring of Governmentprogrammesand
activties to ensure transparencyand accountabilityin the use of public resources The
componentalso takes into considerationproper planning and performance manageemnt
within governmententities.

Project Management

oIwo major themes were noted for special attention - planning & evaluation and
implementation& monitoring basedon the intrinsic weaknessesvhich havebeenidentified
in auditsconductedoverthe lastfive years

Resource Management

uResourcesinclude money, human skills, information and communicationstechnology,
natural, productionandinventory. Variouscontrol elementshavebeenimplementedby the
GoJto monitor and manage these resources, however, administrative, financial and
operational managementnefficiencieshave been common deficiencesidentified in audits
conductedin the lastfive years

Procurement and Contracts Management

oA commonweaknesdound wasthat the procurementprocessthough clearlydocumentd
wasnhot alwaysfair, transparentand opento competition

Information & Communication Technology

wr'he weaknessesidentified under this theme were Information System Acquisition &
Implementation, Information Security, Business Continuity and IT Disaster Recovery
PlanningECommerceand Third PartyServiceManagement
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Head 04000: Office of the
Contractor General

Governance| Project

Resource

Procurement

Management Management and Contract

Management

Head 06000: Office of the
Services Commission

Head 15000: Office of the
Prime Minister

Head 15000: Office of the
Prime Ministeig Energy
Security and Efficiency
Enhancement Project
IBRD Loan No. 80

Head 15000B: Office of th¢
Prime Minister, Jamaica
Social Investment Fund
(JSIFy Jamaica Disaster
Vulnerability Reduction
Project and the Jamaica
Integrated Community
Development Projects

Head 15000: Office of the
Prime Minister and Head
15020 Registrar Generals
Department

Head 16000: Office of the
Cabinet

Head 19000: Ministry of Jo
Creation and Economic
Growth, National
Environment and Planning
Agency Yallahs Hope Rive
Watershed Management
Areas

Head 19000: Ministry of
Economic Growth and Job
Creation; Head 19050
National Works Agency

10

Head 19000B: Ministry of

Economic Growth and Job
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Governance| Project Resource Procurement
Management Management and Contract

Management

CreationGoJIBRD Grant
Agreement No. TFOAO433
PIOX, Improving Climate
Data & Information
Management Project
(ICDIMP)

11| Head 20000: Ministry of V
Finance and the Public
Sector

12| Head 20012:Jamaica \%
Customs Agency

13| Head 20056: Tax \%
Administration Jamaica
(TAJ)

14| Head 26000: Ministry of \%
National Security
2017/2018

15| Head 26000: Ministry of V
National Security
2016/2017

16| Head 26022: Police V
Department

17| Head 26024: Department 0 \%
Correctional Services

18| Head 28000: Ministry of V
Justice

19| Head 30000: Ministry of \%
Foreign Affairs and Foreign
Trade

20| Head 40000: Ministry of V
Labour and Social Security|
Canadian Farm and Factor
Workers Programme

21| Head 40000: Ministry of V Vv
Labour and Social Security|
(MLSS)
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Governance| Project Resource Procurement
Management Management and Contract

Management

22| Head 40000BMinistry of \% \%
Labour and Social Security,
Programme of
Advancement Through
Health and Education
(PATH) and Integrated
Social Protection and
Labour (SLP) Programme
Loan Contract No. 2889/0(
JA

23| Head 40000B: Ministry of \Y Y,
Labour and Social Security,
Programme of
Advancement Through
Health and Education
(PATH) Social Protection
Project (SPP) 2 Loan No.
8329JM

24| Head 40000B: Ministry of V
Labour and Social Security
Programme of
Advancement Through
Health and Education
(PATH), Jamaica Social an
Economic Inclusion of
Persons with Disabilities
Project Grant No. TF01425

25| Head 40000B: Ministry of Vv
Labour and Social Security
Programme of
Advancement Through
Health and Education
(PATH), Integrated Suppor
G2 WFYlIAOlIQa
Protection Strateg(SJSPS)
Project Loan Contract No.
3565/0CJA

26| Head 41000 Ministry of \%
Education, Youth and
Information, National
Council on Education
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Governance| Project Resource Procurement
Management Management and Contract

Management

27| Head 41000: Ministry of \%
Education, Youth and
Information, Early
Childhood Commission

28| Head 41000BMinistry of \%
Education, Youth and
Information, Early
Childhood Development
Project¢ GOJ/IBRD Loan
Agreement No. 83340M

29| Head 46000: Ministry of \%
Culture, Gender,
Entertainment and Sport

30| Head 50000B: Ministry of V
Industry, Commerce,
Agriculture and Fisheries:
Agricultural
Competitiveness
Programme

31| Head 50038: Companies \%
Office of Jamaica

32| Head 56000: Ministry of \%
Science Energy and
Technology (MSET)

33| Head 56039: Post and \Y
Telecommunications
Department
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Head04000: Office of the Contractor General
Issue/Concerns

Governance

3.2.1 The audit of the Office of the Contractor General revealed a generally satisfactory state oa&#&msnd
that the controls implemented by the Accounting Officer to safeguard the assets andthaspreper accounting
records are maintained were generally effective.

Head 06000: Office of the Services Commissions
Issue/Concerns

Governance

Outstanding Appropriation Accognt

322 ¢KS /2YYAaaArzyaQ ! OO2 dzyReduyeht AppfopriatiorSAddouRts far the findng
years 2012/2013 to 2017/20M8ithin the statutory deadline as required by the Financial AdministratidnAudit
(FAA) Act.This undermines good governance practices as stakeholders are denied relevant information
decisions and to hold the Accounting Officer accountable for the use of accumulated budgetary alloc
approximately $1.1 billioander his/her stewardship.

Outstanding Monthly Financial Statements

3.2.3 Up to the date of this report, the OSC had not submit monthly financial statements since March
required by the Financial Instructions. This was the subject of prexidiigeports and the OSC was remindec
GKS AYLRNIIFIYyOS 2F (KSasS adladSySyda G2 FLFLOAtAGHDG

3.2.4 The OSC has since indicated that a project team was established to bring the Acctaoxuiste@nd the
statements were prepared and are awaiting final review anddffgrefore they are submitted for audit. Howev
an anticipated timeline was not provided.

Head 15000: Office of the Prime Minister
Issue/Concerns

Governance

SalanOverpayment

3.2.6 The audit revealed th&PM overpaid four employees a total of $430,268.69 due to inadequate super
checks and a breakdown in the system of communication between its Human Resources and Accounts Dej
Management was encouraged ifmplementthe necessary steps to strgten its controls over the payment
salaries. The Ministry has since recovered a substantial portion of the overpaymethis antstandingamount
at the time of this report was $34,334.01.
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HEADL5000: Office of the Prime MinisterEnergy Security and Efficiency Enhancement Prej&RD Loan No.
8007-JM
Issue/Concerns

Project Management

3.2.7 The Energy Security and Efficiency Enhancement Project ended on October 31, 2017. Conseql
conducted a final audit of the project for the period April 1, 2017 to February 28, 2018. The audit revealed a
alGAaFHOG2NE adriS 2F I FFFIANBRI K26SOSNE GKS F2f

Project Achievements

3.2.8 Only three of the seven planned targets were achieved during the period under review. Additiong
project did not meet its reporting deadline because management did not submit the financial statements f
in a timely manner and thergject did not utilize approximately US$0.5 million of the available loan funds.

3.2.9 Management indicated that based on the developments in the energy sector one of the targets was
and completed. Another target was transferred from theguobijo an entity that was engaged in similar work w
one of the other targets not achieved was substantially completed with only minor works remaining. The r
deadline was not met because of delays encountered in the implementation of actinigke presentation o
deliverables. These delays also contributed to theuttization of all the available funds.

HEAD 1501B: Office of the Prime Minister, Jamaica Social Investment Fund (#i&jca Disaster Vulnerability
Reduction Project and the Jamaica Integrated Community Development Projects

Issue/Concerns

Project Management ‘

3.2.10 The GoJ executed two loans valued at USD$72.0 million with the International Bank for Reconstru
Development (IBRD) to undertake the followpngjects:

Jamaica Disaster Vulnerability Reduction Project

3.2.11 The Jamaica Disaster Vulnerability Reduction Project (DVRP) is funded by a loan of US$30.0 million
be disbursed over a period of six years from July 1, 2016 when the loan agreement was signed.

3.212 The DVRP Project seeks to enhance tineatdi and disaster resilience of key infrastructure assets
WEYIFAOFIQa RA&IFAGSNI NBaLryasS OFLIOAled ¢KS AYLX
devastation caused by natural hazards, especially on the productive sector obtlueng¢ decrease the recove
period, and eliminate or reduce the need for tB®Jto divert budgetary allocations to directly finance disal
recovery.
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Issue/Concerns

Jamaica Integrated Community Development Project

3.2.13 The Jamaica Integrated Community Developgnianject (ICDP) is funded by a loan of US$42.0 milliol
should be disbursed over a period of six years from May 6, 2014 when the loan agreement was signed. Th
of the Project is to enhance access to basic urban infrastructure and servidescandribute towards increase
community safety in selected economically vulnerable and socially volatileitfneommunities in Jamaica.

¢KS IdzZRAG 2F GKS tNre2aSOiaQ FAyFLyOAlf aidlidSySyida
Unachieved targets and Infrequent PrtjSteering Committee Meetings

3.2.14 As at March 2018amaica Social Investment Fudglifdid not start 17 ofhe 34 plannedproject activities
JSIF records indicated that the contributory factors were delays in the procurement procesgpacity issues
Additionally, the Loan Agreement requires the establishment of a Project Steering Committee (PSC) to o\
implementation of the Project. The PSC is required to meet quaheriever, we noted that only one PSC mee|
was heldduring the period. Consequently, Work Plans were not reviewed and approved by the PSC and 1
no evidence that constraints experienced during implementation were discussed and addressed in a timely
As such, we were unable to determine whatthe PSC who was charged with governance of the Project pr¢
adequate oversight.

3.2.15 The management of th@SIRwvas advised to implement appropriate measures to avoid repetition @
aforementioned shortcomings amaldevelop strategies to esure that the project objectives are achieved within
disbursement period.

I SIR mpnnny hFFAOS 2F GKS tNAYS aAyArAaidSNIIFyR | St

Issues/Concerns

Resource Management

3.2.16 The auditofthefinancid i G SYSyd&a IyR (N}IyalOliArzya 27T (K!
2016/2017 financial year revealed a generally satisfactorily state of affairs. However, we advised the
implement strategies that will improve its liquidity positonkdtid G KS | 3Sy 0e Qa OdzNNJ
meet its current obligations.

Head 16000: Office of the Cabinet
Issue/Concerns

Governance

3.2.17 The audit of the Office of the Cabinet for the financial year 2017/2018 revealed a gesatisfitory
state of affairs. However, management was advised to strengthen its controls over fixed assets and to ens
its Appropriation Accounts are submitted on time in keeping with the FAA Act.
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Head 19000: Ministry of Job Creation and Ecoicd@rowth, National Environment and Planning Agency
Yallahs Hope River Watershed Management Areas
Issue/Concerns

Project Management ‘

3.2.18 The Integrated Management of the Yallahs and Hope River Watershed Management Areas is jointl
through a grant from the Global Environment Fund (GEF), loefihaacing and irkind contributions from the
implementing agencieShe Project aims to improve the conservation and management of biodiversity ar
provision of ecosystem services in the Yaltaits Hope River Watershed Management Units. This is a sed®r
programme to be implemented over a fiyear period from October 1, 2014 to September 30, 2019.

3.2.19 This Project supports Outcome 13 of the National Development Plan VisieB2&atable Managemen|
and Use of Environmental and Natural Resources. More poinitasllinked to the National Strategy tievelop and
implement mechanisms for biodiversity conservation and ecosystems management. In successfully impl
this ProjectNEPA will also satisfy Goals 6 and 15 of the Sustainable Development Goals (SDGSs).

¢CKS dzZRAG 2F GKS LINR2SOGQa FAYLFYOAILf GNIyal OlAz2y

Slow implementation of project activities

3.220 AsatMarch nmy 2 b9t ! Q&4 t NR2SOG LYLXSYSydalrdAazy | yAii
In some instances, six to nine months lapsed after the scheduled start date. Consequently, the Project was
to utilize 18.47 pecent of the US$3. Million Grant Funding. NEPA indicated that the wpgeformance resultec
from delays in procurement activities, sourcing qualified consultants and key staff changes at the imple
agencies. Additionally, a number of procurement activities werbedsted. NEPA indicated that since March 2(
the Project Unit have taken seven high level decisions to ensure that the project objectives are achieved.

3221 b9t ! Qa FLFAfdz2NB (G2 O2YLX SGS (GKS LINE2SOng. RAurtérihe
objective of the Project, which is directly linked to the National Development Plan and Goals 6 and 15 of {
may not be achieved.

3.2.22 NEPA was advised to implement corrective strategies to resolve the issues and to eatsine pihoject
objective is achievk

Head 19000: Ministry of Economic Growth and Job Creation; Head 19050 National Works Agency
Issue/Concerns

Resource Management ‘

The audit of the financial transactions of National Works Agency for the 2016/2017 fiyaacisvealed the
following:

Long Outstanding Aged Payables

3.2.23 National Works Agency (NWA) did not conduct periodic reviews of amounts oweoht@ctorsto

authenticate the legitimacy of outstanding debts, as suoloices totalling $159.88iillion for road maintenancg
remained unpaid for more than three years. NWA subsequently indicated that $12illi@2 of thetotal amount
relates to projects the NWexecuted on behalf of Road Maintenance Fund but was not reimbufsédS ! 3
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Issue/Concerns
Resource Management ‘

inability to make timely payments may not only cause reputational damage but also weaken its business rel
with suppliers and may lead to future unfavoraidgmentterms.

3.2.24 NWA was advised to take the necessary actions to regularize the long outstanding Aged Payables.

HEAD 19000B Ministry of Economic Growth and Job CreG@udiBRD Grant Agreement NO TFOA0433 PIOJ
Improving Climate Data & Informatidianagement Project (ICDIMP)
Issue/Concerns

Project Management

Project Accomplishments

3.2.25 The objective of thémproving Climate Data and Information Management Project (ICRIkéRnprove the
quality and use of climate data for effective planning and action at the local and national levels. The project
by a grant of US$6.8 million from the International Bank of Reconstruction and Development and is estimat
for a period of five and a half years from October 2, 2015 to April 30, 2021. The Planning Institute of Jamaig
the executing entity but it collaborates with other government agencies to implement the various |
components. As at March 32018, the overall utilization of the total grant proceeds was behind schadfitrejust
over three years remaining on the project, onlypEr cent orUS$1,171,125 of the total grant funds was utiliz
Management was reminded that delays in the ctatipn of the various project activities increase the risk of
project not achieving its intended objectives within the planned timelines.

3.2.26 Management subsequently indicated that although the disbursement rate is low, it is forecasted that
project activities will be completed within the overall project deadline.

Head 20000: Ministry of Finance and the Public Service
Issues/Concerns

Governance

3.2.27 The audit of the financial transactions and accounting records of the Ministry of Finariece Badllic Servici
(MoFPS) revealed the following:

Regulatory breach in submission of Appropriation Accounts

3.2.28 The MoFPS is in regulatory breach as five Appropriation Accounts with approved budget totalling $61,
for the years 2015/2016 to 2017/2018 were not submitted for certification. Thesulomission of the Account
prevented key stakeholders from assesdrigy F 3SYSy i1 Qa adSél NRAKALI 23FSNJ |
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Issues/Concerns
3.2.29 TheMoFPS was advised to take appropriate steps to ensure that the Appropriation Accounts are sul
for audit within the statutory deadline.

Un<cleared Advances

3.2.30 The MbFPS wastill not clearing advances in a timely manner despite previous commitments. At Mal
2018, the MFPS had outstanding advances totalling $41.3 mittibmhich $16.5 million related to prior yeg
Additionally, three of the four Contingencies Adwarazcounts with balances totalling $1.7 million were

reconciled. Subsequent to our repattte MoFPS recovered the $1.7 million ion@ngency Advances leaviag

outstandingadvance of $39.6 million at December 7, 2018.

3.2.31 Accordinglythe MoFPS will not be in a position to determine whether the sums advanced were used
intended purposes if the requisite supporting documents to clear the advances remain outstanding.

The Ministry was advised to take immediate steps to recover oradeances on its books.

Weaknesses in management of Deposit and Bank Accounts

3.2.32 In accordance witloJcircular, deposit funds must be used only for the intended purpose. Deposit
should not be used to provide temporary support to the Ministry, Department or Agency. Our audit revealed
MoFPS is in breach of tXircular as it routinelysed funds from the deposit account to pay recurrent expendi
then reimburse the account. For the period under revteerMoFPS used $2 million from the deposit accoun
pay hotel accommodation and credit card bills. Management indicated thavakisiue the long delays with th
Central Treasury Management System (CTMS) process.

3.2.33 Additionally, the MoFPS did not attempt to lodge to the Government Miscellaneous Revenue, $6.¢
held on 47 deposit accounts for over six years, as edjbly established guidelines.

3.2.34 The MoFPS advised that steps are being taken to address the weaknesses and prevent recurrence. Th
strengthening the Deposit Controller monitoring function commencing with the reassignment of thisrfunct

Head 20000B: Strategic Public Sector Transformation P¢djeein Contract No. 8406JM/DFID Grant TFOA 1633JM
Issues/Concerns

Project Management ‘

Project Accomplishments

3.2.35 The objective of the Strategic Public Sector Transformation Project (SPSTP) is to strengthen public
management and support selected public sector institutions in facilitating a more enabling environment for,
sector growth. The project isrfded by a US$35 million loan from the International Bank for Reconstructio)
Development (IBRD), a grant from the Department for International Development (DFID) of £1,063,907
counterpart funding provided by the Government of Jamaica.

3.2.36 We found that there was general compliance with the terms and conditions of the loan and grant
agreements. However, management was encouraged to ensure that the various project activities are impler
in a timely manner in order to achieve the imted project objectives
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Head 20011: Accountant General
Issue/Concerns

Resource Management

The audit of the financial statements and transactions of the Accountant General for the FY 2017/2018 disc
following:

Regulatory breach submission of Appropriation Accounts

3.2.37 The Accountant General (AcGD) did not meet the requirement of the Legislation for timely submi
Appropriation Accounts. Up to the time of reporting, Appropriation Accounts for the AcGD, Pension iendebd
for the financial years 2010/2011 to 2017/2018 related to approved budget of $1.04 billion had not been su
for certification. The nonsubmission of the Appropriation Accounts inhibits Parliament effective review (
financial records péaining to the Public Debt and Pension Payments. Further, stakeholders are denied
information to inform decisions and to hold the Accounting Officer accountable for her stewardship.

Issues concerning the audit of Statements A

3.2.38 The audit of the financial statements of the Consolidated Fund was discussed at the Public 4
Committee (PAC) meeting in May 2018. The deficiencies highlighted were related to the chronic backl
certification of the financial statements dfet Consolidated Fund, which was due primarily to the inaccurate op
ortryoSa FyR (G(KS 1 OD5Qa AyloAfAadGe G2 f20FGS NBJ
requested the AcGD, Ministry of Finance and the Public Service andzRRd Al 2 NJ DSY SNJ f Qa 5
way forward.

3.2.39 The relevant parties discussed the matter in June 2018 and the decision was taken to suspend the
the Statements AW (2 Fff2¢ GKS | O002dzyil yi otkeadrdentioned isu@el
the time of reporting, the AcGD gave a commitment to resolve the issues with Statements A and G by Nove
2018. However, the AcGD did not give a timeline for the completion of Statements E, D, F, H and |, dsnn
relating to the preparation of these statements resides with the Ministry of Finance and other MDAs.

Head 20012: Jamaica Customs Agency
Issue/Concerns

Resource Management

The audit of the financial statements and transactions of the Ja@a&tams Agency for the FY 2@01/5 disclosed
the following:

Stock count was not conducted to substantiate inventory balance of $94 Million

3.240 We saw no evidence that JCA conducted a stock count exercise for the year ended March 3
Consequetty, the carrying amount of $94.@dillion reported in the Statement of Financial Position may be mate
misstated. This constitutes a breach of Ministry of Finance and the Public@@réseribed guidelinde MDAsto
conduct an annual stock coun

3.2.41 Management was advised to conduct a stock count at the end of each financial year to support the
inventory carrying balance on the account.
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Head 20056: Tax Administration Jamaica (TAJ)
Issues/Concerns

Governance

3.2.42 The audit of the financial statements and transactions of Tax Administration Jamaica (TAJ) dis
generally satisfactory state of affairs except that TAJ needs to improve its internal control systems to ensu
recovery of advances and managemmen fixed assets. Additionally, TAJ should obtain prior approval fg
reallocation of appropriated funds as required by G@MrementPolicy.

Head 26000: Ministry of National Secur(iyNS)2017/2018
Issue/Concerns

Governance

RegulatonBreach in the submission of the 20238 Appropriation Accounts

3243 Theab{ Qa ! O02dzyiAy3a hFFAOSNI RAR y2i( adzoYAld (K
budgetary allocation of approximately $24.4 billion for the financial3@H7/2018 as required by the FAA Act. ]
nonsubmission of the Appropriation Accounts not only breaches the FAA Act but it also prevents Parliam
effectively monitoring expenditure from the Consolidated Fund. This also undermines good govenectives ag
stakeholders are denied relevant information to inform decisions and to hold the Accounting Officer accoun
the use of public funds the Ministry received. The Ministry has since advised that the delay in submission W
changegmade in the presentation of the AppropriatielmsAid by the Ministry of Finance and the Public Serviq
August and October 2018. MNS is in the process of making the necessary adjustments, haswveission datq
was not proposed.

Head 26000Ministry of National Security 2016/2017
Issue/Concerns

Governance

Inaccurate Presentation of Voted Provisions

3244 ¢KS aAyAaiGNR &ddzoYAGGSR Ad&a wnmckuHAaMT ! LILINE LINJ
the prescribedberiod, however, there was no evidence that the statements were checked and verified by th
Audit Executive in keeping with Section 8.17.6 (ii) of the Financial Instructions. This may have contributed to
identified during our review and @vented the certification of the accounts.

Nonadherence to GoJ Guidelines on reallocation of funds

3.2.45 The Ministry did not provide us with the requisite virement approvals for reallocation of $212.68 mi
cover excess expenditure for theptal YWand'BC(Heads in accordance with Section 3.7 of the Financial Instruc

3.2.46 The MNS was advised to review the procedures followed in the preparation of the Appropriation Acc
ensure the accuracy of information atedimplement systems that will ensure compliance with the GoJ guide
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Issue/Concerns

The MNS has since reported that the errors and excesses identified on the Appropriation Accounts wer
technical issues with the Financial Management System (FinMan) that i psegare the statements.

Head 26022: Police Department
Issue/Concerns

Governance

Regulatory breach in the submission of Appropriation Accounts

3.2.47 For the FY 2017/2018, Parliament approved $35.5 billion for the Police Departmentite fetfdonsibilities
to maintain law and order. However, the Department did not submit its Appropriation Accounts for the(®&1|
financial year in keeping with the Law. The -sobmission of thestatements undermines good corporal
governance practicess this prevents Parliament frogffectively monitoring expenditure from the Consolidai
Fund and to hold the Accounting Officer accountable for the use of public funds under his/her stew.
Management shoultbke the necessary steps to ensure ttiet outstanding Appropriation Account is submitteg
keeping with the requirements of the FAA Act. The Police Department has since advised that the delay in s
was based on the instructions issued by the Ministry of Finance and the Publicr8garidiag the reporting of the
Appropriationsin-Aid. The Department also indicated that they have been experiencing difficulties in reconci
FY2dzyGd LINSBASYGSR o0& (GKS ! 0O02dzyiillyd DSYSNIfQa 5

Head 26024: Department of Correctional Seggic
Issues/Concemns

Governance ‘

Regulatory breach in the submission of Appropriation Accounts

3.2.48 The AuGD was unable to determine whether approved budgetary allocation of approximately $
$7.06 billion for the 201@017 and 20172018 financial years were spent in keeping with the wishes of Parlia
as the Department of Correctional Services (DCS) did not submit its Appropriation Accounts for exami
accordance with Section 24| of the Financial Administration and Audit feAAJhe norsubmission of the
statements weakens the accountability process dedy stakeholders relevant information to inform strate(
decisions. The DCS has since indicated that the 2QI6And 20172018 Appropriation Accounts were submittg
to its parent Ministry in July 2018 for review by the Accounts and Internal Audit Units, respectively. Howeve
time of reporting, the statements were not returned to the DCS for final adjustments and submission to thi
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Head 28000Ministry of Justice
Issue/Concerns

Governance

Regulatory Breach in the submission of Appropriation Accounts

3.2.49 The Financial Administration and Audit Act requires all accounting officers to prepare, sign and tra
the Minister of Financand the Auditor General the statements relating to the financial activities under their ¢
for each head of estimates, within four months after the end of a financial year. However, up to the time of re
the Appropriation Accounts for the 202018 financial year with a total approved budget of approximately $3 b
GSNE y20 adzoYAUGGSR Ay | Stédubmit fhe stafeets WitkiSthe| statatapy timelih
represents a breakdown in the Public Financial ManagemerSgiot YR LINBS @Sy da adl
I O02dzyiAy3a hFFAOSNNRE a40GSsF NRAKALI 23SNJ I LILINRE LINXR |
being made to submit the outstandistatements.

Head 30000: Ministry of Foreign Affainsd Foreign Trade
Issues/Concemns

Resource Management ‘

3.250 The audit of the Ministry of Foreign Affairs and Foreign Trade for the financial year 2016/2017 r|
weaknesses in the controls over Deposits, Revenue and Expenditure. The Nasisince taken steps to addre
some of the concerns, however, the following matters remain unresolved at the time of this report.

Inadequate Controls over Revenue

3.2.51 The Ministry reported Appropriatiosis-Aid expenditure of approximately $44illion for the 2016/2017
financial year. elvever, we were not able to determine the total revenue collected for the period under r¢
0S50l dzaS G(KS aAyAadNRBQa NBO2NRa 6SNB AyO2YLX SGSo
andreport all revenue collected as required by the Financial Administration and Audit Act. The Accountin
was advised ttake the necessary steps to ensure that all revenue collected is reported in a timely manner.

3.2.52 The Ministry has sindedicated that there is a mechanism in place for Missions to report revenue colle(
however, due to staffing challenges, its ability to adequately monitor the collection of revenue by the Missi
diminished. The Ministry further indicated thattcurrent system will be strengthened to improve the monitot
and reporting of revenue collected.

Excess Expenditure on Object brhpensation of Employees)

3.2.53 There were four instances of excess expenditure on Obje@dthdensation dEmployeesjotalling

$44,878,816.66 in breach of the Financial Instructidree Accounting Officer was advised to take the necessa
steps to ensure that all expenditure remain within the approved budget and comply with the Financial Instry
The Mnistry subsequently indicated that it is in dialogue with the Ministry of Finance concerning this matter
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Head 40000: Ministry of Labour and Social Security, Canadian Farm and Factory Workers Programme
Issues/Concems

Governance

3.2.54 The audit of financial statements and transactions of the Canadian Farm and Factory Worker
Programme/Jamaica Liaison Service (JLS), revealed a generally satisfactory state of affairs. However, th
to strengthenits internal controls ovethe execution of contracts, payment of overtime allowances and
management to ensure compliance with established guidelines and prevent the concealment of erri
irregularities.

Payments for salary in Lieu of Vacation Leave

3.2.55 During theperiod under reviewW[ { LI} AR FAGS 2FFAOSNAR ! {5 by
leave however, the payments to these officers were not in keeping with the Staff ®@argeview disclosed thz
the Permanent Secretary (PS) granted apgirfor liaison officers who have attained the maximum of 105 day
exercise two options, (1) to receive the payment of salary in lieu of vacation leave or (2) aedganeabeyond
the maximum. We would have expected that a decision involvingyiay this amount would have been discuss
and approved by the Management Committee. However, we found no evidence that this matter was disc|
the Management Committee prior to or after the decision of the PS as in Octobeti20lanagement Commitee
RAR y20 adzZJl2NI GKS LI eySyd 2F alflFINBE Ay fASdz 2
GKS NAR&| 2F 0dzZRISEH 20SNNHzyaz 6KAOK O2dzZ R yS3lFia

3.2.56 The PS advised that the matter was disctlisgehe Management Committee but was not captured in
Minutes.

3.2.57 The aforementioned weakness underscores the need for the Management Committee to acc
dialogue with the Office of the Cabinet in addressing the corporate governance highleghted in previoug
reports. This will assist in the development of appropriate terms of reference and clearly defined ro
responsibilities of the Management Committee/Board as promulgated in the GoJ Corporate Govi
Framework.

3.258 We advised JLS to ensure that decisions requiring the approval of the Management Committeq
referred and documented in the Minutes of the meeting. Management accepts this recommendation.

Nugatory expenditure due to unfilled airline seats

3259 55aLIAGS YIyl3SYSyiga O2YYAUYSyid (2 AYLX SYSyi
that for the period under review, JLS made payments totalling $12,105 to a Travel Agent for unfilled seats o
This occurred as the Ministry adlour and Social Security (MLSS) did not fill requests made by growers fi
g 2NJ] SNA @ CdZNIKSNE GKS ¢NI}I @St ! 3ISyid ¢la yz2d 3
Consequently, JLS bore the cost for the unfilled aiséats.

3 Sectior; of the Staff Orders statdhat Employees may accumulate leave to a maximum not exceeding the leave entitlement for three (3) years,
in this case 105 days The SO further peremtployeeso earn and accumulate additional fydhy vacation leave for a further period not exceeding

two (2) years if applications for all or any portion of their accumulated leave cannot be granted due to the exigenciesrat&ié an officer

who has been allowed to accumulate additional vacation leave beyond the normal maximum at¢edranth hasattained the maximum
additional leave accumutad applies for vacation leave and is denied any leave whatsoever, such officer may be given the option to accept salary
in lieu of the additional leave, or any portion thereof earned beyond the maxianesumuéted, subject to the approval of the Permanent
Secretary/Head of Department
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Issues/Concerns

3.2.60 Management advised that the MLSS encountered several challenges which impacted its ability to
seasonal workers on a timely basis and has implemented measures which have contributed to a s
improvement in the flight ogrations for the current period.

Head 40000: Ministry of Labour and Social Security (MLSS)
Issues/Concerns

Corporate Governance ‘

Regulatory breach in submission of Appropriation Accounts

3.2.61 The MLSS has not submitted for certification, Afiropriation Accounts with budgetary allocation
approximately $49.2 billion spanning the periods 28012 to 20172018 within the statutory deadline as require
by the FAA AcTable12. The MLSS has indicated that efforts are being made to submibutstanding
Appropriation Accounts by March 2019.

Table 2 - Outstanding Appropriation Accounts

Type of Appropriation | Appropriation Accounts not yet Approved Budget
Account submitted for Auditing ($000)
Recurrent
2011/2012 1,968,181
2012/2013 2,277,788
2013/2014 2,414,695
2017/2018 3,859,096
TOTAL 10,519,760
Capital A 20122013 650,000
TOTAL 650,000
Capital B 20112012 3,900,332
20122013 3,742,605
20132014 4,696,053
2014/2015 5,516,433
20152016 5,705,636
2016/2017 6,225,744
2017/2018 8,279,871
TOTAL 38,066,674

3.2.62 The nonrsubmission of the Appropriation Accounts not only breached the Law but unddrhe®ublic
Financial Management process as the Accounting Officer did not report on how the MLSS managed the apy
funds providedThe Accounting Officer was advised to take measures to ensure that Appropriation Accol
prepared and submittetbr audit by the statutory deadline.

3.2.63 The audit of the Recurrent Appropriation Accounts, Head 4000 for the Ministry of Labour and Social
(MLSS) for the financial years ended March 2015 and 2016 revealed the following:
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Issues/Concerns

Unauthorised reallocation of funds

3.2.64 Contrary to theD 2 WAeément Policy, theMLSS exceedeitis budgetary allocation for Object 2
Compensation of Employees for 14 Activities. Consequently, there was excess expenditure of $70.4
Compensation for these Activities when compared to budget. The GoJ Virement Policy stipuldegtbatnting
Officer is not permitted to reallocate funds to, from and within Object 21. The excess expenditure heighteng
2F 0dzRISTE 20SNNHzya 6KAOK O2dzZ R y S 3tb Gchi€dS & Wagé t¥ Glo:
Domestic Product (GDRitio of nine per cent or less by 2019.

Approval sought to reallocate appropriated funds two years after expenditure funds

3.2.65 The Ministry did not seek prior approval for the reallocation of funds to facilitate excess expendituri
2018, twoyears after incurring the expenditure of $27.5 million. Consequently, the MoFPS did not accept |
a[{{ Q& LINRPLIAaSR GANBYSYy(l &addzoYAdaaizy 2F bPupPo aA
2015/2016. Additionally, the Accounting Offickd not approve the reallocation of $2.2 million expended in
2014/2015 until November 2018. This breached the FAA Instructioesnent Policy and undermined the
transparency and effectiveness of the Gadcountability process.

Resource Management

Payments totalling $1.3m made without formal agreement

3.2.66 Section 53 of the FAA Regulation 2011 requires departments to obtain written agreement for servi
are to be rendered. However, the MLSS made monthly payments over the perio2(2@18/2016/2017 totalling
$1.3 million without any formal arrangements in place for Therapeutic Services rendered to children &ifd s
old who have varying mental and physical disabilitied.hough the sums paid were relatively immater
managemaet should ensure that as a standard practice, procurement of services of this nature are suppori
current formal contracts, in the absence of formal contracts, the rights and obligations of the parties mig
misunderstood. Further, MLSS mayl findifficult in the event of litigation to claim damages arising from 1
compliance or noiperformance of the service provider.

Head 40000B: Ministry of Labour and Social Security, Programme of Advancement Through Health and
Education (PATH) ardtegrated Social Protection and Labour (ISLP) Programme Loan Contract No. 2889/0C
Issues/Concerns

Project Management ‘

3.2.67 The Integrated Social Protection and Labour (ISPL) Programme is funded by a US$30.0 million loa
Inter-AmericarDevelopment Bank (IDB) and counterpart funding provided by the Government of J&@m3idehe
loan of US$30.0 million was disbursed over a-year period from December 13, 2012, when the agreement
signedin December 2016. A project extension to December 2017 has been granted by the IDB.

3.2.68 The objective of the Project is to support tBeJefforts to improve human capital and labour marl
outcomes of the poor by enhancing the efficiency and effentise of key social protection programmes.

65|Page



Issues/Concerns

The audit of the financial statements and transactions of the Integrated Social Protection and Labol
Programme Project for the 2022018 financial year disclosed the following:

Project Accomplishments

3.2.69 Atthe end of thdntegrated Social Protection and Labour (ISPL) Programme in December 2017, the
completed 46 of the 67 procurement activities, which represents 68 per cent of planned tatdgetBroject did
not conduct the Impact Evaluation of the Parenting Pilot in the early stage of implementation. Therefc
planned strategies to increase parenting skills in the areas of nutrition, discipline, safety, learning, and hea
should lad to the increase in the rate of compliance with health conditionssorto sixyearold beneficiaries
from 55 to 75 per cent byear four was not achievedlo fully utilize the loan funding, PATH reallocated US
million to the Cash Grant componeaftthe Project.

3270 t ! ¢1 NBXO2NRa NBGSIt SR GKIFG GKS RSfle&a ¢SNB
FOGAGAGASE Ay GKS SIENIe adlF3IsS 2F AYLIESYSyldl GAz2y\
outcomewhich is aligned to Goal number 1 of the Sustainable Development Goals and National Developm
Vision 2030; Outcome 3.

3.2.71 PATH has since indicated that the outstanding activities will be completed under the Integrated Su
Jamaicé&ocial Protection Strategy Project.

Resource Management

Lack of effective monitoring of Advance Accounts

3272t 1 ¢1 RAR y2i O2yRdzOG LISNA2RAO NBOGASga 2F (K|
were cleared in a timely mann&onsequently, as at December 5, 2Gik#8/ances totalling US$165,016/1$16.01
million remaineduncleared for a protracted peripoh some cases, for more than twelve months. Therefore, ir|
absence of supporting documents to clear the advanitesas dfficult to determine whether the amount|
advanced were used for the intended purposes.

3.2.73 Additionally, we noted a lack of effective supervisory checks in the posting of journal vouchers to the
Ledger that resulted in four advance accourasging credit balances totalling US$11,917.43. An account refle
credit balances indicate that there may be incorrect classification of transactions or the Project is inde
account holders. Consequently, this could lead to material misstatemnethis financial statements as well as t
loss of public funds.

Head 40000B: Ministry of Labour and Social Security. Programme of Advancement Through Health and
Education (PATH) Social Protection Project (SPP) 2 Loan NaIN8329
Issues/Concems

Project Management ‘

3.2.74 The Social Protection Project (SPP) Il is a continuation of the Social Protection Project (SPP), whic
March 2015. The objective of the Project is to support the Government of Ja@alcia further strengthening ity
social protection system. The Project idinanced bythe GoJdandthe International Bank for Reconstruction a
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Issues/Concerns

Development (IBRD)/World Bank. The World Bank provided loan funding of US$40 million oveear foeniod
from March 12, 2014 to March 30, 2018, wliile GoJwill contribute approximately US $112.803 million.

The audit of the financial statements amdrtsactions ofhe Project revealed the following:

Project Accomplishments

3.2.75 Atthe end of the Social Protection Proje@t March 2018, eight of the 29 Project activities (27.5 per ¢
were not achieved. The Project was able to register an average of 342,137 beneficiaries and 284,192 be|
received payments in February 2018. The Project experienced a reduction bepeiitiaries from 317,018 i
December 2015 to 284,192 in February 2018 because oféertification initiative.

3.2.76 Despite the outcome of the Project, the actual compliance rates for Primary Education level boys |
were 79 percentang o LISNJ OSy iG> NBaLISOGA@Stesr FaAFAyad GKSJ
Health Care conditions for children less than or equahtwyearold was 79 per cent against a planned targe
90 per cent. PATH indicated that in an efforadlolress the issue of narompliance among students, pregnant a
lactating beneficiaries, the existing Memoranda of Understanding (MOU) with the Ministry of Education, Y(
Information and the Ministry of Health have been reviewed and updated. Hovagtbe time of reporting thess
were not finalized.

3277 t ! ¢1 Q& FELAfdzZNBE G2 O2YLIX SGS LINR2SO0 FOUADAG)
resources from its tight fiscal space to complete the Project. TheréfaE was atsed to increase efficiency
its operations to ensure that all future project objectives are achieved on time and within the financial budg

Resource Management

Lack of effective monitoring of Advance Accounts

3.2.78 Up the time of reporting, advances totalling US$47,439.52 remained uncleared, some for more thai
months. In addition, we noted a lack of effective supervisory checks in the posting of journal vouchers to the
Ledger. Consequently, there wesig General Ledger accounts with credit balances amounting to US$102,6¢

3.2.79 MLSS subsequently acknowledgleat there were errors in recording transactions, which resulted in
credit balances and comrted to clear all outstanding balanceg becember 31, 2018.

3.2.80 Based on an audit query for the financial year 22067, PATH conducted a review of the outstang
advances account and identified that salary related expenses amounting to $90.8 MillidBddoomtributions
were not submitted to the World Bank for reimbursement for the period April 2014 to March 2016. PATH in
that the funding provided by World Bank was fully utilized asduchthe expenses could not be honoured.

3.2.81 In Jun018, MLSS sought retroactive approval from the Ministry of Finance and the Public Service
for the funds to be honoured by the GoJ. Therefore, the Ministry Project inappropriately committs
Government of Jamaica without the requisite apprawahe respective financial years. Also, the reallocatio
resources to, from and within Object212 YLISYy &l GA 2y A& Ay @GA2fl A2y 2
impact the GoJ fiscal targets. At the time of reporting, we saw no evidence ¢histitistry of Finance grante
approval of the reallocation of funds.
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Head 40000B: Ministry of Labour and Social Security, Programme of Advancement through Heath and Education
(PATH), Jamaica Social and Economic Inclusion of Persons with DisabiigtsG?emt NO. TF014258
Issue/Concern

Project Management

Risk of Losing Grant Funding

3.2.82 As at March 31, 2018, there were a number of outstanding activtiethe Project and the Proje
Implementing Unit (P1U) was granted an extensidwelve-months to August 2018 to complete all activitids the
end of this period (August 2018), all Project activities were undertaken and 92 per cent of the USRIk &rant
funding was utilized Our review revealed that the contributory factors for the delays in implementation
primarily the procurement of supplies to install and implement the Early Stimulation Plus (ESP) Man
Information System, failur® conduct impact evaluatiorsnd supply Assistive and Adaptive aids for children
disabilities at the ESP.

3.2.83 Additionally, PATH did not present evidence that the Steering Commmitiesh was established to provic
guidance and oversight to the implementation of the Ripjmet during the period under review.

Head 40000B: Ministry of Labour and Social Security, Programme of Advancement Through Health and Education
Ot! ¢l 03X LYGdSaNFdSR {dzlJLl2 NI G2 WFHYFAOFQa {20XCIA t N2 G SO
Issue/Concern

Project Management

3284 ¢ KS Ly :GdS3aINIYGSR {dzZlJLI2NIL G2 WFHYFAOFQa {20AFf t
loan from the IntetAmerican Development Bank (IDB) and counterpart funding provided by the Governn
Jamaica.

3.2.85 The objective of th Project is to support consumption, protect and promote the human capital accumu
of the Programme of Advancement Through Health and Education (PATH) beneficiaries, and strengthen t
capacity of the Ministry of Labour and Social Securitg@)lto improve quality and access to the network of s
services provided by the Ministry to the poor and vulnerable population.

The audit of the financial statements and transactions for the period ending March 31, 2018 revealed the fg

Delayin implementing project activities

3.2.86 PATH signed a Loan Agreement in November 2015 to implemdntythé S I NI G SR { dzLJLJ2

Protection Strateggver a fouryear period. However, the commencement of this project is inextricably liokkd

completion of the Integrated Social Protection and Labour (ISPL) Programme, which was delayed by eighteg
Consequently, implementation ofabelSISPS project activitiesbhaen setback.

Payment of Project Premium without Requigifgproval

3.2.87 PATH did not present the requisite approval from the Ministry of Finance for the payment of IM$565
Ay tNB2SOl tNBYAdzy (2 |y ®&iEEhfaNIde regSisite dpirdval fardab paxiy
of emolumerts not only breached the GoJ guidelines but it also demonstrates a lack of commitment t
governance, which is aimed at promoting transparency and accountability.
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Issue/Concern

3.2.88 Subsequent to the audit, MLSS wrote to the MoFPS seeking approval. The M@&HRS8gactive approva
and reminded the MLSS that both Project Premium and Gratuity shaiube paid at the same time.

Head 41000: Ministry of Education, Youth and Informatibiational Council on EducatigNCE)
Issues/Concems

Resource Management

3.2.89 The audit of the National Council on Education for the financial year 2016/2017 revealed a g
satisfactory state of affairs.

Head 41000: Ministry ofdacation, Youth and InformationEarly Childhood CommissigECC)
Issues/Concerns

Resource Management

Receivables: Overpayment to Early Childhood Practitioners

3.2.90 Accounts receivable relating to the accumulated overpayment of subsidies to Early Childhood Prag
was approximately $28 million asMarch 31, 2018. These overpayments increased by $3.3 million in the 201]
financial year because some principals of Early Childhood Institutions did not inform the Commission about ¢
practitioners in a timely manner. The overpayment ofglibs to Early Childhood Practitioners was the subje
previous audit reports.

3.2.91 We noted that the Commission communicated with the Ministry of Education on at least three occa
an attempt to recover overpaid amounts from the practitime/ho are now employed in the public service.

Ministry has since indicated that the overpaid practitioners/caregivers who were assigned to the Ministry ha
identified and steps will be taken to recover the outstanding amounts from these uradévid

Unidentified Deposits

3.2.92 The issue of unidentified deposits continues to be a problem for the Early Childhood Commissior|
deposits increased by 3fer cent forthe financial year ended March 31, 2018, from $14.5 million in 2016/20
PHndm YAfEfA2Y AY HAMTKHAMY ® alylr3sSySyd | GddNRoGd
subsidy cards in February 2018 without giving notice to the poaetit resulting in the residual amounts remain
2y GKS OFNR& 0SAy3 RSLIRaAGSR Ay GKS /2YYAaairzyQ
since been in dialogue with a view to resolving this matter.
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Head 4100B: Ministry of Educabn, Youth and Informatiorgarly Childhood Development ProjéEICDPg
GoJIBRD Loan Agreement No. 83341
Issues/Concems

Project Management

3.2.93 The objective of the Early Childhood Development Project is to improve the qualityirdraade access t
Early Childhood Development services, while providing technical assistance to strengthen the organizat
institutional arrangements that govern the Early Childhood Development sector. The project was financed by
million ban from the International Bank for Reconstruction and Development and was scheduled to
September 28, 2018.

Disbursement Linked Targets not achieved

3.2.94 For the financial year ended March 31, 2018, none of the planned four DisbursemenThigjatsl (DLTS) wz
achieved. The DLTs were instead restructured and carried forward to the 2018/2019 financial year. Mar
subsequently indicated that all except one DLT was achieved at the end of the project in September 2018.

Head 42000Ministry of Health
Issues/Concerns

Corporate Governance

Outstanding Appropriation Accounts

3295¢KS aAyAadNRQa ! O02dzyiAy3d hFFAOSN RAR ay&cdumdlated
budgetary allocation of approximately $258.3 billion for the financial 84»/2015 to 2017/2018 (Recurrent) af
2012/2013, 2014/2015 to 2017/2018 (Capital A anadvi)in the statutory deadlines as required by thimancial
Administration and Audit (FAA) Acthis undermines good governance practices as stakeholders are denied r
information that is necessary &malyse the performana# the entity and the stewardship of the Accounting Offic

3.2.96 The Ministry has sinceditated that the outstanding Appropriation Accounts will be completed by the
of financial year 2018/2019.

Issues/Concerns
Resource Management

Overpayment of Salary and Allowances

3.2.97 Six employees were overpaid salary and allowantaiting $1,190,863 as a result of incorrect computat
of salary, vacation leave pay, travelling and tailoring allowances as well as statutory deductions.
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Issues/Concerns

3298 ! RRAGAZ2Yy Il ffex GKS aAyArAadNEQa 2gy NB QA SdsiariesBrg
allowances totalling $1,073,279. Up to the time of this report, only $104,200 had been recovered, leg
outstanding balance of $969,079/e advised management to take the necessary steps to recover the overpay

3.2.99 TheMinistry subsequently advised that steps are currently being taken to recover the overpayments

Inadequate Fixed Asset Controls

3.2.100 We were unable to verify the existence of fetttyee items of computer equipment costifg,799,754
0S0OlFdzaS GKS aAyAaidNBQa CAESR ! aa Sdsponsiffl@dfiged \BabliEnanadre
their acquisition and consequently, was not able to identify their location. The Accounting dieeivised to
strengthen the controlsver the management of fixed assets in order to safeguard these resources.

3.2.101 The Ministry has since indicated that steps have been taken to improve its fixed assets manageme

Outstanding Bank Reconciliations

3.2.102 The Ministry did not prepare any bank reconciliation statement for its salaries bank account since K
2017.  Consequently, errors or irregularities may have gone undetected resulting in an increased exg
potential losses. The Accountingi€fwas advised to make every effort to bring the reconciliatiomsougate.

3.2.103 The Ministry subsequently advised that the outstanding bank reconciliation statements will be con
by March 2019.

Retention of Fees

3.2.104 The Ministryretained approximately $144.9 million representing receipts from the rental of staff reside
sale of bid documents and the collection and treatment of medical waste. However, the Estimates of Exg
did not provide for any of these receipts totbeated as Appropriationm-Aid (AIA). The Accounting Officer sho
take the necessary steps to ensure that all fees collected by the Ministry, outside of approved AIA, are pa
the Consolidated Fund.

Ministry of Health: 42000BInstitutional Strengthening to the Ministry of Health to Improve National
Surveillance, Prevention and Control of Infectious Diseases Prdjmt-reimbursable Technical Cooperation
No. ATN/O€14788JA

Issue/Concern

Procurement and Contract Management

3.2.105 In December2014,the Governmentof JamaicgGoJ)signeda NonReimbursablélechnicalCooperation
with the Inter-American DevelopmentBank (IDB)to provide financial aid up to US$250,000for Institutional
StrengtheningThisfinancialaid wasearmarkedto strengthenW!I Y | ke€pbn@eio the Chikunguny/irusandto

preparefor the threat of the EbolaVirusDiseas€EVD).

3.2.106 Theauditof the financialstatementsandtransactionsof the Projectfor Institutional Strengtheningo the
Ministry of Healthto improve NationalSurveillancePreventionand Controlof InfectiousDisease®rojectrevealed
the following:
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Issue/Concern

Breaches of the Procurement Guidelines

32107¢KS D2WQ& LINRBOdzZNBYSyid 3JdzA RSt Ay Sa ¢ Scdultahdy Services
We saw no evidence that the procurement of services for five consultants valued at $17.94 million were sub
the scrutiny of the Procurement Committee. Furthermore, contrary to the Grant Agreement and GoJ proct
guidelinesthe Ministry of Health (MoH) did not obtain the requisite approval of the Accounting Officer for aw
GKSaS O2yGNI OGad ¢KAA LINI OGAOS dzy RSNXAYySa GKS &
Grant Agreement, as detailed scnytiof the procurement process and documentary evidence of deliberations
not have been achieved.

3.2.108 Additionally, the MoH did not obtain a valid Tax Compliance Certificate from three of the five con
who were awarded contracts valuettatal of $9.03 million. Further, the MoH did not retain and remit the three
cent withholding tax amounting to $271,107 to the Tax Administration of Jamaica. The Ministry has since ad
measures will be implemented to prevent reoccurrence.

Head 46000: Ministry of Culture, Gender, Entertainment and Sport
Issue/Concerns

Governance

3.2.109 The audit of the Ministry of Culture, Gender, Entertainment and Sport revealed a generally sati
state of affairs. However, management aasised to strengthen its controls over fixed assets to ensure th
assets under its ownership or control can be accounted for in keeping with existing guidelines.

Head 50000B: Ministry of Industry, Commerce, Agriculture and Fishéwgggultural Competitiveness
Programme
Issue/Concerns

Project Management ‘

3.2.110 An audit of the accounting records and financial transactions of the Agricultural Competitiveness
Programme for the fourteemonth period ended May 25, 2018 revealegemerally satisfactory state of affairs.

3.2.111 There was general compliance with the terms and conditions stipulated in the loan agreement anc
targets were achieved during the period under review. The Project ended on May 25, 2018.
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Head 50038Companies Office of Jamaica
Issue/Concerns

Resource Management

3.2.112 The audit of the Companies Office of Jamaica (CoJ) revealed a generally satisfactory state
However, the agency was advised to strengthen its management of Accounts Receivable to ensure that ou
balances are collected or written off in keeping with existing guidelines. The CoJ has since indicated that s
been taken to improvés management of Accounts Receivable.

Head 56000: Ministry of Science Energy and Technology (MSET)
Issue/Concerns

Governance

Regulatory breach in submission of Appropriation Accounts

3.2.113 The Ministry of Science, Energy and Technd&@GEThas not submitted three Appropriation Accour,
representing an accumulated budgetary allocation of approxim&®B8 billion for 2012018. Management
advised that the delay is due to pervasive issues witkitildansystem, which require Ministry of Finance and

tdzof A0 { SNBAOSQa ¢6az2Ct {0 adzZJI2NI G2 NBaz2t @S I yR

MSET adviseithat as & November 23, 2018, the MoFPS was in the process of rectifigrigsue identified in the
Accounting System.

3.2.114 The nonsubmission of the Appropriation Accounts not only breaches the FARuUAdt also prevents
Parliament from effectively monitoring expenditure from the Consolidated Fund. This also nedegmod
governance practices as stakeholders are denied relevant information to inform decisions and to hold the Ag
Officer accountable for the use of public funds under his/her stewardship.

Weak Systems to Account for AppropriatiorAid/Revenue Collection

3.2.115 MSET and its collecting agencies, National Energy Solutions Limited (NESol) and Scientific Reseg
(SRCRAR y2i KI @S LINRBLISNI deaidsSvya Ay LXIFOS (2 AR Sy
not classify/separate revenue by typehile, Ay a2YS AyadlyO0Sasz Odzai2YSNE
Projects bank account without specific reference to the nature of the transactions. Therefore, we could n
to the accuracy and d0LJ SiSySaa 2F (KS NB@GSydzS (KIFG g1 &

Appropriation Accounts. Further, MSET did not require NESol to present Monthly Financial Reports as is
by the FAA Instruction, but instead accepted summary infoomat the end of the financial year.

3.2.116 MSET was advised to improve its oversight function over the AlA collections at its agencies by ens
proper systems are implemented to accurately account for AIA collections and information telatisgollectiong
are submitted to the Ministry at least monthly to enhance the planning and deaisikimg process.

3.2.117 Management hasince advised that a systermisw inplace for NESol customers to clearly indicate
projects for which fundaere deposited and the specific amount while at SRC, a specific AIA account was est
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Issue/Concerns

Governance

No approval seen for excess expenditure of $100.15 Million

3.2.118 MSET reallocated funds from various objects without prior approval of the MoFPS. Our audit reve
the request for approval was sought at yead. Consequent on the delay in submitting virement request
MoFPS did not grant virement approvattiR RNBS 84 SEOS&4& SELISYRAGAZNE G2
| SIFR® a{9¢Qa dzyiA Y Sdodiront niaintaidng pritiend fisdalMBradeyidant inikéeging \
the fiscal responsibility framework. This will result in the modific&idh (G KS F dzZRAG 2 LAY
Appropriation Account.

3.2.119 In order to avoid a recurrence of the breach of MOFPS guidelines, the MSET was advised to empl
cash management and ensure prior approval is obtained from the MoFPS beftsefe reallocated.

Head 56039: Post and Telecommunications Department
Issues/Concerns

Governance

3.2.120 The audit of the financial transactions of the Post and Telecommunications Department (PTD
financial years 2012016 and 20162017 revealed a generally satisfactory state of affairs.

Head 72000: Ministry of Local Government and Community Development
Issue/Concerns

Project Management

MLGCD overpaid $7.1 million in rent over a-ywar period for the newlieased space.

3.2.121 The MLGCD entered into a $76 million per anntyed lease agreement effective December 1,201€
premisedocated at 61 Hagley Park Road. The Ministry has paid $132.3 million in rent between the signir
lease agreement and occupation of the buildimge 218. MLGCD did not independently verify the square foo]
of the area rented but relied on an ajsal dated January 15, 2016, which was commissioned by the Landlol
lease agreement stipulates 40,000 sq. ft. of rentable space. However, arising from our request, the Natic
Agency (NLA) confirmed that the area acjuaikasured only 38,131 sq.ft., 1,870 sq.ft. less than the amoul
stipulated in the agreement. This excess resulted in an overpayment of $7.1 million to date.
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Building 2; Parking Shed (MLGCD)

3.2.122 Further, included in the 38,130.81 sq. ft is a parking sheferred to as Building-2vith an area of 1,413.1
sq. ft- six parking spaces. Contrary to our expectation, this area was not negotiated separately from the offig
and attracted a cost of $2.7 million per annum; being $1,900 per sq. ft. We were fonahdaby the NLA that
market rate of $8,500 per month per parking space can be applied to this Parking Shed. Consequently, th
would have locked the Government into an agreement with an attached cost of $2 million per annum above
rates.

3.2.123 Of note, the monthly rental of $1,900 per sq. ft is $700 above the rate the NLA recommended that
be used as basis for the negotiation. In a response dated Decemt31B),he MLGCD indicated that it is n
opposed to having its Techni&srvices Division revisit the measurements.

The Ministry undertook the renovation of the nexdgsed premises under six different contracts.

3.2.124 Citing the fact that it did not receive the requested budgetary support for the activity and seeing th
lease was active, the Ministry utilized funds from existing allocation towards the commencement of the ren
of the leased premises. The MLQGBd the Limited Tender procurement methodology to award contracts ve
Fd bPyodyy YAtEtA2Y YR Pmandtrt YAtEA2YZ Ay NBfLFGAZ2
hFFAOSE YR (KS aAyAraidiSNRna {dzadGSo

3.2125 Fifteen months aftethe signing of the lease, the MLGCD used the Direct ContrgdEimgrgency (DE)
method to engage a contractor on March 15, 2018 to renovate 18 specified areas of the building or 28,53
feet, at a cost of $50.66 million. The contract specifiatiworks would commence March 9, 2018 and end Ma
29, 2018 21 calendar days.

3.2.126 In response to our concern about the reasonableness of completing the renovation of 28,533 sq.
days, the MLGCD indicated tiiatg K Sy (G KS a A yoithe izavdact SnyMa@MNIS R2018, yivhile it wi
appreciated that it was unlikely that all the works would be executed and funds disbursed prior to the er|
financial year 2017/2018, we were hopeful that a substantial amount of work would have ivgéeted through
a revised schedule (facilitated by various arrangements suggested to and accepted by the contractor incl
SYLX 28YSyid 2F [RRAGAZ2YIf LISNER2YYStI 62Nl Ay3 2V

3.2.127 We were uncertain as to how MLB@ssessed the practicality of completing a substantial amount o
renovation of 28, 533 sq. ft, within 21 calendar days. The practical completion was achieved on November |
229 calendar days after the agreed completion date. We deemed thenatiptaprovided as unacceptable as ti
provision of the funds is independent of the due diligence required under the procurement guidelines.

3.2.128 Further, the MLGCD only had 12 gldyased on the signed date of the contract within which to exe(
and settle the contract, in the context of the Treasury-efitdate of March 27, 2018. In that regard, up to Mar
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27, 2018, the MLGCD had only expended $15 million of the allocated funds. Consequently, in keeping
constitutional requirement, the b@ance had to be returned to the Consolidated Fund. The larger portion o
contract sum was paid between April and October 2018, which means that MLGCD utilised funds fi
2018/2019 budget period to offset the renovation cost.

3.2.129 ConsequentlyMLGCD denied itself the assurance of value for money for the renovation of the |
premises as the procurement opportunity was not open teegistered and qualified contractors.

Variations; Change to the Original Contract Scope

3.2.130 Further to the aforementioned, as at November 16, 2018, the MLGCD presented evidence col
variations totalling $30 million to the original contract, effectively varying the contract value to $80.66 millio
of the variations of $24.2 million regsents 47.8 per cent of the original contract sum and included electrical \
that the MLGCD indicated were required to rectify increased electrical demand. The scope and cost of the |
indicate poor project planning and design as considerathoyuld have been given to the electrical capa
necessary to house the Ministry and accommodate its related activities.

3.2.131 To exacerbate the matter of poor planning, the Permanent Secretary (PS) did not approve the ag
works until the worlhad been completed. In fact, the Permanent Secretary signed the first two variation ord
{SLWGSYOSNI HYZ HnamyX SAIKEG RFEe&a FTFGSNI GKS aiyArad

FYR / FoAySiQa Sy R2NHSBMSwriatonsa [SINGES5 §2 G F 25 i dzWE Sik2 2

variations undermines the accountability and transparency principles as the Cabinet and the NCC were di
opportunity to scrutinize changes to the original scope of the projecfiaancial obligations to the GoJ

3.2.132 The Ministry indicated that a number of project meetings were convened and further investigations
conducted into this matter, with a view to initiate disciplinary proceedings against any offending Tifiécktinistry
also indicated that in response to our report, internal control systems and mechanisms will be implemente
end of the financial year inclusive of standard operating procedures to streamline and guide these projectg

3.2.133 The MLGD has since indicated that the endorsement of the NCC and Cabinet are being retroactively
for all variations as the total variation cost is now confirmed to be included in the submissions to Cabinet
NCC for discussion at the upcoming meeting

Table 13Variation Costs on Contracts

Contractor Contract Details Contract Sum Variation Revised Contract Sum

($) ($) (value of Works to date)
(©)

Contractor No. 1 Construct Guard House 1,698,053.16 35,667.40 1,662,385.76

Refurbish Human 9,108,174.00 233,560.00 8,874,614.00

Resources Offices .
Contractor No. 2 Chain link 1,998,931.81 121,736.50 187719525  Source: AUGD review of

fencing (68m long) a[ D/ ecods

Screeding of Main Roof and 3,662,132.00 3,525,984.00

Balcony Floor

Renovation of Building 50,658,725.00 1,908,525.20 84,341,583.09

7,559,596.60

24,214,736.29

Contractor No. 3 Lot 1- Ministers Suite 3,546,069.46 0 3,546,069.48
Lot 2- PS Offices 7,226,488.22 500,000.00 6,726,488.22
77,898,573.65

4 Includesthe constructon of a homework ceme on the leased premises ($1.5million), Conference Room totalling $3.1 fikiod Tyrolean
finish inUrban Planning Unit ($1rillion)

5 included electrical works that the MLGCD indicated were discovered upon occupation of the building.
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¢KS aAYyAAadNBQA LR2NI Y2YAOG2NAY3 [ yR SESOdzirA2y 27
the projected completion date on the major renovation contract and occupation of the building

3.2.134 Phase one, two and three contracts which should have been completed on November 30, 2017, |
12, 2018 and March 29, 2018 were instead completed on September 28, 2018, September 20, 2018 and N
16, 2018, respectively. The tardiness in compjetie contracts resulted in average time overrun of 250 days.
has resulted in rent being paid for unoccupied space between the projected completion date on the major |
of March 29, 2018 and the date of occupation, September 20, 2018. The Mif@@Ed us that the time overrul
on the main contract was attributed to additional work.

3.2.135 The MLGCD subsequently indicated that the leased property was utilized on occasions to hos
meetings and to accommodate three units for periquigr to September 2018.

MLGCD undertook capital improvements of approximately $8.3 million
3.2.136 The MLGCD awarded two contracts to the contractor of phase three to:

() screed the main roof and balcony of the leased premises at a cost of $3.66hwHid
(ii) erect a 68metre-long dividing wall withchairtlink fence and block wall base between the lea
location and the adjoining premises owned by the landib= cost of $2 million.

3.2.137 The lease agreement includes a clause for both patieshare the cost of erecting a dividing wall in e(
AaKIFNBaszx adzeaSOid G2 | 3INBS YWefdunding evideNde that thaMLE SDihadSaSwyi
agreement with the Landlord before it erected thec@@etre-long dividing wall at a cost approximately $2 million
Thereby exposing the Government to the risk of not recouping $1 million, which would have been j
recoverable under Section 6(4) of the Lease agreement. Further, by way of correspondence dated Dec
2016, NLA advisethat the MinistyWa K2 dzf R O2y A RSNJ AF GKA& A& | Of |
as such expenditure is likely to yield Jin§ Ny 6 Sy SFAdGa (2 GKS fIyRf2NR |

32138 LYy | RRAGAZ2Y {&ccdpténSe ofng dolvice mravided ByNLA in relation to not agreein
absorb partial cost to erect a wall, the MLGCD failed to comply with the clause that would allow it to partially
the cost.

3.2.139 The MLGCD as part of this contract, constructed a homkevemtre at a cost of approximately $1.5 milli¢
Thus adding to the physical structure of the building. We saw no evidence that the Landlord was consulte
the erection of the structure. Consequently, the cost was borne by MLGCD. MLGCD hasisettéhatithe space
will not be used for its initial interhomework centreinstead the Board of Supervision, which was already alloc
a space has been -assigned to the newly constructed area. There was no evidence that MLGCD had
constrairt and the Ministry did not provide us with a rational for undertaking the cost associated wit
construction.

a[D/5 RAR y2(t SESNDA&S RdzS OLNB Ay SESOdziAy3d (K|
3.2.140 Our review disclosed that ¢hcontract agreement for the screeding of the main roof and balcony
signed by senior officer in the Technical Services Unit of the MLGCD before the approval of award of the ci
the Permanent Secretary. Additionally, the contract agreemeptfase two did not include a contract period @
five contracts awarded for $27 million did not include a liquidated damages clause. Accardingly, D2 @S

interest was not protected against overrun in the event the contractors were deemed negidgeatso noted thaf
retention was not deducted from the contracts related to the screeding of the main roof and balcony g

6 To achieve the proper grading and slope on the concrete surface.
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erection of the dividing wall. As such, if defects occurred following the completion of the contracts, MLG(
have tobear the cost to remedy these defects or pursue legal action.

Tablel4: Contract Detailg Renovation Works

Confract Contractor Procurement Contract Contract Sum Contract Startdate = Completion Practical Time
Phase Methodology Details %) Date Date asper  Completion =~ Overrun
Contract Certificate (days)
date
Phase 1 = Contractor 1 LT Construct 1,698,053.16 January 27, February February April 7,
Guard House 2017 1, 2017 28, 2017 2017
LT Refurbish 8,874,614.00 November November November September 301
Human 15, 2017 16, 2017 30, 2017 28, 2018
Resources
Offices
Contractor 2 DCGE Chain link 1,998,931.81 Not seen February February March 30,
fencing (68m 1, 2017 17, 2017 2017
long)
LT Screeding of 3,662,132.00 May 22, January February July 2
Main Roof 2017 25, 2017 19, 2017
and Balcony
Floor 1, 2017
Phase 3 DCE Renovation 50,658,725.00 = March 15, March 9, March 29, November 229
emergency 2018 2018 2018 16, 2018
Phase 2 Contractor 3 LT Lot 1- 3,546,069.46  March 8, Not stated Not stated September 219
Ministers 2018 20, 2018
Suite
Lot 2-PS 7,226,488.22
and other
Offices
77,898,573.65

{2dNDSY ! dD5 Wi NBGASSE 2F a[D/5 NBO2NRA

Recommendations

32141 ¢KS a[D/5Qa TFlIAfdz2NB (2 IRKSNBE (2 GKS NBfSQ
heightened risk of financial losses and the achievement of value for money has been compromised.

3.2.142 We advised MLGCD to implement robust contrslesyis that will ensure strict adherence to the Law i
D2OSNYYSyGiQa 3IdzARSEAYSa FyR (2 LINRGSOG GKS Lz

3.2.143 The MLGCD should negotiate with the Landlord, who will also benefit from the construction of tk
with the aim ofrecovering a portion of the cost. Failure to recover will render the responsible person(s) lii
surcharge proceedings, which | will be recommending in keeping with Section 20 of the FAA Act.

3.2.144 In relation to the excess square footage that Hegsliin the overpayment of rent, the AuGD is plad
reliance on the measurements done by NLA and therefore recommend that the overpayment of $7.1 m
immediately recovered. Accordingly, | will be recommending surcharge proceedings pending dppaoticia
being taken by the Accounting Officer.

7 The Procurement Guidelin@sithorizethe use of the direct contracting ethodology for contracts valued up to $500,000. This threshold was
increased to $1.5 million via MOFP circular No. 27 dated September 28, 2016.
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Appendices

Appendix k! dzZRA G2 NJ DSYSNI f Q&

Page Number :1
30/07/2018
10:05

Financial years : 02 (2017/2018)
cial Pattern : 11 - Recurrent

Auditor General Depariment - 2016

40 Knutsford Boulevard

Appropriation Account by Activity - Selected Items ONLY

n -Voted
Period Number: 1 (Close) To : 13 (Close) (Apr 01 2017 - Jun 30 2018)

Ly dzZRA G S

R CAYIl yOAL f

Function E Sub-Function Z Programme
Sub-Progamme - Project - Sub-Project
Activity -
Original Supplimentary Estimates Revised Total Net Variance
Code D Estimate First Second Third Estimates i Less Than More Than Net Variance
Function 01-General Public Services
Sub-Function 99-Other General Public Service
001 ive Direction & inis
Sub-Programme 20-Audits
Project 0000-NA
Sub-Project 00-NA
Activity 0005  Direction and Administration
208,716,000.00 ~19,000.00 4,759,000.00 00.00 213,456,000.00  201,054,389.88 12,401,610.12 00.00 12,401,610.12
Activity 0007  Regional Organisation (Membership fees, grants and contributions)
194,000.00 00.00 00.00 00.00 194,000.00 162,701.68 31,298.32 00.00 3129832
Activity 0280  Administration of External Audit Services
440,008,000.00 00.00 15,549,000.00 __ 00.00 455,557,000.00  449,539,202.76  6,017,797.24 00.00 6,017,797.24
Total for Sub-Programme 20 Audits
648,918,000.00 -19,000.00 20,308,000.00 00.00 669,207,000.00  650,756,294.32 18,450,705.68 00.00 18,450,705.68
Total for Programme 001 Executive Direction & Administration
648,918,000.00 -19,000.00 20,308,000.00 00.00 669,207,000.00  650,756,294.32 18,450,705.68 00.00 18,450,705.68
Total for Sub-Function 99 Other General Public Service
648,918,000.00 -19,000.00 20,308,000.00  00.00 669,207,00000  650,756,29432  18,450,705.68  00.00 18,450,705.68
Total for Function o1 General Public Services
648,918,000.00 -19,000.00 20,308,000.00 00.00 669,207,000.00  650,756,294.32 18,450,705.68 00.00 18,450,705.68
Total for Fin. Pattern : 11 - Recurrent -Vot 648,918,000.00 -19,000.00 20,308,000.00 00.00 669,207,000,00  650,756,294.32 18,450,705.68 00.00 18,450,705.68
Less 00.00 00.00 00.00 10,000,000.00 9.524,677.67 475322.33
NET 638.918,000.00 -19,000.00 20308,000.00  00.00 659,207,000.00  641,231.616.65 17.975.383.35
ccounting Officer
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