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Hon. Mr. Manzoor Nadir

Speaker of the National Assembly

Parliament of the Co-operative Republic of Guyana
Parliament Office

Public Buildings

Brickdam

Georgetown.

Dear Mr. Speaker,

REPORT OF THE AUDITOR GENERAL TO THE NATIONAL ASSEMBLY
ON THE PUBLIC ACCOUNTS OF GUYANA AND ON THE
ACCOUNTS OF MINISTRIES., DEPARTMENTS AND REGIONS
FOR THE FISCAL YEAR ENDED 31 DECEMBER 2019

In accordance with Article 223 (3) of the Constitution of the Republic of Guyana, 1 am pleased to
submit the attached report on the Public Accounts of Guyana and on the Accounts of Ministries,
Departments and Regions for the fiscal year ended 31 December 2019,

The report is required to be laid before the National Assembly, and | would very much appreciate if
this is done at the earliest opportunity.

With best regards.




MISSION STATEMENT

As the Supreme Audit Institution of the State we are committed to the promotion of good governance
including openness, transparency and improved public accountability through:

1. The execution of high quality audits of the public accounts, entities and projects assigned
by the Audit Act.

2. Timely reporting of the results to the legislature and ultimately the public.

3. Ensuring that the independence, integrity and objectivity of the Audit Office is recognized.

4. The provision of cost effective service by the implementation of the most up-to-date Audit
Practices.

5. The recruitment and retention of the best qualified personnel to achieve set targets, on a

sustained basis.

6. Developing professional relationships with our clients, and producing reports which
facilitate improvements in their operations.



Auditor’s General Remarks

The Audit Office of Guyana since its establishment in 2004 by the Audit Act of 2004 has strived to promote
good governance, transparency and improved public accountability. In this regard the Audit Office
continually ensured that the most up-to-date operating procedures, professional practices, technical
standards, and modern technology are incorporated and utilized in the execution of audits. However,
despite all the modern technology and improved standards nothing could have prepared us for the
challenges of auditing presented by the COVID -19 Pandemic facing the World.

As a result of the pandemic affecting the country and the related measures under the Public Health
Ordinance which included rotation of workers and travel restrictions, our access to Regions 1, 7, 8 9 and
10 and physicals verification of projects in these Regions could not have been undertaken resulting in severe
limitation in scope of these audits. In addition, there were limitations in scope of the audits conducted at
Ministries and Departments due to minimal staff on duty, the need to prioritize their restricted hours of
work and limited physical interactions as mandated by the Government which resulted in access to records
and documents for audits being inadequate. Nevertheless, the Audit Office of Guyana, although faced with
these challenges and risk of exposure to the virus by staff was still able to complete a substantial amount of
work in order to submit our report.

As the COVID-19 pandemic continues, the Audit Office is facing new and unique challenges in performing
audits. There has never been a time throughout the entire history of our world when the need for
Government to move from a manual system and paper-based payments to a computerized system and
electronic payments is of equivalent importance to auditors and Government alike. Now, more than ever
the Audit Office has to rely on technology in performing audit procedures. This makes it more challenging,
as we may not be able to physically observe all processes. The requirement to access everything remotely
and electronically with limited IT capabilities affected both the Audit Office and its auditees.

In going forward, the response to the global pandemic and its associated economic impact, provides
not only a challenge to Government to ensure a careful balance with accountability, transparency and
integrity in their response mechanisms but an even greater challenge to the Audit Office to maintain
public financial management discipline and address increased levels of waste and mismanagement
when resources are under significant pressure.

As such, the demand for the skills required to provide advice on critical government rules and
regulations and contribute to the safeguarding of government funds will therefore multiply
tremendously, as such, our partnership with Global Affairs Canada and the Canadian Audit and
Accountability Foundation has placed us in a position to respond to this opportunity. Our enhanced training
in this regard will ensure that we play a key role in the different stages of this COVID-19 crisis. As the
Government try to implement speedy responses to this crisis, no doubt crucial oversight and key
controls will be compromised. As such, it is critical that the Audit Office is equipped to provide
assurance on the use of funds and assess the economy, efficiency and effectiveness of the national
responses.
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REPORT OF THE AUDITOR GENERAL
ON THE PUBLIC ACCOUNTS OF GUYANA AND ON THE
ACCOUNTS OF MINISTRIES. DEPARTMENTS AND REGIONS
FOR THE FISCAL YEAR ENDED 31 DECEMBER 2019

I have audited the Public Accounts of Guyana, which comprise the Consolidated Financial Statements,
the Accounts of all Budget Agencies, the Appropriation Accounts and the Statements of Receipts and
Disbursements of Ministries, Departments and Regions for the fiscal year ended 31 December 2019,
as set out on pages 524 to 598 of Volume I and 2/1 to 2/212 of Volume I1.

Opinion

In my opinion, the Schedule of Issuance and Extinguishment of all Loans, Schedule of Government
Guarantees and Statement of Contingent Liabilities presents fairly, in all material respects the Loans
Issued and Extinguished, the Liabilities Guaranteed by the Government and the Contingent Liabilities
as at 31 December 2019.

Disclaimer of Opinion

[ do not express an opinion on Financial Report of the Deposit Fund, Receipts and Payments of the
Contingencies Fund and the Statement of Assets and Liabilities of the Government which form part of
the Consolidated Financial Statements. Because of the significance of the comments as contained in
the relevant sections of my report, I have not been able to obtain sufficient appropriate audit evidence
to provide a basis for an audit opinion on these statements for the fiscal year ended 31 December 2019,

Qualified Opinion

In my opinion, except for the effects of the matters which might have shown to be necessary as a result
of the observations contained in the relevant sections of my report, the Financial Statements present
fairly in all material respects, the End of Year Budget Outcome and Reconciliation Report of the
Consolidated Fund, the financial information necessary to present fairly the financial transactions and
financial position of the State and the Schedule of Public Debt for the fiscal year ended 31 December
2019.



Basis for Opinion

[ conducted my audit in accordance with International Standards on Auditing (ISAs) issued by the
International Federation of Accountants (IFAC). the International Standards of Supreme Audit
Institutions (ISSAIs) and in accordance with Sections 24 and 25 of the Audit Act 2004. My
responsibilities under those standards are further described in the Auditor’s Responsibilities for the
Audit of the Consolidated Financial Statements, the Accounts of all Budget Agencies, the
Appropriation Accounts and the Statements of the Receipts and Disbursements of Ministries,
Departments and Regions section of my report. I am independent of the Ministries, Departments and
Regions in accordance with the ethical requirements that are relevant to my audit of the financial
statements in Guyana, and 1 have fulfilled my other ethical responsibilities in accordance with these
requirements. I believe the audit evidence 1 have obtained is sufficient and appropriate to provide a
basis for my opinion.

Responsibilities of the Heads of Budget Agencies and Those Charged with Governance for the
Financial Statements

The Minister of Finance, the Accountant General and the Heads of Budget Agencies are responsible
for the preparation and fair presentation of the financial statements in accordance with the applicable
Laws and Regulations, and for such internal control as the Accountant General and the Heads of Budget
Agencies determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

Those charged with governance are responsible for overseeing the financial reporting process.

Auditor's Responsibilities for the Audit of the Consolidated Financial Statements, the Accounts of all
Budget Agencies, the Appropriation Accounts and the Statements of the Receipts and Disbursements
of Ministries, Departments and Regions

My objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes my opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs and ISSAIs will always detect a material misstatement when
it exists. Misstatements can arise from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

As part of an audit in accordance with ISAs and ISSAIs. I exercise professional judgement and
maintain professional scepticism throughout the audit. I also:

° Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
my opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.



. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Heads of the Budget
Agencies.

. Evaluate the overall presentation, structure and content of the financial statements,

including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

1 communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that I identify during my audit.
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REPORT OF THE AUDITOR GENERAL
ON THE PUBLIC ACCOUNTS OF GUYANA AND ON THE
ACCOUNTS OF MINISTRIES, DEPARTMENTS AND REGIONS
FOR THE FISCAL YEAR ENDED 31 DECEMBER 2019

This annual report provides a summary of the audit results of the examination of the Public Accounts
Statements and of the Accounts of the Ministries, Departments and Regions for the fiscal year ended 31
December 2019. Where necessary, reference is made to the accounts and transactions of prior years.
Information is also provided on other audits conducted on various entities (Statutory Bodies, Public
Enterprises, Trade Unions, Constitutional Agencies and Projects funded by way of Foreign Loans or
Grants), for which separate audit reports were issued.

HIGHLIGHTS OF REPORT

This part of the report highlights the major findings noted during the course of the audits of the accounts of
the Ministries, Departments and Regions, and of the Public Accounts Statements for the fiscal year ended
31 December 2019, and on the status of my prior year recommendations.

Overpayments on Contracts

1. Overpayments amounting to $199.381M were made in respect of four contracts administered by
Ministry of Finance, Ministry of Public Telecommunications, Guyana Defence Force and Transport and
Harbours Department in 2019. Included in the $199.381M are amounts totalling $145M and $25.529M,
which were overpaid on the rehabilitation of the Leguan Stelling, and expansion of offices at the Civil
Defence Commission Headquarters, respectively.

Advance Payments

e Ministry of Education

2. With respect to the construction of St. Rose’s High School, two advance payments totalling
$81.869M were paid to the contractor despite no significant works being completed. At the time of reporting
in November 2020, only one employee of the contractor was on site.

3. A contract was awarded on 31 December 2019 by NPTAB for the construction of a Secondary
School at Yarrowkabra, Linden Highway in the sum of $827.756M. A request to the Finance Secretary for
multi-year approval was seen dated 31 December 2019, the same date the contract was awarded. A
mobilisation advance in the sum of $26.041M was paid to the contractor on 7 January 2020. This contract
has since been terminated.

e  Ministry of Public Telecommunications

4. The Ministry of Public Telecommunications approved an advance payment of $17.171M and an
Interim Payment of $31.829M, on the same date, for renovations and functional enhancements to a Call
Centre Building at Linden, Region Ne. 10. Further, the contract between the Ministry and the contractor
was signed one day after the advance and interim payments were approved.

Capital Works Charged to Current Expenditure

5. Payments totalling $67.473M were made for capital works but charged to current expenditure,
thereby breaching the FMA Act. Seven such payments totalling $54.358M representing approximately 81%
were made under Ministry of Public Infrastructure.



Negligent Supervising Consultants

6. Several instances were noted whereby Supervising Consultants failed to administer contracts in the
best interests of the Ministries/Departments. In particular:

The Ministry of Public Telecommunications made full payment on a contract to an
Engineering Firm for design and supervision services for the renovations and functional
enhancements to a Call Centre Building at Linden, Region Ne. 10. However, our physical
verification on 4 September 2020 revealed that there was no representative from the
Consultant on site to supervise the works. Further, the roof sheeting installed did not meet
the specifications in the contract, while materials valuing $16.249M already paid for, were
not on the site.

The Ministry of Education made full payments on a contract to a Consultant for design and
supervision services for the construction of St. Roses Secondary School, which included
the foundation designs. However, the foundation was later deemed inadequate and the
Ministry had to engage the services of two additional Consultants to redesign the
foundations for the School.

With respect to the construction of Ministry of Finance New Annex Building, an advance
payment of $64.55M was made to the contractor in 2017. As at 31 December 2019,
$26.506M out of the $64.55M was still not recovered. Further, the Bond provided for this
remaining balance expired since 30 December 2019.

The Ministry of Public Health engaged a Consultant to provide supervision services for the
construction of its Head Office Building Phase 1. All valuations for payment were prepared
without any breakdown of the works being paid for at the time. Instead, only a summary
sheet with the sums being paid for was prepared and submitted by the Consultant
recommending payment to the contractor. In addition, it was noted that payments totalling
$26.408M were made as lump sums for variation works which, as a consequence, could
not be measured and quantified.

The Supervising Consultants engaged by the Guyana Defence Force and the Ministry of
Finance for supervision services for the expansion of offices at Civil Defence Commission
Headquarters, and the construction of Ministry of Finance New Annex Building,
respectively, prepared and recommended full payments in several instances for works
which were not completed by the contractors at the time.

Special Investigations

Procurement of Birth Certificates

7. The Ministry of the Presidency entered into two contracts totalling $18.599M for the supply of
100,000 birth certificates, after it sought and was granted approval by NPTAB to use the single source
method of procurement. At the time of this report, a special investigation was being conducted into the said
acquisition of birth certificates.



e Sustainable Livelihood Entrepreneurial Development (SLED)

8. Amounts totalling $249.997M were expended under the SLED Programme as at 31 December
2019, of which $169.555M were issued to Region Ne. 9. Audit examination of a sample of Beneficiaries’
Files revealed that application forms were not completed despite it being a requirement. In addition, no
criteria or checklist was seen as utilised for the appraisal and approval of grants. As a result, it was difficult
to ascertain the reason(s) for granting approval to the Beneficiaries. At the time of this report, a special
investigation was being conducted into the SLED Programme.

o Legal Fees

9. Despite having a Solicitor General, one Deputy Solicitor General, two Assistant Solicitors General
and six State Counsels in its employ, the Ministry of Legal Affairs paid amounts totalling $99.650M on
Legal Fees/Retainer Agreements to three Law Firms and seven external Attorneys-at-Law. At the time of
this report, a special investigation was being conducted on Legal Fees expended.

e Leguan Stelling

10. Payments in excess of $145M were made for works not done in relation to the rehabilitation of the
Leguan Stelling. Moreover, as of January 2020, payments totalling $199.435M were made on the contract,
which was awarded in September 2018 in the sum of $413.259M. However, an undated and unsigned
valuation, purportedly prepared by a Consultant and submitted for audit by T&HD stated that the actual
value of works completed on site was $53.064M, while our estimated value of works completed as of
August 2020 was $50.970M. At the time of reporting in November 2020, the works were still in progress,
even though the estimated completion date was over one year ago. It should be noted that the Audit Office
is conducting a special investigation on this Project.

e Presidential Grants

11. Presidential Grants amounting to $230.392M were processed for 202 Village Councils who had
submitted proposals for funding of projects, which included the acquisition of goods, provision of works,
and services. Due to the COVID-19 guidelines and restrictions, the Audit Office was unable to visit the
Village Councils to examine the relevant records for the projects. Verification of goods acquired and works
completed could also not be done. As such, the Audit Office requested the Ministry to provide the relevant
records from the Councils. However, 180 or approximately 89% of the 202 Councils did not submit reports.
Total payments to these 180 Councils amounted to $203.992M.

Public Accounts Statements

e NICIL Bond

12. The Government of Guyana and Hand in Hand Trust Corporation Inc. signed a contract on 24 May
2018 to guarantee a fix rate bond 2018-2023 in the sum of $30 billion. The proceeds of the bond are to be
exclusively applied by National Industrial and Commercial Investments Ltd. (NICIL) for financing
GUYSUCO long term project and capital expenditure. The Government guarantees the sums due and
payable under the bonds on the condition that the total amount recoverable shall not exceed $30 billion.
According to the Schedule of Government Guarantees as at 31 December 2019, amounts totalling $17.600
billion were disbursed and $1.760 billion was repaid on the principal reducing the outstanding liability for
this loan to $15.840 billion.
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e Overdraft

13. The New Consolidated Fund Account (407) continued to be funded by an additional liability
($67.898 billion) to the Government through the issuance of Treasury Bills (F-Series - 182 days and G-
Series - 364 days). The Consolidated Fund had an overdraft of $64.448 billion at the end of 2018. Payments
in excess of receipts made from this account increased the overdraft to $128.724 billion during 2019, which
was subsequently reduced to $60.826 billion at the end of December 2019. It should be noted that the
issuance of new Treasury Bills should have been deposited into the Monetary Sterilisation Account and not
the Consolidated Fund Account.

e Receipts and Payments of the Contingencies Fund

14, Seven advances totalling $4.150 billion, as shown in table below, were drawn from the
Contingencies Fund and used for routine expenditure. As such, the advances did not meet the criteria
defined in Section 41(3) of the FMA Act and remained un-cleared at the time of reporting in November
2020.

Advances Date of Ministry/Region Amount
Ne. Advances $°000

1 29/07/2019 | Ministry of Public Infrastructure 460,000
2 10/10/2019 | Ministry of Public Infrastructure 1,250,000
3 20/11/2019 | Ministry of Communities 2,176,998
4 22/11/2019 | Ministry of Public Health 13,875
5 2/12/2019 | Ministry of Public Infrastructure 40,000
6 4/12/2019 | Region 6 30,000
7 30/12/2019 | Ministry of Agriculture 179,370

Total 4,150,243

e Shortfall of Capital Expenditure

15. Shortfalls of capital expenditure totalled $10.535 billion. These were attributed mainly to delays
and slow progress in the execution of various projects, such as:
i. East Bank - East Coast Dem Road Linkage
ii.  Modernisation of Primary Health Care System
iii.  Road Network & Expansion Project
iv.  Skills Development and Employability Project

v.  Renewable Energy Improvement - Power Project

Cheques drawn on and after 31 December 2019

16. A total of $15.987 billion in cheques were drawn on 31 December 2019, and 2 to 7 January 2020
for expenditure relating to the financial year 2019. Of these cheques, a total of 1,960 and 12,177 amounting
to $3.098 billion and $12.890 billion were drawn on 31 December 2019, and on 2 to 7 January 2020,
respectively.

vii



Cheques on Hand

17. Up to the time of audit in 2020, a number of Ministries, Departments and Regions still had cheques
on hand which should have been refunded to the Consolidated Fund as at 31 December 2019, and the
necessary adjustments made to the Appropriation Accounts. In this regard, 588 cheques totalling
$713.942M were still on hand. Of this sum, 273 cheques totalling $569.686M were in relation to Ministries
and Departments, while the remaining 315 totalling $144.256M were in relation to Region Nes. 2, and 4 to
9. As a result, the Appropriation Accounts were overstated by $713.942M.

Economic Fund/Economic Project

18. Region Nes. 2, 5 and 6 operated Economic Projects on a cost recovery basis with the objective of
making a profit. However, these ventures were inadequately managed and supervised. Region Ne. 2 had
three advances totalling $194,000 outstanding, while Region Ne. 6 incurred a loss of $7.510M and did not
present payment records to substantiate expenditure of $3.396M. Most notably however, was Region Ne. 5,
which operated a farm to provide agro-supplies to schools and hospitals and offer employment for persons
in the Region. This farm planted and sold cash crops. However, records to substantiate the operations of
this venture revealed that amounts totalling $92.480M were invested for the years 2016-2019, whilst only
$165,000 were realised as profit for the year 2019.

Un-presented Payment Vouchers

19. Seven hundred and forty-four Payment VVouchers totalling $864.419M were not presented for audit,
resulting in the limitation of scope. Three hundred and four totalling $259.472M were in respect of Ministry
of the Presidency, Guyana Defence Force and Ministry of Public Security, while 436 valued $576.168M
were in respect of the Regions. Included in the amounts for the Regions were 426 Payment VVouchers valued
$545.276M for Region Ne. 5, which is approximately 95% of the total value of unpresented vouchers for
the Regions. As a result, it could not be ascertained whether value was received for the sums involved, and
whether the funds were used for the purposes intended.

Procurement of Drugs and Medical Supplies

20. Twelve Inter-Departmental Warrants totalling $1.935 billion were received by the Ministry of
Public Health from the ten Administrative Regions for the procurement of drugs and medical supplies.
Financial Returns from the Ministry indicated that the entire sum was expended. Although drugs and
medical supplies were received by the Regional Administrations, the costs were not stated on the
documentation that accompanied the deliveries. As a result, we could not ascertain whether the Regions
received drugs and medical supplies valued $1.935 billion.

Breaches of the Procurement Act

21. Breaches of the Procurement Act were discovered in relation to Region Nes. 1, 2, and 6, and seven
Ministries and Departments where contracts were incorrectly awarded using the Single Source and
Restricted Tendering methods of procurement instead of National Competitive Bidding.
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Fuel and Lubricants

22. The Guyana Defence Force had severe shortcomings with respect to the purchase, reconciliation,
and storage of fuel. In this regard, 887,800 litres of fuel valued $181.567M were uplifted by an unauthorised
vehicle. This included twenty-six instances where 2,000 gallons of gasoline were uplifted for the Coast
Guard Headquarters, Ruimveldt, even though the storage capacity at this location was only 1,000 gallons.
At the time of reporting, the matter was being investigation by the Guyana Police Force and the Military
Intelligence Department of the Guyana Defence Force.

High Vehicle Maintenance Cost

23. High vehicle maintenance costs were noted for Ministry of Agriculture, Ministry of Social
Protection, Guyana Defence Force, Ministry of Public Security and Regions Ne. 3 and 6, due to the
Ministries/Departments/Regions not assessing whether it is economical to retain or dispose of vehicles. In
this regard, the sum of $251.619M was expended on repairs and maintenance in respect of one hundred and
eighteen vehicles during 2019.

24, In particular, the Guyana Defence Force expended $91.629M on the maintenance of thirty vehicles,
which represented an average maintenance cost of $3.054M per vehicle. More significantly, ten vehicles
were maintained at costs amounting to $46.429M, which represented an even higher average maintenance
cost per vehicle ($4.643M). Remarkably, one Toyota Hilux Double-Cab acquired over eleven years ago
was maintained at a cost of $7.185M; whilst, a Ford Ranger was maintained at a cost of $5.660M.

25. Also, a Ford F-350 and Ford Ranger Double Cab were maintained at costs amounting to $6.486M
and $5.599M, respectively. However, based on a list submitted for audit, the Force has deemed these two
vehicles unserviceable.

Cheque Order Vouchers

26. A number of Ministries, Departments and Regions continued to clear Cheque Ordered Vouchers
long after the stipulated time frame. In addition, at the time of audit, 1,259 Cheque Orders totalling $1.862
billion remained outstanding. Of this sum, 722 Cheque Orders totalling $1.283 billion were in relation to
2019, while the remaining 537 totalling $578.756M were in relation to prior years. As a result, we could
not determine whether value was received for all sums expended.

Vacancies within the Public Service

27. An analysis of the employment details for Ministries, Departments and Regions Ne. 1-10 revealed
that the Public Service Commission Staff Vacancy Circular Ne. 1/2019 had advertised a total of 408
vacancies. These vacancies included critical posts, such as, four Regional Health Officers, four Deputy
Regional Executive Officers, eight Regional Education Officers, twenty-seven Engineers and one Director
of Culture, among others. As a result, these critical vacancies would have an adverse effect on the operations
of the Ministries, Departments and Regions, and in particular, the level of control needed to ensure adequate
checks and balances.

Non-delivery of Items to the Ministry of Public Security

28. At the time of reporting, items valued $202.392M paid for were not yet to be delivered to the
Ministry of Public Security. The items included furniture, office and medical equipment.



Employment Costs

29. Employment Costs were over budgeted for 2019. In this regard the Ministries and the ten
Administrative Regions expenditure amounted to $71.301 billion for 31,670 staff. However, according to
the National Estimates, the total funds available under Employment Costs were $73.146 billion for a staff
complement of 29,078. This represents 2,592 staff more than was budgeted for, and $1.845 billion under
the budgeted expenditure.

Guyana Revenue Authority

o Self-employed

30. Self-employed persons continue to be delinquent in filing their Income Tax Returns. During 2019,
86,143, which is approximately 84% of 103,135 registrants, did not file their Returns. It should be noted
that only 16,992 or a mere 16% filed Returns, which totalled $6.036 billion.

e Refundable VAT Returns

31. The sum of $2.004 billion was paid to sixty-two Taxpayers as VAT refunds in respect of the years
2012 to 2019. However, according to TRIPS Report Ne. 213 - Listing of Refundable VAT Returns for the
year 2019, there were still 8,249 refundable VAT returns valued $10.614 billion on hand. In addition, the
total number of refundable VAT Returns for prior years could not have been determined. Similarly, in 2018
the sum of $2.371 billion was paid to seventy-seven Taxpayers as VAT refunds in respect of the years 2012
to 2018, while the TRIPS Report for 2018, stated that there were still 8,529 refundable VAT Returns valuing
$6.083 billion on hand.



Follow-up on the Implementation of Prior Year Audit Recommendations

32. Each year, my Office issues recommendations to Ministries, Departments and Regions that are
designed at improving systems and practices at these entities and improving the Government’s governance
and accountability mechanisms. Five hundred and ninety-three recommendations were made in my 2018
Audit Report. We reviewed each recommendation to determine what action, if any, was taken by the
respective Accounting Officers. At the time of reporting in November 2020, 100 or 17% were fully
implemented, 202 or 34% were partially implemented, while 291 or 49% were not implemented.

33. Overall, 1 am concerned with the lack of action towards the implementation of these
recommendations; since, 83% of the recommendations have not yet been fully implemented. In addition,
in many instances, recommendations are repeated each year without appropriate action and as a result,
weaknesses and issues that impacted negatively on Government’s governance and accountability
mechanisms continue to occur. Once again, | encourage the Government, through the Ministry of Finance,
the Accountant General’s Department and the respective Heads of Budget Agencies to take appropriate
actions and put measures in place to address these recommendations.

Xi



REPORT OF THE AUDITOR GENERAL
ON THE PUBLIC ACCOUNTS OF GUYANA AND ON THE ACCOUNTS OF
MINISTRIES/DEPARTMENTS/REGIONS
FOR THE FISCAL YEAR ENDED 31 DECEMBER 2019

1. Articles 223(2) and 223(3) of the Constitution of the Co-operative Republic of Guyana require that
I audit the Public Accounts of Guyana and the Accounts of all officers and authorities of the Government
(including the Commissions established by the Constitution), the Clerk of the National Assembly, and all
Courts in Guyana and submit my Reports to the Speaker of the National Assembly (hereinafter referred to
as the Speaker) who shall cause them to be laid in the National Assembly.

2. As the External Auditor of the Public Accounts of Guyana, it is my responsibility under Section

24(1) of the Audit Act 2004 (hereinafter referred to as the Audit Act) to conduct: (a) Financial and
Compliance Audits; and (b) Performance/Value for Money (VFM) Audits with respect to:

. The consolidated financial statements.
ii. The accounts of all budget agencies.
i, The accounts of all local government bodies.
iv. The accounts of all bodies and entities in which the State has a controlling interest.

V. The accounts of all projects funded by way of loans or grants by any foreign State or
organisation.

3. Section 24(2) states that in conducting Financial and Compliance Audits, I shall examine in such
manner as | deem necessary the relevant financial statements and accounts, and ascertain whether:

a) The financial statements have been properly prepared in accordance with applicable law,
and properly present the operations and affairs of the entity concerned.

b) The accounts have been faithfully and properly kept.

C) The rules, procedures and internal management controls are sufficient to secure effective
control on the assessment, collection and proper allocation of revenues.

d) All moneys expended and charged to an account have been applied to the purpose or purposes
for which they were intended.

e) Essential records are maintained, and the internal management controls and the rules and
procedures established and applied are sufficient to safeguard the control of stores and other

public property.

4. Section 24(3) states that in conducting Performance Audits I shall examine the extent to which a
public entity is applying its resources and carrying out its activities economically, efficiently, and effectively
and with due regard to ensuring effective internal management control.




5. In addition, Section 74(1) of the Fiscal Management and Accountability Act 2003 (hereinafter
referred to as the FMA Act) requires that | examine and report on the consolidated financial statements that
are to be submitted to me in accordance with Sections 68 to 71 and 73 of the said Act. These consolidated
financial statements consist of:

a) In respect of the Consolidated Fund, including each Fund that is considered to be part of the
Consolidated Fund:

o End of Year Budget Outcome and Reconciliation Report — Sections 68 and 73.
. Statement of Contingent Liabilities — Section 73.
. Such other financial information relating to the fiscal year that the Minister of

Finance deems necessary to present fairly the financial transactions and financial
position of the State — Section 73.

b) Financial Reports of the Extra-Budgetary Funds — Section 73.

C) Financial Reports of the Deposit Funds — Section 73.

d) Financial Reports of other Accounts approved by the Minister of Finance — Section 73.

e) Schedule of Government Guarantees — Section 71.

f) Schedule of Public Debt Outstanding in the name of the Government, other levels of

Government and Public Enterprises — Section 69.

9) Schedule of the Issuance and Extinguishments of all Loans granted by the Government, other
levels of Government and Public Enterprises — Section 70.

6. The Minister of Finance is required to submit the above Statements within four months of the close
of the fiscal year to enable me to audit them and to submit my Report thereon to the Speaker not later than
the 30 September. The Statements referred to above and the Draft Appropriation Accounts were received
on 30 April 2020. The signed Consolidated Financial Statements were received on 26 November 2020.




7.

In accordance with section 73 of the FMA Act 2003 the following Statements were submitted for

audit examination:

Vi.

Vil.

viii.

Xi.

Xii.

Xiii.

8.

End of Year Budget Outcome and Reconciliation Report of the Consolidated Fund
(Revenue) — Sections 68, 73(2)(a)(i).

End of Year Budget Outcome and Reconciliation Report of the Consolidated Fund
(Expenditure) — Sections 68,73(2)(a)(i).

Receipts and Payments of the Consolidated Fund — Section 73(2)(a)(iii).

Expenditure of the Consolidated Fund as Compared with the Estimates of Expenditure —
Section 73(2)(a)(iii).

Expenditure in respect of those Services which by Law are directly charged upon the
Consolidated Fund — Section 73(2)(a)(iii).

Receipts and Payments of the Contingencies Fund — Section 41.
Assets and Liabilities of the Government — Section 73(2)(a)(iii).

Appropriation Accounts of Heads of Budget Agencies — Fiscal Management and
Accountability Regulations 2004 (Appendix B).

Receipts and Disbursements by Heads of Budget Agencies — Fiscal Management and
Accountability Regulations 2004 (Appendix B).

Schedule of Public Debt — Section 69(1).
Financial Reports of the Deposit Funds — Section 73(2)(c).
Schedule of the Issuance and Extinguishments of all Loans — Section 70.

Schedule of Government Guarantees - Section 71(1).

addition to reporting on the Public Accounts and the Accounts of

Ministries/Departments/Regions, | have also provided information with regard to the other areas for which
I have audit responsibilities. These include the audits of public enterprises, statutory bodies, trade unions,
municipalities, local authorities, foreign-funded projects, performance audits and special investigations.

9.

In keeping with Section 27 of the Audit Act 2004, draft reports including findings and

recommendations were provided to the Heads of Budget Agencies who were given thirty days to respond
to the draft report. Further, the relevant sections of this Report were discussed with Heads of Budget
Agencies, the Finance Secretary and the Accountant General, who were also provided with individual
written Reports of my findings and recommendations. In addition, the responses of the Heads of the Budget
Agencies were incorporated in the respective sections of this Report.




END OF YEAR BUDGET OUTCOME AND RECONCILIATION REPORT

(CURRENT AND CAPITAL REVENUE)

10. The End of Year Budget Outcome and Reconciliation Report (Current and Capital Revenue) is
shown on page 524 to 525. This Report reflected a positive variance of $2.263 billion and $1.869 billion
between the estimates of revenue and the actual Government receipts for Current and Capital Revenue

respectively, as shown below:

Description 2019 2018 2017
$°000 $°000 $°000

Current Revenue

Estimated Revenue 238,322,677 201,859,924 | 186,021,987

Actual Receipts 240,585,345 217,016,363 | 195,060,313

Over/(Under) the Estimates 2,262,668 15,156,439 9,038,326

Capital Revenue

Estimated Revenue 31,717,630 31,822,106 31,408,345

Actual Receipts 33,586,759 27,062,046 28,411,713

Over/(Under) the Estimates 1,869,129 (4,760,060) (2,996,632)

Total Estimated Revenue 270,040,307 | 233,682,030 | 217,430,332

Total Revenue 274,172,104 244,078,409 | 223,472,026

Net Over/(Under) the Estimates 4,131,797 10,396,379 6,041,694

Current Revenue
11. Current Revenue collections for 2019 surpassed the approved estimates by a net amount of $2.263

billion. The categories with higher collections of $9.630 billion cushioned the categories with shortfalls of
$7.315 billion. See table below for agencies that surpassed the approved estimates.

Amount Paid
into

Agency Description Approved Consolidated Over
Estimates Fund Estimates

$°000 $°000 $°000
Withholding Tax 14,949,882 22,150,641 | 7,200,759
Capital Gains Tax 180,550 608,908 428,358
Corporation Tax on Public Sector Companies 1,026,371 2,148,404 | 1,122,033
Guyana Revenue Environmental Levy 2,122,216 2,179,008 56,792
Authority Customs and Trade Taxes-Import Duties 21,771,266 22,140,397 369,131
Other Personal Income Tax 0 714,778 714,778
VAT- Import Goods 28,803,794 29,122,884 319,090
Taxes on International Travel 2,670,361 2,826,919 156,558
Sundries 1,084,634 1,661,260 576,626
Ministry of Finance EIVIdendS and Transfers- Special tran_sfers 2,300,000 2,900,000 600,000

rom Statutory and Non-statutory bodies

Ministry of Presidency | Fees and Fines 155,000 249,554 94,554
Ministry of Public Miscellaneous 1,260 275,279 274,019
Security Fees and Fines 779,316 840,973 61,657
Total 11,974,355
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12. Table below reflects the agencies below the approved estimates for current revenue.

Amount Paid
into
Agency Description Approved Consolidated (Under)
Estimates Fund Estimates
$°000 $°000 $°000
VVAT- Domestic Supply 25,529,679 23,373,546 (2,156,133)
Excise Tax- Import on Petroleum 30,065,814 | 29,123,900 |  (1,841,914)
il‘j{ﬁgﬁtseve”“e Pay As You Earn 29210,325 | 28,497,949 (712,376)
Personal Income Tax on self-employed 7,131,542 6,036,130 (1,095,412)
gorporat.lon Tax on Private Sector 36,355,180 34,047,411 (2,307,769)
ompanies
Rents and Royalties 4,568,221 3,889,697 (678,524)
Ministry of Finance Lottery Receipts 600,000 32,500 (567,500)
Interest 1,155,252 814,271 (340,981)
Total (9,700,609)

Ministry’s Response: Central Government current receipts for 2019 surpassed the budgeted amount by
$2.263 billion. The main contributors were internal revenue, dividends and transfers and customs and trade
taxes that exceeded the budgeted amount by $5.307 billion, $400M and $225.2M respectively.

The higher collections from the internal revenue category were withholding tax of $7.201 billion, of which
9.7% were arrears, and public corporation income tax of $1.122 billion; which together more than offset
the less-than projected collections from corporation tax and income tax from self - employed of $3.4 billion.
The higher collections from withholding tax was on account of companies within the Oil and Gas Sector
making payments on remittances, as well as the overall increase in the number of companies making
payments which were 215 compared to 186 companies in 2018.

Public Corporation Tax reported larger revenues on account of payments by companies within the
petroleum sector. Arrears payment was $193.7M. Receipts from dividends and transfers to consolidated
fund increased by $400.4M mainly on account of higher transferred amount by Deeds and Commercial
Registries.

Custom and trade taxes categories grew by $225.2M reflecting higher revenue collections of import duties
of $369.1M and environmental levy of $56.8M. This resulted from higher values of imported commodities
such as petroleum bitumen and lubricating oils as well as the higher number of importers.

Value-added taxes and excise taxes both recorded lower-than expected revenues of $1.657 billion and
$1.404 billion, respectively. The decrease from VAT was within the domestic supply categories by $2.156
billion while the decline in from excise taxes was mainly due to lower collections from imports on
petroleum products by $1.841 billion. The decline of import VAT receipts were on account of lower values
of several categories of commodity such as lubricating oils, petroleum, bitumen, and fuel oil. Revenue
received from domestic supplies were due to lower payments made by companies in the area of
manufacturing and distribution (wholesale and retail trade), and services. Revenue from rent and royalties
were lower-than anticipated by $679M due to lower production by one of the major gold production
companies.
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Capital Revenue

13. Capital Revenue collections for 2019 surpassed the approved estimates by a net amount of $1.869
billion. The categories with higher collections of $11.786 billion cushioned the categories with shortfalls of
$9.919 billion. It should be noted the amounts of $2.427 billion and $7.134 billion for the IDB and IDA
respectively were not budgeted for in 2019. See table below for areas that surpassed the approved estimates.

Amount
Paid into
Description Approved | Consolidated Over
Estimates Fund Estimates
$°000 $°000 $°000
External Grants
EU 2,300,000 2,460,229 160,229
Other Assistance Grants 1,000,000 3,064,894 2,064,894
External Loans
IDA-6286-GY 0 7,133,654 7,133,654
IDB-4698/BL-GY 0 2,426,940 2,426,940
Total 11,785,717

External Loans

IDA-6286-GY First Programmatic Financial and Fiscal Stability Development Policy Credit

14. The Government of Guyana entered into a new loan for First Programmatic Financial and Fiscal
Stability Development Policy Credit in 2018. The agreement was signed on 27 July 2018 for SDR 24.4M
equivalent to G$7.075 billion. According to the Statement of Public Debt for the year ending December
2018 the entire loan amount of SDR 24.4M equivalent to G$7.075 billion was disbursed in 2018. However,
the disbursed amount was not recorded in the Statement of Receipts and Disbursements for the year ending
December 2018. Subsequently, the amount of G$7.134 billion was recorded in the Statement of Receipts
and Disbursements for the year ending December 2019 resulting in a difference of $59M between the
Statement of Public Debt and the Statement of Receipts and Disbursements.

15. Further, as a result, the Statement of Receipts and Disbursements for 2018 was understated by
G$7.075 billion and 2019 overstated by G$7.134 billion.

IDB-4698/BL-GY Strengthening the Energy Sector

16. The Government of Guyana entered into a new loan for Strengthening the Energy Sector in 2018.
The agreement was signed on 10 December 2018 for US$11.640M equivalent to G$2.427 billion.
According to the Statements of Public Debt for the years ending December 2018 and 2019 amounts of
US$5.820M equivalent to G$1.213 billion and US$5.820M equivalent to G$1.213 billion was disbursed in
2018 and 2019 respectively.

17. Further, as a result, the Statement of Receipts and Disbursement for 2018 was understated by
G$1.213 billion and 2019 overstated by G$1.213 billion.

18. The amount of G$1.213 billion disbursed in 2018 was not recorded in the Statement of Receipts
and Disbursements for the year ending December 2018. Subsequently, the amounts of G$1.213 billion and
G$1.213 billion totalling G$2.426 billion for the years 2018 and 2019 respectively were recorded in the
Statement of Receipts and Disbursements for the year ending December 2019.
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Ministry’s Response: The IDB revenues were received from a Policy Base Loan and the loan was disbursed
in two tranches and recorded in 2019. In addition, the Development Policy Credit from the World Bank
(IDA) and the disbursement was recorded by the Government of Guyana in 2019.

19. Table below reflects areas under the approved estimates for Capital Revenue.
Amount Paid
into
Line Item Description Approved Consolidated (Under)
Estimates Fund Estimates
$°000 $°000 $°000

Miscellaneous Capital Revenue
5711 | HPIC Relief | 980,786 | 0] (980,786)
External Grants
5750 Germany- Guyana Protected Areas System 150,000 57,326 (92,674)
5763 CDB 936,318 458,302 (478,016)
5768 Japan 1,021,205 586,339 (434,866)
5766 IDB 907,284 730,858 (176,426)
5761 Norway(R.E.D.D Investment Fund) 1,400,000 1,287,548 (112,452)
5777 IFAD 100,000 14,441 (85,559)
5778 Islamic Development Bank 45,083 0 (45,083)
5782 EU 2,026,545 1,984,686 (41,859)
5760 CDF 50,000 36,000 (14,000)
5770 Mexico 10,000 0 (10,000)
External Loans
5811 CDB 2,650,000 1,633,851 | (1,016,149)
5818 India 3,703,379 159,027 | (3,544,352)
5814 IDB 7,419,500 5,731,948 | (1,687,552)
5822 Islamic Development Bank 600,000 0 (600,000)
5813 IDA 1,740,000 1,320,554 (419,446)
5821 CDF Project loan 280,000 183,379 (96,621)
5815 IFAD 100,000 17,229 (82,771)

Total (9,918,612)

Ministry’s Response: Capital Revenue reflected a negative variance of $8.7 billion (External Loans and
Grants only) which was a result of challenges faced in execution ranging from delays in fulfilling conditions
precedent to disbursement to poor contractors’ performance.
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Other Assistance Grants - ExxonMobil Signature Bonus

20. The Government of Guyana received the sum of US$18M or G$3.717 billion from ExxonMobil as
a signing bonus. This amount was deposited into the Ministry of Finance ExxonMobil Account Ne.
845L.5086 at Bank of Guyana. The Bank maintained a Cash and Investment Accounts to independently
account for proceeds from investments. During the period 9 to 17 November 2016, amounts totalling
US$15.831M or G$3.269 billion were transferred to the Investment Account and expended to purchase
overseas bonds. The balance of US$2.176M or G$449M remained in the account Ne. 845L.5086.

21. The Government of Guyana earned interest of US$498,775 or G$103.629M from its investments
during the period 9 November 2016 to 31 December 2018, while account Ne. 845L.5086 interest totalled
US$2,889 or G$598,443.

22. On 28 December 2018, the Ministry of Finance instructed the Bank to transfer the sum of
G$788.100M or US$3.780M from account Ne. 84515086 to the Consolidated Fund. The amount was
transferred to the Consolidated Fund on 31 December 2018, leaving a balance of G$23.452M or
US$112,480 in the account.

23. In the month of January 2019, the value of investments appreciated to US$14.545M from
US$14.477M, an increase of US$67,705. In addition, interest earned on the Investments and Cash Accounts
totalled US$42,378. The Ministry instructed the Bank in January 2019, to close account Ne. 845L.5086 and
transfer all balances to the Consolidated Fund. In keeping with the directive of the Ministry, an amount of
G$3.065 billion or US$14.699M was transferred to the Fund on 24 January 2019. A final transfer of
G$104,867 or US$502.96 was made on 14 February 2019, resulting in nil balances in the accounts. The
Bank closed the accounts in February 2019.

24, Except for the effects of the matter, which might have been shown to be necessary as a result of the
observations contained in the relevant sections of my Report, in my opinion, the Statement as shown on
pages 524 to 525 properly presents the End of Year Budget Outcome and Reconciliation Report (Revenue)
for the year ended 31 December 2019.
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END OF YEAR BUDGET OUTCOME AND RECONCILIATION REPORT
(EXPENDITURE)

25. The End of Year Budget Outcome and Reconciliation Report (Expenditure) is shown on pages 526
to 536. This Report shows a total expenditure of $225.331 billion, this represents a $6.109 billion under the
Approved Allotment of $231.440 billion for Current Expenditures and $3.016 billion under the Approved
Allotment of $69.279 billion for Capital Expenditures, as shown below:

Description 2019 2018 2017
$°000 $°000 $°000
Current Expenditure
Approved Allotment 231,440,454 | 207,391,348 | 193,364,814
Actual Expenditure 225,331,030 | 208,831,457 | 188,201,671
Over/(Under) the Allotment (6,109,424) 1,440,109 (5,163,143)
Percentage Over /(Under) Allotment 2.64% 0.69% 2.67%
Capital Expenditure
Approved Allotment 69,278,554 59,702,423 56,758,353
Actual Expenditure 66,262,442 55,019,410 58,618,255
Over/(Under) the Allotment (3,016,112) (4,683,013) 1,859,902
Percentage Over/(Under) Allotment 4.35% 7.84% 3.28%
Total Approved Allotment 300,719,008 | 267,093,771 | 250,123,167
Total Expenditure 291,593,472 | 263,850,867 | 246,819,926
Net Over/(Under) the Allotment (9,125,536) (3,242,904) (3,303,241)
Percentage Over/(Under) Allotment 3.03% 1.21% 1.32%

Current Expenditure

Ministry’s Response: Central Government expenditure of $291.593 billion has been expended of budgeted
$300.719 billion, a variation of $9.125 billion. This outturn represents unspent balance of $6.109 billion of
budgeted $231,440M for current expenditure and $3.016 billion of budgeted $69.278 billion for capital
expenditure.

Central Government current expenditure was $6.109 billion below the 2019 budget allocation. Total non-
interest expenditure amounted to $207.683 billion, approximately $5.418 billion below the 2019 budgetary
allocation. This outturn was attributed to unspent allocations from several agencies in sub-categories -
employment cost, other goods and services, and transfer payments.

Total Employment Costs expended for 2019 was $68.550 billion which catered for general salaries for
Public Servants, new recruits, Teachers’ uniform allowance, health sector allowances and salary increases.
Unspent balances realised under Employment Cost of $1.600 billion was on account of $1.287 billion under
6141- other Employment Costs due to an over projection on salary increases and new recruits. In addition,
budget agencies recorded a savings of $312.4M on account of staff who retired or resigned during the year;
savings were not utilised due to restriction on inter-programme virements after Oct 31st according to
section 3.3.6 (2) of Finance Circular Ne. 1(a)/2019.

Expenditure on other goods and services totalled $57.908 billion, $1.935 billion below budget 2019, on
account of underspending by agencies from materials and supplies, rental and maintenance of buildings,
transport, travel and storage, and other goods and services purchased inclusive of dietary due to logistical
issues in the expansion of the school feeding programme. Transfer payments summed to $81.224 billion,
$1.883 billion less than the budgeted $83.107 billion. This is attributable to unspent balances of $740.9M
under contributions to local and international organisations and $851.7M under Constitutional Agencies.
With regards to Constitutional Agencies, under the Guyana Elections Commission house-to-house
registration was completed 31 August 2019 instead of 20 October 2019.
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Spending within the statutory category was $382.8M below the $23.287 billion that was budgeted in 2019.
Public Debt payments were $690.8M lower than anticipated. The lower payment on external principal
resulted from several loans from three major multilateral creditors, CDB, IDB and IDA, being repaid and
disbursed at the same time, and not according to a fixed amortisation schedule. The simultaneous
disbursement and repayment of these loans often results in variances between projected and actual principal
repayments, mainly due to differences between projected and actual disbursements. External interest was
lower than budgeted due to higher project disbursement under Public Sector Investment Programme (PSIP).
On the other hand, Ministry of Finance recorded $299.9M above the budgeted amount of $4.895 billion.
This was on account of the supplemental fund to accommodate higher than projected gratuity payments to
retired Public Servants.

Capital Expenditure

Ministry’s Response: Capital expenditure was anticipated to be $69.3 billion but recorded an outturn of
$66.3 billion, or 95.6% of budget. This performance was 20.4% higher than that of 2018, aided by continued
strong performance of the local Public Sector Investment Programme which recorded a 43.9% increase
over 2018 or an additional injection of $14.4 billion of public sector projects/programmes into the economy
during 2019. Although implementation challenges continue to face the foreign portfolio, $4.9 billion in
inflows could not have been recorded in 2019 since some projects like the National Broadband and East
Coast Demerara Road Widening exceeded their budgetary allocation and no opportunity existed for
Supplementary Appropriations to be sought in the face of the no confidence motion and subsequent events.
Like previous years, through rigorous monitoring, savings were identified and reprogrammed to critical
sectors/areas including housing development, sea and river defence works, roads and water sector
improvements.

Shortfalls of capital expenditure were attributed mainly to delays and slow progress in the execution of
various activities under five foreign funded projects. These activities included:

a) East Bank- East Coast Dem Road Linkage, Preliminary cost estimate is approximately four
times the available financing; decision pending - $2.101 billion.

b) Modernisation of Primary Health Care System, designs for hospitals at West Demerara,
Bartica and Suddie still to be finalised - $650M.

C) Road Network & Expansion Project, Project significantly due to slow progress and issues

with environmental safeguards which resulted in suspension of disbursement - $597.198M.

d) Skills Development and Employ ability Project, upgrading of PIC/PIDs - bids prices
exceeded Engineer’s Estimates resulted in re-scoping of interventions - $539.548M.

e) Renewable Energy Improvement - Power Project, delays in shipping equipment under
project - $434.866M.

26. Except for the effects of the matter, which might have been shown to be necessary as a result of the
observations contained in the relevant sections of my Report, in my opinion, the Statement as shown on
pages 526 to 536 properly presents the End of Year Budget Outcome and Reconciliation Report
(Expenditure) for the year ended 31 December 2019.
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Comparisons between Current Revenue and
Current Expenditure for the years
2017 - 2019
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m Current Revenue  m Current Expenditure
Descrintion 2019 2018 2017
P $°000 $°000 $°000
Current Revenue 240,585,345 217,016,363 195,060,179
Current Expenditure 225,331,030 208,831,457 188,201,671
Surplus 15,254,315 8,184,906 6,858,508
Figure 1
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Comparisons between Capital Revenue and
Capital Expenditure for the years
2017 - 2019
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2019 2018 2017
m Capital Revenue  mCapital Expenditure
Descrintion 2019 2018 2017
P $°000 $°000 $°000
Capital Revenue 33,586,759 27,062,046 28,411,713
Capital Expenditure 66,262,442 55,019,410 58,618,255
Deficit (32,675,683) (27,957,364) | (30,206,542)
Percentage Deficit 49.31% 50.81% 51.53%
Figure 2
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Surplus/Deficit for the year ended 31 December 2019

217. There was a net overall deficit of $17.687 billion for the year ended 31 December 2019. The overall
net deficit comprised of a current surplus of $14.989 billion and a capital deficit of $32.676 billion. See

summary in table below:

Current Revenue 2019 2018 2017
$°000 $°000 $°000
500 | Customs and Trade Taxes 25,114,681 22,191,266 18,889,985
510 | Internal Revenue 104,331,021 88,732,848 76,513,743
520 | Stamp Duties 523,750 424,703 386,735
525 | Other Tax Revenues 157 17 313
530 | Fees and Fines 1,600,150 1,408,057 1,368,460
540 | Interest 814,271 753,297 1,001,934
545 | Rents and Royalties 3,957,147 4,311,778 3,879,411
555 | Dividends and Transfers 5,700,380 8,532,282 14,251,448
560 | Miscellaneous Receipts 1,996,565 2,800,240 2,753,722
590 | Value Added Taxes 52,675,552 48,035,523 42,422,904
594 | Excise Tax 43,799,645 39,680,443 33,458,566
597 | Miscellaneous 72,026 145,909 132,958
Sub Total 240,585,345 217,016,363 195,060,179
Treasury Bills Issued 78,438,279 80,647,746 99,593,080
Total Current Revenues 319,023,624 297,664,109 294,653,259
Current Expenditure
Current Budgetary Expenditure 202,426,764 186,416,844 169,002,502
Current Statutory Expenditure 22,904,266 22,414,613 19,199,169
Treasury Bills Redeemed 78,703,726 88,353,458 100,512,629
Total Current Expenditure 304,034,756 297,184,915 288,714,300
Current Surplus/Deficit 14,988,868 479,194 5,938,959
Capital Revenues
565 | Sale of Assets 0 0 0
570 | Miscellaneous Capital Revenue 9,553 2,230,757 759,373
575 | External Grants 10,970,623 7,573,261 10,366,228
580 | External Loans 22,606,583 17,258,028 17,286,112
Total Capital Revenues 33,586,759 27,062,046 28,411,713
Total Capital Expenditure 66,262,442 55,019,410 58,618,255
Capital Surplus/Deficit (32,675,683) (27,957,364) (30,206,542)
Total Revenue (Current and Capital) 352,610,383 324,726,155 323,064,972
Total Expenditure (Current and Capital) 370,297,198 352,204,325 347,332,555
TOTAL SURPLUS/DEFICIT (17,686,815) (27,478,170) (24,267,583)
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Billion
$

Total Revenue and Total Expenditure

Comparisons between

for the years
2017 - 2019

380
370
360
350
340
330
320
310
300
290
2019 2018 2017
m Total Revenue  mTotal Expenditure
$°000 $°000 $°000
Total Revenue 352,610,383 324,726,155 323,064,972
Total Expenditure 370,297,198 352,204,325 347,332,555
Difference (17,686,815) | (27,478,170) | (24,267,583)
Percentage Deficit 4.78% 7.80% 6.99%
Figure 3
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28.

FINANCIAL INFORMATION

RECEIPTS AND PAYMENTS OF THE CONSOLIDATED AND

In January 2004, a new Consolidated Fund Ne. 01610000407 was established in accordance with
Section 51 of the FMA Act with a transfer of $5 billion from the old Consolidated Bank Account Ne.
01610000400. This new bank account was not reconciled monthly for the year ended 31 December 2019.
The account reflected an overdraft of $60.826 billion as at 31 December 2019. The Cash Book reflected an

overdraft $77.512 billion, resulting in a difference of $16.686 billion, as summarised below:

a)

Details Amount Total
$°000 $°000

Balance per Bank Statement as at 31st December, 2019 (60,825,738)
Less:

(@) Deposits not yet debited to IFMIS (2,700,043)

(b) ?Sﬁg?eiz Eg[dyéthzzzgg)d in Bank Statement (28.918,240)
Sub total 31,618,283
Add:

(c) Deposits not yet credited in Bank Statement 12,976,715

(d)  Debit Advices not yet credited in IFMIS 1,955,358
Sub total 14,932,073
Equals:
Balance as per report as at 31st December 2019 ‘ (77,511,948) ‘ 16,686,210

Deposit of $2.700 billion not yet debited to Cash Book.

Deposits not yet debited to Amount
IFMIS $°000
2019 45,044
2018 48,466
2015-2017 1,407
2009-2013 37,996
2004-2008 2,567,131
Total 2,700,044

Deposits not yet debited to IFMIS 2004-2008 $2.567 billion.

examination of the bank reconciliation report and supporting documentation revealed, the
amount of $2.567 billion is a net amount between amounts deposited as per Cash Book and
not reflected in Bank, and amounts deposited in Bank and not reflected in Cash Book for
the period 2004 to 2008, no explanation was given why these amounts remain unresolved

(see table below)
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Deposits not yet Debited to IFMAS 2004-2008

In IFMAS not in Bank $
Fiscal Year 2004 26,676,733,630
Fiscal Year 2005 15,963,503,238
Fiscal Year 2006 694,147,107
Fiscal Year 2008 19,455,904
Total 43,353,839,879

In Bank not in IFMAS
Deposits -Fiscal Year 2004 27,406,490,493
Deposits -Fiscal Year 2005 17,659,524,195
Fiscal Year 2006 770,203,989
Fiscal Year 2008 85,077,169
Total 45,921,295,846
Net Deposits not Posted for Fiscal year 2008 2,567,455,967
Unreconciled difference (325,442)
Total for 2004 - 2008 (2,567,130,525)

Ministry Response: The adjusted figure as at 31/7/2020 is now $2,700,035,984 inclusive of information
dating from 2004.

b) Unpresented cheques of $28.918 billion.

Debit Advices not yet debited to Amount
Bank Statement $°000
2019 28,256,537
2018 201,815
2014-2017 275,914
2009-2013 89,810
2004-2008 94,164
Total 28,918,240

Ministry Response: The adjusted figure as at 31/7/2020 is now $3,425,386,557 inclusive of information
dating from 2004.

i A total of $15.987 billion in cheques were drawn on 31 December 2019, and 2 to 7 January
2020 for expenditure relating to the financial year 2019. Of these cheques, a total of 1,960
and 12,177 amounting to $3.098 billion and $12.890 billion were drawn on 31 December
2019, and on 2 to 7 January 2020, respectively. See table below:
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31/12/2019 2 to 7 January 2020 Total Total
Agency Ne. Of Amount Ne. Of Amount Cheques $°000
Cheques $°000 Cheques $°000

Ministry of Education 67 75,843 1,167 1,229,365 1,234 | 1,305,208
Ministry of Public Infrastructure 295 1,050,317 138 1,145,592 433 | 2,195,909
Guyana Defence Force 12 3,407 816 1,102,993 828 | 1,106,400
Ministry of Presidency 288 385,024 217 644,069 505 | 1,029,093
Ministry of Public Security 83 120,180 234 635,924 317 756,104
Ministry of Foreign Affairs 0 0 172 589,214 172 589,214
GECOM 37 86,262 258 550,067 295 636,329
Ministry of Communities 37 65,972 292 518,651 329 584,623
Ministry of Finance 30 26,888 214 482,185 244 509,073
Ministry of Public Health 106 245,829 138 422,133 244 667,962
Ministry of Social Protection 35 10,479 657 411,837 692 422,316
Guyana Police Force 77 138,873 260 304,331 337 443,204
Min. of Indigenous Peoples' Affairs 0 0 316 268,674 316 268,674
Ministry of Business 17 17,418 224 196,208 241 213,626
Ministry of Public Telecom. 22 6,799 102 82,283 124 89,082
Ministry of Natural Resources 17 9,357 165 68,414 182 77,771
Ministry of Legal Affairs 10 3,215 30 21,435 40 24,650
Office of the Prime Minister 31 8,708 28 12,743 59 21,451
Ministry of Agriculture 58 192,575 22 10,224 80 202,799
Ministry of Foreign Affairs 17 2,936 0 0 17 2,936
Regions 1 - 10 520 399,725 6576 3,506,911 7,096 | 3,906,636
Statutory / Constitutional Agencies 201 248,114 151 686,267 352 934,381
Total 1,960 3,097,921 12,177 | 12,889,520 14,137 | 15,987,441

C) Deposits of $12.977 billion not yet credited to the Bank Account.

Deposits not yet credited in Amount
Bank Statement $°000
2019 12,919,508
2018 51,382
2014-2017 5,015
2009-2012 811
Total 12,976,716

Ministry Response: The adjusted figure as at 31/7/2020 is now $102,901,299 inclusive of information

dating from 2004.

d) Debit advices of $1.955 billion not yet credited in Cash Book.

Cheques not yet Amount
Credited to IFMIS $°000

2019 309,557

2018 193
2014-2017 66,894
2009-2013 179,573
2004-2008 1,399,141

Total 1,955,358
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Ministry Response: The adjusted figure as at 31/7/2020 is now $1,646,444 inclusive of information dating
from 2004.

29. Section 26 of the FMA Act states that “except as provided in this Act, every appropriation of public
moneys authorised by Parliament for a fiscal year shall lapse and cease to have effect as at the end of that
fiscal year”. Sufficient documentations in support of the reconciliation were not provided for audit
examination. In addition, there was no evidence to indicate that the Ministry took any actions to resolve the
amounts which remained static from previous year.

Ministry’s Response: The new Consolidated Fund Account Ne. 407 is being reconciled on a monthly basis
whereby discrepancies are reported to the Bank of Guyana, including Central Government Agencies or
other related entities, for corrective action to be taken within the stipulated four weeks’ period. Memos
were sent to the agencies to account for the agency’s unreconciled discrepancies.

The static amount mentioned in the Report is one which is engaging the attention of the Ministry of Finance.
The unreconciled transactions, other than outstanding cheques, covering the period 2004 to 2008 are under
consideration for the requisite action. Such action would result in a positive impact on the balance sheet
accounts and further reduce the current overdraft reflected in the General Ledger.

Recommendation: The Audit Office recommend that the Accountant’s General Department take the
necessary actions to investigate the static amounts and submit the reconciliation for audit. (2019/01)

30. At the time of implementation of the Integrated Financial Management and Accounting System
(IFMAS) in 2004, a total of thirty-one Government bank accounts were rendered non-operational. As at 31
December 2019, a total of fifty-five Government bank accounts with a net balance of negative $46.459
billion were listed as inactive.

31. Thirty-two of these inactive accounts had zero balances. One account had a balance of $200M,
which represented the Revolving Housing Fund, and account Ne. 400 (Old Consolidated Fund) with an
overdraft of $46.776 billion.

Ministry’s Response: The process of bringing closure to inactive bank accounts and having their balances
transferred to the Consolidated Fund is ongoing. (FMAA Section 43 requires any unexpended balance of
public moneys be returned and surrendered to the Consolidated Fund.)

Moreover, the Revolving Housing Fund Account reflecting a balance of $200M cannot be closed as
discussions on issues affecting the Ministry of Education and the Union are on-going.

Recommendation: The Audit Office recommend that the Accountant’s General Department take the
necessary steps to bring closure to this matter. (2019/02)

32. The net accumulated balance of the fifty-five accounts and other operational accounts (excluding
the balances on the bank accounts of Special Projects) was negative $74.889 billion as at 31 December
2019. This is the best available estimate of the cash position of the Government as at 31 December 2019. It
should be noted that there was a decrease of $6.741 billion in the estimated cash position of Guyana at the
end of 2019 when compared to the negative balance of $68.148 billion as at 31 December 2018 and an
increase of the deficit to $74.889 billion.
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33. The following gives a summary of the bank balances with comparative figures at the end of the

preceding year:

Account o Amount Amount Amount
Ne Description 2019 2018 2017
- $M $M $M
407 Consolidated Fund (New) (60,826) (64,448) (89,928)
400 Consolidated Fund (Old) (46,776) (46,776) (46,776)
401 Deposit Fund 0 0 0
3001 Non-Sub Accounting Ministries/Departments 0 0 7
- Other Ministries/Departments’ Accounts 30,833 21,518 27,727
969 Monetary Sterilisation Account 1,880 21,558 77,537
Total (74,889) (68,148) (31,433)

34. While Section 60(1) of the FMA Act 2003 states “The Minister may approve the use of advances

in the form of an overdraft on an official bank account to meet cash shortfalls during the execution of the
annual budget. ” Section 60(2) states “the minister shall repay in full all advances in the form of an overdraft
on an official bank account on or before the end of the fiscal year during which that overdraft was drawn”,
it was noted that during 2019 the new Consolidated Fund was funded by additional liability to the
Government of $67.898 billion through the issue of Treasury Bills (F-Series 182 days and G-Series - 364
days) in order to reduce the overdraft on this account.

35. The new Consolidated Fund had an overdraft of $60.826 billion at the end of 2019, payments in
excess of receipts made from this account increased the overdraft to $128.724 billion during 2019, which
was subsequently reduced by the issue of the F-Series and G-Series - Treasury Bills to $60.826 billion at
the end of December 2019. The issue of new Treasury Bills (F-Series - 182 days and G-Series - 364 days)
of $67.898 billion should have been deposited into of the Monetary Sterilisation Account and not the
Consolidated Fund Account.

Ministry’s Response: \While the Ministry of Finance agrees that the Minister is empowered under the FMA
Act 2003 to seek funding by way of borrowing in order to reduce the overdraft on the Consolidated Fund,
the Ministry is not in agreement that such sums should be deposited in the Monetary Sterilisation Account.
The issue is more related to bridging a fiscal gap and has no relation to monetary policy which falls under
the remit of the Bank of Guyana. Section 61 of the FMA Act 2003 stipulates that proceeds of any such
borrowing by the Government shall be paid into the Consolidated Fund.

36. It should be noted according to the notes forming part of the Consolidated Financial Statement
states “the purpose of the Monetary Sterilisation Account Ne.969 is to remove excess liquidity from the
financial system. The vehicle for performing this is that Government issued 182 and 365-day Treasury Bills.
The cost to the Government is the interest charge on the redeemed T-bills as they come due. This is a
statutory cost charged to internal interest expense. The monetary sterilisation liability should be exactly
offset by the monetary sterilisation bank account, creating a fully funded liability ”. See table below for
details on the F-Series and G-Series Treasury Bills issued during 2019.
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Subscribe Discount
TBr?ﬁsﬁgr'y Issue Date Face Value Amount Earned
$°000 $°000 $°000

F3 13/12/2019 372,600 370,946 1,654
Sub-Total 372,600 370,946 1,654
Gl1 18/01/2019 3,500,000 3,457,339 42,661
G12 25/01/2019 7,000,000 6,917,330 82,670
G13 22/02/2019 7,000,000 6,918,655 81,345
G14 3/08/2019 5,000,000 4,952,650 47,350
G15 31/05/2019 850,000 841,951 8,049
G16 26/07/2019 4,200,000 4,160,765 39,235
G17 2/08/2019 5,000,000 4,954,530 45,470
G18 9/08/2019 4,000,000 3,961,570 38,430
G19 6/09/2019 7,000,000 6,927,008 72,992
G20 13/09/2019 5,000,000 4,948,811 51,189
G21 18/10/2019 5,000,000 4,949,460 50,540
G22 15/11/2019 7,000,000 6,929,610 70,390
G23 6/12/2019 4,467,100 4,422,340 44,760
G24 13/12/2019 3,000,000 2,969,975 30,025
G25 20/12/2019 217,200 215,024 2,176
Sub-Total 68,234,300 67,527,018 707,282
Grand Total 68,606,900 67,897,964 708,936

Old Consolidated Fund Bank Account Ne. 400

37. The old Consolidated Fund Bank Account Ne. 400 was not reconciled since February 1988. A Cash
Book was reconstructed for the period 1989 to 2003 in order to aid the reconciliation of this account.
However, despite attempts by the Accountant General’s Department to reconcile the monthly transactions
on the account from January 1994, a proper reconciliation was still not done. In addition, the old
Consolidated Fund continued to be overdrawn over the years. At the end of 1992, the overdraft on this
account was $26.823 billion, compared with an overdraft of $44.434 billion at the end of 2003, a net increase
of $17.611 billion. At the end of 2004, the overdraft of the old Fund was $45.550 billion.

Ministry’s Response: The reconciliation of the old Consolidated Fund Bank Account Ne. 400 has posed
new challenges, the Ministry of Finance made a request to the Bank of Guyana for certain pertinent data
starting from the year 1992. However, it appears that the Bank of Guyana has a difficulty in accessing from
its database, the information that is necessary to fill the gaps as they exist in the accounting records in the
Accountant General’s Department within the Ministry of Finance. The absence of such data from the Bank
will not allow a bank reconciliation to be done in what is referred to as the internationally acceptable
conventional manner.

As far back as 2001 the Accountant General’s Department contracted a professional service entity to have
the reconciliation done but despite the best of efforts that entity was unable to unravel the enormity of the
reconciliation items and thus the entire exercise was placed in abeyance.

The Ministry of Finance is concerned about the length of time that has elapsed without a conclusion to this
matter and believes that it should be addressed within the Public Financial Management (PFM) Reform
process.

Recommendation: The Audit Office recommend that the Accountant’s General Department take the
necessary steps to bring closure to this matter. (2019/03)
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38. It should be noted that there was no activity in this account during the years 2006, 2007, 2010,
2011, 2012, 2015, 2017 and 2018. However, there were movements in the account during the years 2005,
2008, 2009, 2013 and 2014, with a closing overdraft of $46.776 billion as at 31 December 2019.

39. In 2006, amounts totalling $15.226 billion were transferred from the Deposit Fund, General
Account and the Non-Sub Accounting Bank Accounts to the new Consolidated Fund (Account Ne. 407)
instead of the old Consolidated Fund. Had these amounts been transferred to the old Consolidated Fund and
the amount of $5 billion that was used to open the new Consolidated Fund repaid, then the overdraft would
have been reduced to $26.550 billion at the end of 2019.

Gifts

40. Section 34 of the Stores Regulations 1993 states that “all gifts received shall be subject to normal
store-keeping and received stores accounting procedures and the procedure set out in the regulations 16 to
19 inclusive shall apply. A Gift Register in Form 18 shall be maintained by the Storekeeper, and the
Permanent Secretary shall furnish the Secretary to the Treasury (now Finance Secretary), the Accountant
General and the Auditor General information relating to all gifts received from time to time ”. However,
although there was evidence of the receipts of numerous gifts during the year, there was no evidence of
adherence to these procedures. As a result, the amount of $1.996 billion representing Miscellaneous
Receipts as at 31 December 2019 was understated by an undetermined amount.

Ministry’s Response: The accounting for gifts in accordance with laid down procedures shall continue to
engage the attention of the Ministry of Finance. The Ministry intends to seek the intervention of the Internal
Audit Department in its interface with agencies to bring about enhanced compliance.

Recommendation: The Audit Office recommend that the Ministry of Finance adopt stringent measures to
ensure that there is compliance with the circulars issued. (2019/04)

41, Except the effects of the matter, which might have been shown to be necessary as a result of the
observations contained in the relevant sections of my Report, in my opinion, the Statement as shown on pages
537 to 544 properly presents the Receipts and Payments of the Consolidated Fund for the year ended 31
December 2019.
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STATEMENT OF EXPENDITURE FROM THE CONSOLIDATED FUND AS COMPARED WITH THE
ESTIMATES OF EXPENDITURE

42. The Statement of Expenditure from the Consolidated Fund as compared with the Total Funds
Available as shown on pages 545 to 552 revealed that amounts totalling $313.140 billion were made
available for expenditures. This comprised of $236.342 billion and $76.798 billion for Current and Capital

Expenditure, respectively. See summary in the table below:

Description 2019 2018 2017
P $°000 $°000 $°000

Current Expenditure

Approved Allotment 231,440,454 | 207,391,348 | 193,364,814
Add: Supplementary Allotment 4,678,479 7,418,396 1,284,590
Add: Contingency Fund Advances 223,243 0 0
Total Funds Available 236,342,176 | 214,809,744 194,649,404
Less: Actual Expenditure 225,331,030 | 208,831,457 188,201,805
Over/(Under) the Total Funds Available (11,011,146) (5,978,287) (6,447,599)
Capital Expenditure

Approved Allotment 69,278,554 59,702,423 56,758,353
Add: Supplementary Allotment 3,592,237 4,623,441 11,061,682
Add: Contingency Fund Advances 3,926,998 0 0
Total Funds Available 76,797,789 64,325,864 67,820,035
Less: Actual Expenditure 66,262,442 55,019,410 58,618,255
Over/(Under) the Total Funds Available (10,535,347) (9,306,454) (9,201,780)
Total Approved Allotment 300,719,008 | 267,093,771 250,123,167
Add: Total Supplementary Allotment 7,962,210 12,041,837 12,346,272
Add: Total Contingency Fund Advances 4,150,242 0 0
Total Funds Available 313,139,965 | 279,135,608 | 262,469,439
Less: Total Expenditure 291,593,472 | 263,850,867 | 246,820,060
Over/(Under) the Total Funds Available (21,546,493) | (15,284,741) | (15,649,379)

Current Expenditure

43. As illustrated in the table above, Approved Allotment for Current Expenditure was $231.440
billion. During the year, amounts totalling $4.678 billion and $223M were granted in Supplementary
Provisions and Contingency Advances respectively, bringing the total funds available for Current
Expenditure to $236.342 billion. Total Current Expenditure amounted to $225.331 billion, resulting in a
total shortfall of $11.011 billion. This outturn was mainly attributed to significant shortfalls in expenditures
under the revised allocations of various entities. The table below provides a summary of the entities with
significant shortfalls in Current Expenditures:
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Total Funds Total
Description Available Expenditure ng)or(t)fgll
$°000 $°000

Ministry/Department

Guyana Elections Commission 8,193,061 4,239,021 3,954,040
Ministry of Finance 26,869,679 24,324,567 2,545,112
Ministry of Education 18,069,897 17,069,296 1,000,601
Ministry of Public Security 17,797,224 17,035,437 761,787
Ministry of Foreign Affairs 6,302,656 5,547,798 754,858
Ministry of Social Protection 17,786,167 17,580,768 205,399
Ministry of the Presidency 9,037,063 8,865,899 171,164
Parliament Office 1,612,771 1,451,559 161,212
Ministry of Public Health 22,065,354 21,909,822 155,532
Guyana Defence Force 12,977,026 12,861,618 115,408
Ministry of Business 1,521,638 1,466,373 55,265
Ministry of Natural Resources 873,271 835,777 37,494
Public Prosecutions 216,398 180,894 35,504
Ministry of Agriculture 9,881,751 9,858,840 22,911
Ministry of Public Infrastructure 8,857,288 8,839,159 18,129
Ministry of Communities 2,772,198 2,759,329 12,869
Teaching Service Commission 108,595 95,880 12,715
Office of the Prime Minister 759,675 747,678 11,997
Regions

Regions 1-10 | 39,352,377 | 39,087,340 | 265,037
Statutory

Public Debt | 18,338,702 | 17,647,894 690,808
Total 10,987,842

44, It should be noted that there were five Ministries which applied and received Supplementary

Allotments totalling $4.344 billion. However, these Ministries failed to utilise $7.484 billion of the total
funds available. As a result, it could not be determined if these Ministries achieved their objectives. See

table below for details:

Approved Supplementary Total Funds Total
Description Allotment Allotment Available Expenditure Shortfall
$°000 $°000 $°000 $°000 $°000
Guyana Elections Commission 4,893,061 3,300,000 8,193,061 4,239,021 | 3,954,040
Ministry of Finance 26,069,678 800,000 26,869,679 24,324,567 | 2,545,112
Ministry of Public Security 17,748,824 48,398 17,797,224 17,035,437 761,787
Ministry of Social Protection 17,736,593 49,575 17,786,167 17,580,768 205,399
Ministry of Public Infrastructure 8,710,288 147,000 8,857,288 8,839,159 18,129
Total 75,158,444 4,344,973 79,503,419 72,018,952 | 7,484,467

Capital Expenditure

45, The Approved Allotment for Capital Expenditure was $69.279 billion. During the year, amounts
totalling $3.592 billion and $3.927 billion were granted in Supplementary Provisions and Contingency
Advances respectively, bringing the total funds available to $76.798 billion.
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46. Total expenditure amounted to $66.262 billion, resulting in a total shortfall of $10.535 billion. The
table below gives a breakdown of mainly those Ministries and Regions whose Capital Expenditure were
under the total funds available by $10.501 billion.

Approved Contingency Total
L . Allotment Supplementary Fund Funds Total
Ministry/Region (Allotmentl) Allotment Advances Available | Expenditure Shortfall
$°000 $°000 $°000 $°000 $°000 $°000
Ministry of Public Infrastructure 26,212,032 1,881,593 1,750,000 | 29,843,625 | 25,223,114 4,620,511
Ministry of Agriculture 4,614,849 0 4,614,849 3,244,284 1,370,565
Ministry of Education 3,794,844 0 3,794,844 2,694,858 | 1,099,986
Ministry of Finance 4,976,601 0 4,976,601 4,124,451 852,150
Ministry of Public Health 3,171,681 0 3,171,681 2,371,252 800,429
Ministry of Communities 5,549,500 1,494,000 2,176,998 9,220,498 8,782,671 437,827
Ministry of Business 1,136,025 0 1,136,025 711,299 424,726
Ministry of the Presidency 3,366,239 4,300 3,370,539 2,969,447 401,092
Ministry of Legal Affairs 217,510 0 217,510 108,846 108,664
Ministry of Public Security 3,868,331 0 3,868,331 3,791,016 77,315
Guyana Elections Commission 478,000 182,344 660,344 586,543 73,801
Ministry of Social Protection 475,009 30,000 505,009 473,936 31,073
Ministry of Natural Resources 572,972 0 572,972 542,614 30,358
Ministry of Foreign Affairs 535,627 0 535,627 521,624 14,003
Ministry of Indig. Peoples' Affairs 815,348 0 815,348 801,694 13,654
Parliament Office 87,500 0 87,500 76,904 10,596
Region 10 567,450 0 567,450 480,192 87,258
Region 1 600,800 0 600,800 554,082 46,718
Total 61,040,318 3,592,237 3,926,998 | 68,559,553 | 58,058,827 | 10,500,726
47. It should be noted Supplementary Allotments were granted to five Ministries totalling $3.592

billion and Contingency Fund Advances totalling $3.927 billion in 2019. However, two of the said
Ministries had significant unspent balances as illustrated in table above.

48. Except for the effects of the matter, which might have been shown to be necessary as a result of the
observations contained in the relevant sections of my Report, in my opinion, the Statement properly presents
the Statement of Expenditure from the Consolidated Fund as compared with the Estimates of Expenditure for
the year ended 31 December 2019.

24

Expenditure from the Consolidated Fund as compared
with the Estimates of Expenditure




EXPENDITURE IN RESPECT OF THOSE SERVICES WHICH BY LAW ARE DIRECTLY CHARGED

49.

UPON THE CONSOLIDATED FUND

Expenditure in respect of those services, which by Law are directly charged upon the Consolidated

Fund, otherwise known as Statutory Expenditure, as shown on page 553 and does not form part of the voted
provisions approved by the National Assembly. Such expenditure includes repayment and servicing of the
Public Debt, emoluments of holders of constitutional offices, and pensions and gratuities of public officers. The
details provided for verification of this expenditure revealed that they were properly incurred. See summary in

table below:
Employment
Wages and Overhead Total Total Total Total
Description Salaries Expenses Expenditure | Expenditure | Expenditure | Expenditure
2019 2019 2019 2018 2017 2016
$°000 $°000 $°000 $°000 $°000 $°000
Ministries and Departments 50,747 10,581 61,328 26,698 37,082 49,914
Pensions and Gratuities 4,951,443 0 4,951,443 4,475,987 4215460 3,822,268
Dependent’s Pension Fund 243,600 0 243,600 181,999 118,304 77,804
Public Debt:
Internal Principal 279,944 0 279,944 279,944 279,601 35,478
Internal Interest 1,031,816 0 1,031,816 1,332,587 1,970,321 1,863,059
External Principal 11,497,526 0 11,497,526 11,556,215 8,377,234 6,710,241
External Interest 4,838,608 0 4,838,608 4,561,182 4,201,168 3,602,637
Total 22,893,684 10,581 22,904,265 22,414,612 19,199,170 16,161,401

50.

As illustrated in the table below, it should be noted that there were thirteen Constitutional Agencies

with a total Current and Capital Expenditure of $10.781 billion, which is not reflected in the Statement of
Expenditure in respect of those services, which by Law are directly charged upon the Consolidated Fund, as a
result the total expenditure of $22.904 billion is understated by $10.781 billion.

51.

Total Expenditure Total
Constitutional Agency Current Capital Expenditure

$°000 $°000 $°000
Parliament Office 1,451,559 76,904 1,528,463
Audit Office of Guyana 854,614 17,395 872,009
Public and Police Service Commission 130,497 11,600 142,097
Teaching Service Commission 95,880 495 96,375
Guyana Elections Commission 4,239,021 586,543 4,825,564
Supreme Court 1,850,404 458,478 2,308,882
Public Prosecutions 180,894 3,424 184,318
Office of the Ombudsman 71,982 1,042 73,024
Public Service Appellate Tribunal 62,828 - 62,828
Ethnic Relations Commission 200,169 18,625 218,794
Judicial Service Commission 100,250 - 100,250
Rights Commissions of Guyana 137,395 12,193 149,588
Public Procurement Commission 209,533 9,400 218,933
Total 9,585,026 | 1,196,099 10,781,125

Except for the effects of the matter, which might have been shown to be necessary as a result of the

observations contained in the relevant sections of my Report, in my opinion, the Statement as shown on page
553 properly presents the Statement of Expenditure in Respect to those Services, which by Law are directly
charge upon the Consolidated Fund for the year ended 31 December 2019.

Expenditure in respect of those services which by law are
directly charged upon the Consolidated Fund




RECEIPTS AND PAYMENTS OF THE CONTINGENCIES FUND

52. Section 220(1) of the Constitution states “Parliament may make provision for the establishment of
a Contingencies Fund and for authorising the Minister responsible for finance to make advances from that
Fund if he is satisfied that there is an urgent need for expenditure for which no other provision exists”. In
accordance with Section 41 of the FMA Act, the Minister of Finance “may approve a Contingencies Fund
Advance as an expenditure out of the Consolidated Fund by the issuance of a drawing right”. The criteria
as stated in Section 41(3) of the FMA Act require the Minister, when satisfied that “an urgent, unavoidable
and unforeseen need for the expenditure has arisen:

a) for which no moneys have been appropriated or for which the sum
appropriated is insufficient;

b) for which moneys cannot be reallocated as provided for under this Act; or
C) which cannot be deferred without injury to the public interest....”.
53. Section 22(1)(c) of the FMA Act states “the amount of an appropriation for any programme may

not be varied under this section by more than ten per cent of the total amount appropriated for the
programme in the applicable appropriation Act”. In addition, Section 22(2) states “the Minister shall
include all changes to appropriations made pursuant to subsection (1) up to the end of the tenth month of
the current fiscal year in an appropriation amendment Bill: otherwise any changes shall be made in
accordance with Section 24”.

54, According to the Statement of Receipts and Payments of the Contingencies Fund as shown on page
554 for the year ending 31 December 2019 amounts totalling $4.150 billion were drawn from the fund by
way of seven advances as shown in the table below:

Warrant Date of Ministry/Region Amount
Ne. Warrant $°000
1 29/07/2019 | Ministry of Public Infrastructure 460,000
2 10/10/2019 | Ministry of Public Infrastructure 1,250,000
3 20/11/2019 | Ministry of Communities 2,176,998
4 22/11/2019 | Ministry of Public Health 13,875
5 2/12/2019 | Ministry of Public Infrastructure 40,000
6 4/12/2019 | Region 6 30,000
7 30/12/2019 | Ministry of Agriculture 179,370
Total 4,150,243
55. It should be noted no advances were taken during 2017 and 2018, however, for the period under

review, all seven advances granted from the Contingencies Fund were to meet routine expenditure and did
not meet the criteria defined in Section 41(3) of the FMA Act. See table below for details.
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Min./Dept./Reg. Date W?\;Qrant Purpose/ Reasons for Supplementary Provision A$m(<))(;1(;1 t
Agency 32: Purpose: To facilitate the execution of emergency sea
Ministry of Public 29/07/2019 | 1/2019 defence works along _c_ritical sect_io_ns of shorel_ine 460,000
Infrastructure Programme between the communities of Fairfield to Dazigt,
322- Public Infrastructure Mahaicony, ECD, Region No. 5.
Purpose: To facilitate the executive of emergency sea
defence works along critical sections of shoreline
Agency 32: between the communities of Fairfield to Danzigt,
Ministry of Public 10/10/2019 | 2/2019 Mahaic.ony, ECD, Region Ne. 5 anfi rehabilitation _and 1,250,000
Infrastructure Programme upgrading measures are also required along multiple
322- Public Infrastructure stretches of sea and river defences within Regions Ne.
2, No. 3, No. 4, and Ne. 6 including the islands of
Wakenaan and Leguan.
Minist@%i‘né)c/):lzn.\unities Purp_ose: Provisiop for immgdiate funding to Central
. 20/11/2019 | 3/2019 | Housing and Planning Authority for land transferred by | 2,176,998
Programme 42- Sustainable
L NICIL.
Communities Development
Purpose: To vaccinate all eligible persons so as to
ensure that herd immunity is obtained so as to prevent
the transmission of Vaccine Preventable Diseases,
ensure all pregnant women receive quality care, offer
all postnatal women a contraceptive method, screen all
A . child bearing women for cervical cancer once per year
gency 43: -
Ministry of Public Health and . reduce . . home . dellve_ry.
. 22/11/2019 | 4/2019 | The region of Americans is at the brink of losing 13,875
Programme 433- Family e .
Health Care Measles fee certlfl_catlon, since ther_e has been a
resurgence of vaccine preventable diseases notably
measles and yellow fever in the Americas. The recent
outbreaks of life-threatening infections and reemerging
infectious diseases highlight the need for prevention,
preparedness, as well as effective emergency outbreak
response.
Agency 32:
Ministry of Public Purpose: To conduct major repairs to generators at
Infrastructure Programme 2/12/2019 | 5/2019 Port Kaituma & Light Co. Inc. 40,000
32- Hinterland Electrification
Region ﬁ)ge;c;lgg Berbice Purpose: Purchase of fuel_ a_md lubricants to irrigate
éorentyne 4/12/2019 | 6/2019 fres_h water from l\/l_anarab|5| and Black Bush pump 30,000
Programme 762- Agriculture stations to save the rice crop.
Agency 21: Purpose: Increase in work programme by NDIA in an
Ministry of the Agriculture effort to reduce the likelihood of flooding and damage
Programme 212- Agriculture | 30/12/2019 | 7/2019 | to infrastructure in critical areas in Region Ne.4 during 179,369
Development and Support spring tides and to negate the effect of widespread
Services flooding in Region Ne. 5.
Total 4,150,242

Ministry’s Response: The Ministry of Finance stated that all the advances meet the criteria in keeping with
Section 41 (3) of the FMA Act 2003.

Recommendation: The Audit Office recommend that the Ministry of Finance adopt stringent measures to
ensure that there is compliance with Section 41 of the FMA Act regarding the criteria for the granting of

Advances from the Contingencies Fund. (2019/05)

27 Receipts and Payments of the Contingencies Fund




56. As illustrated in the table above, advance Ne. 7/2019 totalling $179.370M was granted on 30
December 2019 to the Ministry of Agriculture to reduce the likelihood of flooding and damage to
infrastructure in critical areas in Region Ne. 4 during spring tides and to negate the effect of widespread
flooding in Region Ne. 5. It was noted that two cheques totalling $179.370M was paid out of the
Consolidated Fund on 31 December 2019 to National Drainage and Irrigation Authority to meet the above
expenditure. However, Section 43 of the Fiscal Management and Accountability Act 2003 requires all
unspent balances to be refunded to the Consolidated Fund at the end of the fiscal year. As such the Ministry
would have breached the Act by the withdrawal of this significant sum on the 31 December 2019.

Ministry’s Response: The Ministry of Finance maintains that it is mandatory to meet its contractual
obligations in accordance with the commitment clause of the General Provisions of the FMA Act

57. Section 41 (5) states “The Minister shall report at the next sitting of the National Assembly on all
advances made out of the Contingencies Fund since the previous report of the Minister, which report shall
specify —

a) the amounts advanced;
b) to whom the amounts were paid; and
c) the purpose of the advances.”

58. According to the Statement of Receipts and Payments of the Contingencies Fund amounts totalling
$4.150 billion remained un-cleared at the time of reporting in November 2020.

Ministry’s Response: The Ministry of Finance notes that there were sittings of the National Assembly regarding
the 2020 Budget. However, it was not opportune to table the application for the Supplementary Provisions.

Recommendation: The Audit office recommend that the Ministry of Finance clear all advances in keeping with
Section 41 (5) of the FMA Act. (2019/06)

59. In the view of the foregoing observations, the completeness, accuracy and validity of the Receipts and
Payments of the Contingencies Fund for the year ended 31 December 2019 as shown on page 554 could not be
satisfactorily determined.
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FINANCIAL REPORTS OF THE DEPOSIT FUND

60. Section 42 of the FMA Act states that “the Minister may establish one or more Deposit Funds into
which public moneys shall be paid pending repayment or payment for the purpose for which the moneys
were deposited”. There was a net negative movement of $1.463 billion of the Fund during the year. The
Financial Report of the Deposit Fund for the year ended 31 December 2019 is shown on page 555.

61. The old Deposit Fund Account Ne. 401, from which amounts totalling $1.955 billion and $55M
were transferred to the new Consolidated Fund in 2006 and 2010 respectively, reflected a nil balance in
2012, and was closed as at 31 December 2013. However, the Audit Office was unable to determine the
details of the amounts transferred from this account due to a gap of fourteen years in financial reporting
covering the period 1982 to 1995. In addition, Ledgers relating to the Fund were not written up since
September 1987. As such, the amounts recorded as deposits and transferred from this account were based
on submissions by Ministries, Departments and Regions.

Ministry’s Response: All Deposits Fund Accounts, prior to 2004, were maintained on a manual basis by
the then Ministries, Departments and Regions, thereafter referred to as Agencies. The Ministry of Finance
during that prior period was reliant on the information provided by those Agencies and it was on that basis
that the balances in the old Deposits Fund Account Ne. 401 were transferred to the new Consolidated Fund
Account Ne. 407. While the transfers were done in lump sums the apportionment was established against
the relevant Agencies in the IFMIS. The apportionment was because of the financial information provided
by the respective Agencies. Whatever information was provided by those Agencies in relation to figures
for the opening balances in the Deposits Fund was acted upon in January 2004.

Recommendation: The Audit Office once again recommend that the Ministry of Finance establish a Deposit
Fund in accordance with the requirement of the FMA Act. (2019/07)

62. The Audit Office was also unable to verify the accuracy of $833.530M as deposits held for
investments on behalf of the Sugar Industry Labour Welfare Fund (SILWF), the Sugar Industry
Rehabilitation Fund and the Sugar Industry Price Stabilisation Fund. These entities were last audited for the
years 2016, 1980, and 1980, respectively. It was therefore not possible to use the entities’ records as a basis
of verifying the accuracy of the balances.

Ministry’s Response: The Ministry of Finance is of the expressed view that it is the responsibility of the
SILWF to furnish such information to the Auditor General, since that entity has in its possession all the
relevant records.

63. Prior to 2004, the records at the Accountant General’s Department were not maintained in a manner
to adequately monitor or control advances granted from the Deposit Fund. In addition, it was not possible
to easily ascertain the value of advances issued or outstanding as at 31 December 2003. As a result, the
amount of $13.835 billion representing advances outstanding as at 31 December 2019 could not be
substantiated.

Ministry’s Response: The Ministry of Finance explained that with the advent of IFMAS (how renamed IFMIS)
in 2004, all reconciliations have been timely and accurate, as such; balances in the Deposits Fund as at the end
of 2019 can be substantiated. In the absence of records prior to January 2004, the Ministry of Finance continues
to rely on the Agencies records to facilitate reconciliations.

Recommendation: The Audit Office once again recommend that the Ministry reconcile the advances granted
prior to 2004 and submit the results for audit scrutiny. (2019/08)

29 Financial Reports of the Deposit Fund



64. Section 42(2) of the FMA Act states “on the establishment of a Deposit Fund, the Minister shall
notify the National Assembly of the Deposit Fund and shall specify, (b) the purpose or purposes for which
moneys may be expended from the Deposit Fund; and (d) the intended investment strategy for the moneys
deposited in the Deposit Fund”. The Ministry of Finance produced a schedule of agencies with
miscellaneous deposits. However, the Ministry of Finance did not produce any documentation in support
of the schedule. Shown in the table below are the details of the Deposit Fund as at 31 December 2019:

Amount Amount Amount
Description 2019 2018 2017
$°000 $°000 $°000
Types of Deposit
Dependents Pension Fund 1,931,023 1,575,177 1,230,560
Sugar Industry Welfare Committee 50,691 50,691 50,691
Sugar Industry Labour Welfare Fund 743,773 848,287 970,684
Sugar Industry Rehabilitation Fund 74,833 76,709 72,432
Sugar Industry Price Stabilisation Fund 14,924 14,924 14,033
Miscellaneous 34,089 1,639,422 3,804,721
Total 2,849,333 4,205,210 6,143,121
Types of Advance

Personal 23,059 22,488 19,266
Gratuity 1,312,358 1,243,004 1,281,183
Auto Advance 105,843 109,345 113,531
Guyana Gold Board 8,650,148 8,650,148 8,650,148
Imprest & Cash on Hand 1,568,665 1,530,278 1,523,418
Deposit Fund Advance Warrants 208,410 208,410 208,410
Crown Agents 411,798 409,040 409,040
Statutory and Other Bodies 1,554,456 1,554,456 1,554,456
Total 13,834,738 | 13,727,169 | 13,759,452

Ministry’s Response: The Ministry of Finance stated that the documents requested is available at both
SIWF and DPF as well at Accountant General’s Department for verification by the Auditors.

65. Examination of the Financial Report of the Deposit Fund revealed the following:

a) The amount for Guyana Gold Board reflected a static balance of $8.650 billion for the
period 2012 to 2019, however, the audited Financial Statements of Guyana Gold Board
reflected $8.732 billion as at 31 December 2019.

b) Advances in relation to Deposit Fund Advance Warrants remained static for the period 2014
to 2019.

c) The amount for Statutory and Other Bodies remained static for the period 2005 to 2019.

Ministry’s Response: The Ministry of Finance maintains the accuracy of its figures in relation to the
Guyana Gold Board Advances.

Recommendation: The Audit Office once again recommend that the Ministry take urgent action to bring
closure to these issues. (2019/09)

66. In the view of the foregoing observations, the completeness, accuracy and validity of the amounts
shown in the Financial Report of the Deposit Fund as shown on page 555 for the year ended 31 December
2019 made in pursuance of Section 42 of the FMA Act, could not be satisfactorily determined.
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SCHEDULE OF ISSUANCE AND EXTINGUISHMENT OF ALL LOANS

67. Section 73(2)(a)(iii) of the FMA Act requires that the Minister present such other ‘financial
information relating to the fiscal year that he deems necessary to present fairly the financial transactions
and financial position of the State”. The Schedule of Issuance and Extinguishment of all Loans as shown
on page 556 reflected a balance of $399.706M at the end of 2019 as shown below:

Balance asat31 | Balanceasat31 | Balanceasat31
Description December 2019 | December 2018 | December 2017
$°000 $°000 $°000
Ogle Airport Inc. 299,706 333,007 366,308
Guyana National Printers Ltd. 100,000 100,000 100,000
Total 399,706 433,007 466,308
68. The Schedule of Issuance and Extinguishment of all Loans for the year ended 31 December 2019

reflected outstanding loan amounts of $299.706M and $100M for Ogle Airport Inc. and Guyana National
Printers Ltd., respectively.

69. Amounts totalling $33.301M for Ogle Airport Inc. were repaid during the year; however, it should
be noted that the full loan amount for Guyana National Printers Ltd. remained outstanding as at 31
December 2019, since the schedule reflected no payment on this loan.

70. The Schedule properly presents the Schedule of Issuance and Extinguishment of all loans presents
fairly, in all material respect the loans issued and extinguished as at 31 December 2019.
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STATEMENT OF ASSETS AND LIABILITIES OF THE GOVERNMENT

71. The assets and liabilities of the Government comprised mainly cash and bank balances and cash
equivalents, as well as short and long-term liabilities usually in the form of advances from the bank by way of
overdrafts, as well as the issue of Treasury Bills. Article 216 of the Constitution establishes the Consolidated
Fund, whilst Section 41 of the FMA Act, pursuant to Article 220 of the Constitution, establishes the
Contingencies Fund as a sub-fund of the Consolidated Fund. In addition, the Deposit Fund was established by
Section 42 of the FMA Act. The Balance Sheets of these funds at the end of the year would normally comprise

the assets and liabilities of the Government.

72. The Statement of Assets and Liabilities of the Government for the year ended 31 December 2019, is

summarised as follows:

Description 2019 2018
P $M $M
Assets
Central Government Accounts (91,575) (83,734)
LIS 11 Bank Account 0 0
WSG Bank Account -Loan 0 0
Cash at Bgnk of Guyana in respect of Special Accounts 7,245 17,504
(2000 Series)
Cash at Bank of Guyana in respect of Redemption of
Treasury Bills Account (0.003) (0.003)
(84,330) (66,140)
Less: Liabilities
Treasury Bills
90 days 993 993
182 & 365days 2,001 21,876
G Series 67,527 42,408
F Series 371 5,971
70,982 71,248
Sugar Industry Welfare, Labour, Rehabilitation & Price
e 834 940
Stabilisation Funds
Miscellaneous Deposits 34 1,639
Depen(_lants’ Pension Fund and Sugar Industry Welfare 1,082 1,626
Committee
73,832 75,453
Net Liability (158,162) (141,593)
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73. The sum of negative $91.575 billion shown as Central Government Accounts represented actual
bank balances instead of Ledger/Cash Book balances, with the exception of the new Consolidated Fund
(Account Ne. 407). This was due primarily to the absence of reconciliations of a number of Government
Bank Accounts. The following table gives a breakdown with comparative figures at the end of the preceding
years:

Account o Amount | Amount Amount
No Description 2019 2018 2017
- $M $M $M
407 Consolidated Fund (New) (Cash Book) (77,512) | (80,034) | (109,019)
400 Consolidated Fund (Old) (46,776) | (46,776) (46,776)
3001 Non-Sub Accounting Min/Dept. 0 0 7
- Other Ministries/Departments’ Accounts 30,833 21,518 27,726
969 Monetary Sterilisation Account 1,880 21,558 77,537
Total (91,575) | (83,734) (50,524)

The new Consolidated Fund as per the Statement of Assets and Liabilities of the Government

reflected an overdraft of $77.512 billion at the end of 2019, payments in excess of receipts made from this
account increased the overdraft to $145.410 billion during 2019, which was subsequently reduced by the
issue of the F Series and G Series - Treasury Bills to $77.512 billion at the end of December 2019. The
issue of new Treasury Bills (F Series - 182 days and G Series - 364 days) of $67.898 billion should have
been deposited into of the Monetary Sterilisation Account and not the Consolidated Fund Account.

Ministry’s Response: \While the Ministry of Finance agrees that the Minister is empowered under the FMA
Act 2003 to seek funding by way of borrowing in order to reduce the overdraft on the Consolidated Fund,
the Ministry is not in agreement that such sums should be deposited in the Monetary Sterilisation Account.
The issue is more related to bridging a fiscal gap and has no relation to monetary policy which falls under
the remit of the Bank of Guyana. Section 61 of the FMA Act 2003 stipulates that proceeds of any such
borrowing by the Government shall be paid into the Consolidated Fund.

75. The 2000 series bank accounts as shown on page 560 to 561 are a combination of various accounts
for Project, Grant, Debt Relief and Balance of Payment Accounts. These accounts do not form part of the
Consolidated Bank Account No. 01610000407; however, they are Government Funds. The Audit Office’s
assessment of the balances held in these accounts indicated that there were a total of seventy-two accounts
totalling $7.245 billion, twenty-eight of these accounts are inactive with a balance of $264.213M and forty-
four active accounts totalling $6.980 billion; in addition, forty accounts have zero balances and nine
accounts reflected static balances totalling $3.561 billion over the past four years.

Ministry’s Response: The closure of the bank accounts is an on-going process since bank account Ne.
201490 for the sum of $1.403 billion and account Ne. 3368110 for the sum of $26.773M were closed in
2020 and transferred to the Consolidated Fund Account via Credit Advice Nes. 39-121370 and 39-124947
respectively. The other bank accounts will be done in a phased manner.

Recommendation: The Audit Office recommends that the Ministry of Finance urgently review the status of
the above accounts, with a view to transferring all funds that are transferable to the Consolidated Fund.
(2019/10)
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76. The Monetary Sterilisation Account set up in 1993 to capture the proceeds from issues of medium
term Treasury Bills (i.e. 182 & 365 days), reflected a balance of $1.880 billion as at 31 December 2019.
However, the related balance in the Statement of Public Debt for outstanding Treasury Bills was stated as
$70.719 billion, resulting in a difference of $68.839 billion of which $371M represents F-Series and
$67.527 billion represents G-Series that were deposited into the Consolidated Fund.

77. Further, according to the Notes to the Account which states “The Monetary Sterilisation account
deficit of $69.103B is the difference between the outstanding liability ($70.983B) and cash held for purpose
of retiring the liability ($1.880B). The difference of $69.103B relates to unpaid discounts to the Bank of
Guyana by the Government of Guyana. The repayment of outstanding interest on treasury bills gives a net
amount of $529.4M with $317.7M remaining balance for 2018 and $211.8M for the year 2019 ”.

78. Audit examination revealed that the outstanding liability for the Monetary Sterilisation Account as
stated in the Notes to and forming part of the Financial Statements is overstated by $68.891 billion which
represents F-Series and G-Series that were deposited into the Consolidated Fund as shown below.

Monetary
. . Sterilisation Consolidated | Outstandin
Treasury Bills Outstanding Account Fund Liability 9
$°000 $°000 $°000

91 Days K-Series 0 993,480

F-Series 0 370,946

G-Series 0 67,527,016

180 and 360 Days 2,091,454 0

Total 2,091,454 68,891,442 70,982,896
Balance as per Bank Statement 1,879,684

Unreconciled difference (211,770)

79. It should be noted, according to Bank of Guyana reconciliation of account Ne. 969 as at 31

December 2019, the amount of $211.770M represent unreconciled differences for the period July 1994 to
November 2012.

Ministry’s Response: The Ministry of Finance concurs with the observation that the outstanding liability
for the Monetary Sterilisation Account is being overstated by the Treasury Bills amounting to $67.898
billion. This matter is being reviewed in the context of upscale Public Finance Management Reform now
receiving financing consideration by a Donor Agency, considering all the observations that have been
highlighted in the report. Also being investigated is the unreconciled difference of $211.8M covering the
period July1994 to November 2012.

Recommendation: The Audit Office once again recommends that the Ministry of Finance work assiduously
to bring closure to this matter. (2019/11)

80. The Government continued to operate on a cash basis and has not adopted or implemented the
International Public Sector Accounting Standards (IPSAS). These Standards require accrual basis of accounting
with full consolidation of all Government Agencies, including Public Enterprises and Statutory Bodies which
are reliant on the state for assistance, to present a full and true financial position of the Government. The
implementation of these Standards will enhance the quality, consistency and transparency of Public Sector
Financial Reporting, leading to better informed assessments of the resource allocation decisions made by
Government, thereby increasing transparency and accountability.
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Ministry’s Response: The Ministry of Finance continues to increasingly explore methods and systems to
modernise and improve public financial management. Towards this end, the IFMIS was upgraded in 2018
to a current Version 7.0 and thereafter renamed the Integrated Financial Management and Information
System (IFMIS). The upgrade is geared to support the public sector functions in order to increase the
effectiveness and efficiency of state financial management and facilitate the adoption of modern public
expenditure practices, in keeping with international standards and benchmarks.

Additionally, efforts have been directed towards strengthening Public Financial Management (PFM)
Systems, including re-engineering of business processes and restructuring the government chart of account
that would be more aligned with the reforms that are considered prerequisites towards the adoption of the
International Public Sector Accounting Standards (IPSAS).

81. In view of the foregoing observations, | am unable to form an opinion whether the Statement as shown
on pages 557 to 561 properly presents the Assets and Liabilities as at 31 December 2019.

SCHEDULE OF GOVERNMENT GUARANTEES

82. Section 71(1) of the FMA Act states that the Minister shall, within the annual Consolidated
Financial Statements, certify and issue an official schedule of Government Guarantees. The Schedule of
Government Guarantees shall include, with respect to each Government Guarantee outstanding:

a) The identity of the public entity whose borrowing has been guaranteed.
b) The identity of the creditor.

C) The amount of the Government’s potential debt obligation in respect of the guarantee.

83. The Schedule of Government Guarantees as shown on page 562, reflected an outstanding balance
of $16.585 billion at the end of 2019, as shown below:

Outstanding Outstanding
Agency Liability as at Liability as at

31/12/2019 31/12/2018

G$°000 G$°000

National Industrial and Commercial Investment (NICIL) Ltd. - 15.840.000 0
Issuance of bonds to finance the Guyana Sugar Corporation T
Bank of Guyana (Contribution to the Deposit Insurance Fund) 500,000 0
Guyana Telecommunications Corporation 191,807 0
Guyana Transport Services Ltd. 52,929 0
Total 16,584,736 0
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National Industrial and Commercial Investments Ltd. (NICIL) Fixed Rate Bond

84. On 24 May 2018 the Minister of Finance signed a contract on behalf of the Government of Guyana
and Hand in Hand Trust Corporation Inc., for National Industrial and Commercial Investments Ltd. (NICIL)
Fixed Rate Bond 2018-2023. Whereby they agreed:

a) NICIL by way of security for a borrowing of $16.500 billion constituted and agreed to issue
and sell Fixed Rate Bonds (called "the Tranche 1 Bonds" in this Guarantee).

b) NICIL and Hand in Hand Trust Corporation Inc., by way of security for borrowing the sum
of $13.500 billion constituted and agreed to issue and sell Fixed Rate Bonds (called “the
Residual Bonds" and together with the Tranche 1 Bonds called “the Bonds” in this
Guarantee).

C) The Government irrevocably and unconditionally guarantees the sums due and payable
under “the Bonds” on the condition that the total amount recoverable under this Guarantee
shall not exceed $30 billion.

85. According to a summary presented for audit by the Ministry of Finance, as at 31 December 2019
amounts totalling $17.600 billion were disbursed on the loan; whilst, amounts totalling $1.760 billion
representing Principal were repaid, resulting in an outstanding liability of $15.840 billion. Further, amounts
totalling $1.256 billion in interest and other charges were accrued. It should be noted the outstanding
liability to the Government excludes the interest and other charges. See summary in table below.

Principal Interest &
Tranche Amount Other Current
Repaid Charges Liability
A B) © (A-B)
Amount Amount Amount Amount
Ne. Date
$7M $7M S’M $’M
1 24-May-18 16,500 1,650 1,180 14,850
2 4-Jul-18 1,100 110 76 990
Total 17,600 1,760 1,256 15,840
86. However, apart from the contract and the summary of the transactions, no other documentation for

the disbursement and repayment were presented for audit; as a result, it could not be determined who is the
recipient and how the amounts were accounted for. In view of the forgoing, the accuracy and validity of the
amounts could not be determined.

Deposit Insurance Fund

87. The Deposit Insurance Act 2018 establishes the Deposit Insurance Corporation and provides for
the establishment of the Deposit Insurance Fund, which shall be maintained and managed by the
Corporation. The Deposit Insurance Act 2018 requires that the Bank of Guyana make an initial contribution
to the Fund, the contribution of the Bank be guaranteed by the Government of Guyana. On 12 June 2019
the Government signed a contract to guarantee the Bank’s initial contribution of $500M to the Deposit
Insurance Fund.
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Guyana Telecommunications Corporation and Guyana Transportation Service Ltd.

88. The Government had guaranteed 100% of the borrowings of Guyana Transport Services Ltd. and
Guyana Telecommunications Corporation, as highlighted in my pervious reports these entities are no longer
in existence and therefore the responsibility to discharge liabilities totalling $244.736M now rests with the
Government.

Ministry’s Response: While the Government of Guyana is indeed the guarantor for debts owed by Guyana
Telecommunications Corporation and Guyana Transportation Service Ltd. both of which are now defunct.
The Creditors to whom the outstanding debts are owed, namely TATA Export Ltd. and ITT World
Communications Inc., have never invoked the guarantees by seeking payments for these debts from the
Ministry of Finance.

89. The Schedule of Government Guarantees presents fairly, in all material respects the liabilities
guaranteed by the Government as at 31 December 2019

STATEMENT OF CONTINGENT LIABILITY

90. According to Section 73(2) of the FMA Act, the Minister of Finance is required to prepare a
Statement of Contingent Liabilities which forms a component of the annual Consolidated Financial
Statements. The Act defines a Contingent Liability as “a future commitment, usually to spend public
moneys, which is dependent upon the happening of a specified event or the materialisation of a specified
circumstance”.

91. The Statement of Contingent Liability as shown on page 563, reflected an outstanding balance of
$16.585 billion at the end of 2019, as shown below:

Outstanding Outstanding
Agency Liability as at Liability as at

31/12/2019 31/12/2018

G$°000 G$°000
National Industrial and Commercial Investment Ltd. (NICIL) - 15.840.000 0
Issuance of bonds to finance the Guyana Sugar Corporation o
Bank of Guyana (Contribution to the Deposit Insurance Fund) 500,000 0
Guyana Telecommunications Corporation 191,807 0
Guyana Transport Services Ltd. 52,929 0
Total 16,584,736 0
92. The above liabilities for the Guyana Telecommunications Corporation and Guyana Transport

Services Ltd., continues to be reflected in the Schedule of Government Guarantee as at 31 December 2019.
As in my previous reports, the Audit Office once again recommended that the above liabilities be transferred
to the Public Debt in view of the fact that the said entities are no longer in existence and the responsibility
to discharged these liabilities now rest with Government. As a result, the audit does not consider the above
mentioned to be the Contingent Liabilities of the Government of Guyana.

93. The Statement of Contingent Liability properly presents the contingent liabilities of the
Government for the year ended 31 December 2019 .
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94.

95.

SCHEDULE OF PUBLIC DEBT

In accordance with Article 221 of the Constitution, the Public Debt of Guyana and service of that
debt are direct charges on the Consolidated Fund. In addition, Section 3(1) of the External Loans Act,
Chapter 74:08 of the Laws of Guyana, as amended by Order Ne. 31 of 1991, authorises the Government to
raise loans outside of Guyana not exceeding G$400 billion. Section 3(6) of the said Act also requires all
agreements relating to such loans to be laid before the National Assembly as soon as practicable after the
execution of such agreements.

For the years 2015 to 2019, Government of Guyana entered into thirty-one new external loan
agreements with contract sums totalling G$96.389 billion while disbursements received on these loans up
to 31 December 2019 amounted to $45.614 billion as shown in the table below:

Loan
. Amount Loan Disbursement
Ne. of | Foreign .
Donor Agency Loan | Currenc Foreign Amount as at
Y| currency | Equivalent | 31.12.2019
$°000 G$°000 G$°000
Inter-American Development Bank 9 UshD 110,960 22,990,840 10,531,927
International Development 6 usD 1,600 333,600 140,112
Association SDR 55,800 16,227,774 9,394,009
Caribbean Development Bank 4 usD 24,832 5,139,073 141,354
Caribbean Development Fund 2 usD 12,849 2,653,319 2,332,066
Exim Bank of India 4 usD 81,500 16,829,750 309,206
Export-Import Bank of China 2 Yuan 562,883 17,533,177 13,707,344
Bilateral/Multilateral Creditors 4 usD 70,901 14,681,057 9,058,306
Total 31 96,388,590 45,614,324
96. The table below detailed the thirty-one loans entered into between the years 2015 to 2019:
Foreign
Foreign Currencies Equivalent
No Donor Description of Loan Foreign Currency Disburse. Disbursement
' Agency Date of Agreement Currency Loan Equivalent As at as at
Amount Loan Amount 31.12.2019 31.12.2019
$°000 G$°000 ‘000 G$°000
Citizen Security
DB Strengthenin
1 | 3369-BL- gthening USD 15,000 | 3,097,500 11,689 2,427,917
Gy Programme
(19.02.2015)
IDB Environment Sector
2 3422-BL- | Strengthening-II usD 17,160 3,543,540 17,160 3,543,540
GY (19.02.2015)
37;5/BBL- Support to Improve
3 GY Maternal and Child usD 8,000 1,652,000 3,634 757,173
Health (21.02.2017)
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Foreign
Foreign Currencies Equivalent
No Donor Description of Loan Foreign Currency ) Disburse. Disbursement
' Agency Date of Agreement Currency Loan Equivalent As at as at
Amount Loan Amount | 31.12.2019 31.12.2019
$°000 G$°000 ‘000 G$°000
DB Sust_ainable
3798/BL- Agricultural
4 GY Development uUsb 15,000 3,097,500 1,856 384,972
Program
(21.02.2017)
Enhancing the
National Quality
IDB Infrastructure for
3824/BL- | Economic
5 GY Diversification and usD 9,000 1,858,500 2,246 467,691
Trade Promotion
Program
(21.02.2017)
IDB
3876/BL- | Support for the
6 GY Criminal Justice usb 8,000 1,652,000 1,880 391,088
System (21.02.2017)
IDB Strengthening the
7 4698/BL- Energy Sector usD 11,640 2,426,940 11,640 2,426,940
GY (10.12.2018)
Establishing an
DB Electronic Single
8 4659/BL- - usb 6,000 1,251,000 220 45,870
GY Window for Trade
(11.02.2019)
9 Energy Matrix
Diversification and
b8 Institutional
4676/BL- . usb 21,160 4,411,860 416 86,736
Gy Strengthening of
Department of
Energy (11.02.2019)
Total for IDB 22,990,840 10,531,927
Additional Finance
IDA for University of
10 Guyana Science and SDR 2,700 775,293 2,700 769,443
5753-GY .
Tech. Support Project
(29.12.2015)
IDA Guyana Payments
11 System Project SDR 4,500 1,326,500 594 172,094
IDA Guyana Education
12 Sector Improvement SDR 9,900 2,918,299 2,916 847,730
6009-GY | project (22.06.2017)
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Foreign
Foreign Currencies Equivalent
No Donor Description of Loan Foreign Currency Disburse. Disbursement
' Agency Date of Agreement Currency Loan Equivalent As at as at
Amount Loan Amount | 31.12.2019 31.12.2019
$°000 G$°000 ‘000 G$°000
IDA First Programmatic
13 Financial and Fiscal | ¢y 24400 | 7,074,677 24400 | 7,074,677
6286-GY | Stability Dev. Policy
Credit (27.07.2018)
IDA Preparation of
Proposed Guyana Qil
14 and Gas Capacity USD 1,600 333,600 672 140,112
IDA-V2160 | Building Project
Preparation Advance
(18.07.2018)
IDA Guyana Petroleum
Resources
15 Governance and SDR 14,300 4,133,005 1,834 530,065
6382-GY Management Project
(11.04.2019)
Total for IDA 16,561,374 9,534,121
CcDB Sugar Industry
16 9 SFR-OR- | Mechanization usD 7,500 1,548,750 5 1,033
GUY Project (26.05.2015)
CDB Skills Development
17 and Employability usD 11,700 2,416,050 420 87,570
19/SFR-GY | project (23.05.2017)
CcDB Waster Sector
18 Enhancement Project usD 1,265 263,753 i -
CDB Transport Sector
19 Enhancement Project usb 4,367 910,520 253 52,751
21/SFR-GY (18.09.2018)
Total for CDB 5,139,073 141,354
CDF Guyana CDF Farm
20 Access Road Project usD 6,224 1,285,256 5,295 1,093,418
GUY/L0001 (11.11.2015)
Rural Agricultural
Infrastructure
CDF Development Small
21 ROG/L0002 | Scale Farming usD 6,625 1,368,063 5,963 1,238,648
Communities
(14.12.2016)
Total for CDF 2,653,319 2,332,066
Export- Procurement of an
22 | Import Bank | Ocean Ferry usD 10,000 2,065,000 i -
of India (9.11.2016)
Export- East Bank East Coast
23 | Import Bank | Road Linkage Project usD 50,000 10,325,000 1,123 234,146
of India (16.03.2016)
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Foreign
Foreign Currencies Equivalent
No Donor Description of Loan Foreign Currency Disburse. Disbursement
' Agency Date of Agreement Currency Loan Equivalent As at as at
Amount Loan Amount | 31.12.2019 31.12.2019
$°000 G$°000 ‘000 G$°000
High Capacity Fixed
Exim Bank and Mobile Drainage
24 ; Pumps and uUsb 4,000 826,000 360 75,060
of India :
Associated Structures
(22.02.2017)
Upgrading of three
hospitals WDRH,
Exim Bank | Bartica Regional
25 of India Hosp. & Suddie Usb 17,500 3,613,750 - i
Regional Hosp.
(19.07.2017)
Total for Exim Bank of India 16,829,750 309,206
Guyana East Coast
o | EXimBank | DemeraraRoad YUAN | 313839 | 9970122 | 240271 7,304,892
of China Improvement Project
(09.01.2017)
Export- Guyana National
27 | Import Bank | Broadband Project YUAN 249,044 7,563,055 212,809 6,402,452
of China (26.10.2018)
Total for Export-Import Bank of China 17,533,177 13,707,344
Oil Shipment to
28 Venezuela | Guyana usb 25,634 5,293,421 25,633 5,293,215
(Draft Agreement)
Islamic Dev Power Utility
29 Bank " | Upgrade Programme usD 20,000 4,170,000 ) -
(19.09.2018)
Reoublic Atlantic Hotel Inc.
Bpank Financial Obligations
30 e to Republic Bank usD 17,307 3,573,896 17,307 3,573,896
Trinidad & A
Tobago Limited (RBL)
(08.08.2017)
Hinterland
Environmentally
IFAD No. | Sustainable
31 2000001704 | Agricultural usb 7,960 1,643,740 917 191,195
Development Project
(21.03.2017)
Total 96,388,590 45,614,324
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97. As can be noted from the table above, during the period under review, three new loan agreements
were entered into by the Government of Guyana. There was also one amended loan agreement. Additional
details on these loans for 2019 are shown in the table below. The related loan agreements for the four loans

were all laid in the National Assembly during 2019.

Donor/ Date laid in
Ne, Date of Loan Description of Loan Currency Loan . National
Agreement Ref Amount | Equivalent Assembly
' $°000 G$°000
IDB- Establishing an
1 | 11.02.2019 4659/BL- | Electronic Single usD 6,000 1,251,000 | 26.04.2019
GY Window for Trade
Energy Matrix
Diversification and
IDB- Institutional
2 | 11.02.2019 4676/BL- . usD 21,160 | 4,411,860 | 26.04.2019
GY Strengthening of the
Department of Energy
(EMISDE)
IDA-6382- Guyana Petroleum
3 11.04.2019 GY Resources Governance SDR 14,300 4,133,005 | 15.05.2019
and Management Project
(Amended)
Kuwait Bilateral Debt Settlement
4 18.03.2019 Investment | Agreement uUSsD 26,854 5,599,059 | 26.04.2019
Authority
Total 15,394,924
98. However, the following agreements related to Petro Caribe which were entered during 2015, were

still not laid in the National Assembly at the time of reporting:

a) Compensation agreements between the Bolivarian Republic of Venezuela and the Co-
operative Republic of Guyana; and

b) Sales agreement for oil shipment to Guyana through the Petro Caribe agreement for the

year 2015 with a total value of G$5.293 billion or US$25.632M.

Ministry’s Response: The Ministry indicated that: (a) the signing of the seventh compensation agreement
has been on hold since 2015 as the relevant authorities in Venezuela (PDVSA) are yet to sign same. Even
though all documentations related to the Guyana/Venezuela Rice Trade Agreement were submitted and
reconciled with the relevant Venezuelan authorities since July 2015; and (b) the Sales Agreement for oil
shipments to Guyana was approved by the then Cabinet in July 2019 but there was no movement since the
tabling was dependent on the reconvening of the National Assembly.

99. The Public Debt as at 31 December 2019 (i.e. debts which are required to be serviced out of the
Consolidated Fund only and which do not include those of Bank of Guyana and parastatal entities) is
summarised below:
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Total Total
Description External Internal 2019 2018

G$°000 G$°000 G$°000 G$°000
Unfunded 268,358,150 44,481,211 312,839,360 315,228,891
Funded 0 3,898,537 3,898,537 3,898,537
T“(agi”é;’yf)'"s 0 997,300 997,300 997,300
(182 & 365 days) 0 70,719,300 70,719,300 71,007,450
Total 268,358,150 | 120,096,347 388,454,497 391,132,178

100.  As can be noted, the total Public Debt stood at G$388.455 billion or the equivalent of US$1.863
billion at the end of 2019, as compared with the sum of G$391.132 billion or US$1.876 billion at the end
of 2018, representing a decrease of G$2.677 billion.

101.  Expressed as a factor of Current Revenue (G$240.585 billion), the total Public Debt at the end of
2019 was 1.61 times Current Revenue, compared with a factor of 1.80 at the end of 2018, and 1.96 at the
end of 2017.

102.  During the years 2015 to 2019 the total Public Debt increased by G$36.382 billion or 10.33% as
shown in the table below:

(Increase) / %
Year G$°000 Decrease (Increase) /
G$°000 Decrease

2015 352,072,961

2016 364,587,662 | (12,514,701) (3.55)

2017 381,695,481 | (17,107,819) (4.69)

2018 391,132,178 (9,436,697) (2.47)

2019 388,454,497 2,677,681 0.68
2015-2019 (36,381,536) (10.33)

External Debt

103.  The External Debt at the end of 2019 was G$268.358 billion, compared with G$272.091 billion at
the end of 2018, a net decrease of G$3.733 billion. Equivalent in United States Dollars, the External Debt
as at 31 December 2019 was US$1.287 billion, compared with US$1.305 billion at the end of 2018. This
net decrease was due mainly to:

a) Two loans had their opening balances revised. These are the Guymines to reflect interest
arrears and Kuwait which has a debt reduction and is now reflected in US dollars.

b) Disbursements totalling G$19.135 billion or US$91.777M in respect of loans contracted.

C) Repayments of principal totalling G$11.242 billion or US$53.917M.

d) Accrued interest for Non Paris Club Creditors amounted to G$285.350M or US$1.369M.

e) Fluctuations of exchange rates.
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104.  During the years 2015 to 2019 the external debt increased by G$36.261 billion or 15.62% as shown

in the table below:

(Increase) / %
Year G$°000 Decrease (Increase) /
G$°000 Decrease

2015 232,096,692

2016 235,711,300 (3,614,608) (1.56)

2017 254,404,677 (18,693,377) (7.93

2018 272,091,211 (17,686,534) (6.95)

2019 268,358,150 3,733,061 1.39
2015-2019 (36,261,458) (15.62)

105. On 17 January 2018, the Ministry of Finance requested the Bank of Guyana to open an Interest
Bearing US Dollar Bank Account to set aside all payments due, and which cannot be made to Venezuela.
This account has been established in Switzerland at the Bank for International Settlements (BIS) and has
been credited with all obligations payable to Venezuela.

106.  According to Bank of Guyana statement of account, the opening balance on this account as at 1
January 2019 was G$1.499 billion or US$7.187M while the closing balance as at 31 December 2019 was
G$2.807 billion or US$13.463M, an increase of G$1.308 billion or UD$6.276M. The funds in this account
represents principal repayments, interest which is due to Petroleos de Venezuela (PDVSA) and accumulated
interest earned on the account. For the period under reviewed amounts totalling US$6.032M were reflected
on the Statement of Public Debt as repayments of principal and interest although these payments were not
made to PDVSA directly.

Ministry’s Response: Considering the sanctions imposed upon Venezuela, it is not prudent for the
Government of Guyana to make direct payments to PDVSA.

Recall of Disbursed Amount that was not utilised

107.  The Inter-American Development Bank (IDB) and the Government of Guyana (GoG) signed a
Loan Agreement on the 21 March 2010 for the Loan Contract Ne. 2215/BL-GY Road Improvement and
Rehabilitation Program amounting to US$24.8M which comprise of Ordinary Capital Financing of
(US$12.4M) and Fund for Special Operations of (US$12.4M).

108.  According to letters issued by the Ministry of Public Infrastructure Works Services Group, dated
28 September 2018 and 3 October 2018 address to the Bank of Guyana, in which a request was made to
transfer funds of US$236,358.12 and US$49,196.94 respectively to the Inter-American Development Bank
through the DEUTSCHE BANK TRUST CO. AMERICAS via Swift Code BKTRUS33XXX. These
amounts were transferred to IDB Bank A/C Ne. 04025213 from Citibank 111 Wall St., New York. Debit
Advices dated 11 October 2018 and 3 October 2018 were submitted to validate the transfer of funds. During
2019, according to the confirmation received from IDB disbursements of US$93,580 and US$164,578 for
Ordinary Capital Financing portion and Fund for Special Operations respectively, were further returned to
the Bank; however, these amounts were not reflected on the Statement of Public Debt nor in the Public Debt
records.

Ministry’s Response: The Ministry of Finance is not in possession of any documentation to reflect the
claim of the IDB disbursements of US$93,580 and US$164,578 that was returned to the Bank in 2019.
The balances reported in IDB’s Loan Balance Report for IDB 2215 between December 2018 to December
2019 contained discrepancies which were queried by Debt Management Division. This matter will be
further investigated.
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Cancellation of Loan

109. The Government of Guyana and the World Bank signed a Loan Agreement on the 18 July 2018 for
the Preparation of Proposed Guyana Oil and Gas Capacity Building Project Preparation Advance Ne. V2160
amounting to US$1.6M of which disbursement of US$672,000 was released during 2018. However,
according to the Statement of Public Debt, Note 3 and Debt Management records this Loan was fully
cancelled but supporting documentation to support the cancellation of this Loan was not provided for audit.

Ministry’s Response: The Ministry indicated that the V2160 Loan was cancelled in 2019.

Repayment of Loan

110.  The Loan for Rescheduling of Guyana Debt Trinidad and Tobago has Loan amount of US$177M
which came into effect on 26 March 1997 between the Government of the Republic of Trinidad and Tobago
and the Co-operative Republic of Guyana. However, on 6 October 2005, the Government of the Republic
of Trinidad and Tobago and the Co-operative Republic of Guyana signed an agreement of US$56M on
Rescheduling of Bilateral Debt and adjusted to include capitalised debt service payments of the years 2004
and 2005 and which was expected to conclude on 23 May 2019 for the final principal repayment of
US$4.3M. It should be noted that the loan has concluded and the final principal repayment of US$4.3M
was paid off during May 2019.

Bilateral Debt Settlement

111.  The Government of Guyana and the Kuwait Investment Authority on 12 January 1975 signed a
Loan Agreement for KWD3M (Kuwait Dollars) and as per the agreement; the outstanding balance of this
Loan is to be fully repaid as at 31 December 2018. Previous to 2019, no repayment was made on this Loan.
During 2019, the Loan amount was converted to United States Dollar and the amount outstanding was
revised to US$78M to reflect the outstanding principal of US$10M and accrued interest of US$68M. A
repayment of US$2M on the principal was made for the first time in 2019 on this Loan. On 18 March 2019,
the Government of Guyana and the Kuwait Investment Authority signed a Bilateral Debt Settlement
Agreement in which Kuwait Investment Authority agrees to grant Guyana a debt reduction on the
outstanding interest amount of US$68M of which 75% or US$51M will be used for the development of
social projects and the remaining US$17M or 25% to be treated by way of a debt swap arrangement. It was
noted that the new agreement was not entered into by the two parties at the time of reporting.

Ministry’s Response: The Ministry indicated that the actual amount to be used for development social
projects is US$51M or 75% of accrued interest. The remaining sum of US$27M is to be treated in part
through a debt swap arrangement of US$14M and cash repayment of US$13M. The debt swap
arrangement is still to be worked out between the parties.

Internal Debt

112.  The Internal Debt increased by G$1.055 billion, from G$119.041 billion to G$120.096 billion. This
increase was due mainly to:

a) The issuance of a non-interest bearing debenture totalling G$1.623 billion.

b) Issue of Treasury Bills totalling G$288.150M.

C) The repayment of non-negotiable debenture certificates totalling G$244.122M to the
National Insurance Scheme.

d) Principal repayment of an Internal Loan totalling G$35.822M.
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Treasury Bills

113.  Shown in the table below is the increase/decrease in outstanding Treasury Bills at the end of each
fiscal year over the years 2015 to 2019:

Amount
Year Outstanding Increase / Increase /
Face Value (Decrease) (Decrease)
$°000 $°000 %

91 Days & K Series

2015 8,884,450

2016 5,997,650 (2,886,800) (32.49)

2017 997,300 (5,000,350) (83.37)

2018 997,300 0 0

2019 997,300 0 0
Total 2015 — 2019 (7,887,150) (88.77)
182 Days (A & F Series)

2015 253,600

2016 7,151,550 6,897,950 0.27

2017 11,332,750 4,181,200 58.47

2018 6,352,500 (4,980,250) (43.95)

2019 725,000 (5,627,500) (88.59)
Total 2015 — 2019 471,400 185.88
361 Days (B & G Series)

2015 68,298,550

2016 68,318,750 20,200 0.03

2017 67,662,050 (656,700) (0.96)

2018 64,654,950 (3,007,100) (4.44)

2019 69,994,300 5,339,350 8.26
Total 2015 - 2019 1,695,750 2.48

114.  For the period under review, the Bank of Guyana issued fifteen G-Series Treasury Bills with a total
face value of G$68.234 billion and one F-Series with a total face value of G$372.600M. These Treasury
Bills were all properly reflected in the records. However, it was noted that these amounts were deposited
into the Consolidated Fund Account Ne. 407 and not the Monetary Sterilisation Account Ne 969.

Ministry’s Response: The Ministry indicated that the G and F-Series Treasury Bill instruments were issued
for the purpose of financing Government expenditure is therefore correctly deposited into the Consolidated
Fund Account Ne. 407.

Computerisation of Public Debt Register

115.  During November 2016, with the aid of Commonwealth Secretariat through technical assistance,
the Ministry was able to begin the process of having the Public Debt System computerised using the
Commonwealth Secretariat Debt Recording Management System (CSDRMS). At the time of reporting, the
system was partially implemented with the Debt Management Division having the authority to record, input
and validate all data entered into the system. However, the Public Debt Section has only real-time viewing
access and cannot input data and customise reports.
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Ministry’s Response: The Ministry of Finance has commenced the process of computerising the
activities of the Public Debt Section in 2014 with the use of the CS-DRMS. However, the MOF plans to
operationalise the Domestic Debt Module and to use the system reports for reconciliation purposes.
During 2019 training continued which is aimed at improving the skills of the staff as the system evolves.

The preparation of the Public Debt Statement was done with the assistance of the CS-DRMS
information and hence over time there will be less reliance on the manual records in the Public Debt
Section as the CS-DRMS would become the single repository for all debt related transactions and the
other manual registers will also be automated in the near future.

CS-DRMS integrates with financial systems and allows seamless exchange of debt related data for
improving efficiency and accuracy of information. As such as the IFMIS System continues to evolve the
Ministry intends to have an interface between the two systems for greater efficiency accountability and
transparency which will align with the Public Financial Management.

Recommendation: The Audit Office recommends that the Ministry of Finance continue the process of
having the Public Debt system fully computerised, and carry out monthly reconciliation of its records with
those of the Debt Management Division (2019/12)

116.  Except for any adjustments which might have been shown to be necessary as a result of the
observations contained in the relevant sections of my Report, in my opinion, the Schedule of Public Debt
as shown on Pages 564 to 586 properly presents the Public Debt for the year ended 31 December 2019.
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PUBLIC DEBT — EXTERNAL LOANS

1%

42.44% 11.74% 7.41% 18.11% 8.53% 4.19% 6.46% 1.12% 100%
$113.878B | $31.498B | $19.877B | $48.591B $22.904B $11.253B | $17.341B | $3.017B | $268.358B

Figure 4
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RECEIPTS AND DISBURSEMENTS BY HEADS OF BUDGET AGENCIES

117.  The Statements of Receipts and Disbursements by Heads of Budget Agencies for the year ended 31
December 2019 are shown on pages 587 to 598. These statements are also subjected to the comments
dealing with the accounts of Ministries/Departments/Regions under the relevant sections of this Report.

APPROPRIATION ACCOUNTS OF HEADS OF BUDGET AGENCIES

118.  The Appropriation Accounts of Head of Budget Agencies for the year ended 31 December 2019
in respect of the Current and Capital Appropriations for which they were responsible are shown on pages
2/1 to 2/212 of Volume Il of my Report. These accounts are subjected to the comments dealing with the
accounts of Ministries/Departments/Regions under the relevant sections of this Report.

EXTRA-BUDGETARY FUNDS

119.  No Statement was provided to verify Extra-Budgetary Funds in accordance with Section 39 of the
FMA Act during the period under review.

FINANCIAL REPORT OF OTHER ACCOUNTS APPROVED BY THE MINISTER

120.  There was no other Financial Report approved by the Minister for the period under review.
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REPORT ON THE ACCOUNTS OF MINISTRIES/DEPARTMENTS/REGIONS

AGENCY 02
OFFICE OF THE PRIME MINISTER

Current Year Matters

Current Expenditure

Employment Costs

121.  Approximately eighty-two percent of the Office’s staff were on contracts as of December. A
summary is shown in the table below:

Actual as per
Chart of Description December Percentage
Account (Staff)
Payroll
6114 Clerical and Office Support 1 4
6115 Semi-Skilled Operatives 4 14
6116 Contracted Employees 23 82
Total 28 100

122.  Approximately ninety-five percent of the Office’s expenditure on wages and salaries were paid to
the employees on contract. See summary in the table below.
Amount
22?&1?; Description Expended (Ze)zciggaeg de)
$°000 P
6114 Clerical and Office Support 1,111 1
6115 Semi-Skilled Operatives 3,121 4
6116 Contracted Employees 77,106 95
Total 81,338 100

123.  The table below shows the staffing summary at the time of preparation of the 2019 National

Estimates compared with actual staffing according to the December payroll.

Chart of National Actual as per
Account Description Estimates December Difference
2019 Payroll
6114 Clerical and Office Support 1 1 0
6115 Semi-Skilled Operatives 4 4 0
6116 Contracted Employees 22 23 1
Total 27 28 1

124.  The Public Service Commission Circular Ne. 1/2017 dated 7 February 2017, required Permanent
Secretaries, Heads of Departments and Regional Executive Officers to submit a list of all Officers on
Contract/Gratuity for them to be appointed on the Pensionable Establishment. The table below provides a
summary as per ‘Age Range’ of the employees on contract, as of December:
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Age Range Ne. of
(Years) Employees
Below 45 12
45-55 4
Above 55 7
Total 23

125.  As can be noted in the table above, the Office still had twelve contracted employees who were
below the age of forty-five. These employees should have been transferred to the Pensionable Establishment
in keeping with instructions of the Public Service Commission.

Office’s Response: The Head of Budget Agency indicated that the Office has 12 persons to be transferred
to the Pensionable Establishment, and the transition process for staff members to be placed on the
Pensionable Establishment has been reactivated. The Office is currently in the process of completing the
appraisal forms for submission to the PSC.

Recommendation: The Audit Office once again recommends that the Head of Budget Agency continue the
process of transferring all eligible employees over to the Pensionable Establishment in keeping with
Circularised Instructions. (2019/13)

126.  The table below provides a summary as per salary range of the twenty-three employees on contract
according to the December payroll:

Salarv Range No. of Amount
yRang Employees $°000
Below $100,000 7 543
$100,001 - $200,000 3 368
$200,001 - $400,000 10 2,570
Above $400,000 3 1,379
Total 23 4,860

Subsidies and Contributions to Local Organisations

127.  The sum of $542M was budgeted for Subsidies and Contributions to Local Organisations. The full
sum was paid over to three statutory bodies which were under the control of the Office. These bodies were
the Government Information Agency/Department of Public Information, Integrity Commission, and
National Communications Network. A summary of the funds paid over to the three bodies is shown in the
table below:

Agency Amount
$°000

Government Information Agency/Department 310,000

of Public Information

National Communications Network 187,000

Integrity Commission 45,000

Total 542,000
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128.  These bodies were subject to separate financial reporting and audit. However, the Office continued
to breach Section 80, Sub-sections (1) and (3) (c) of the Fiscal Management and Accountability Act of
2003, which requires that statutory bodies “...as soon as is practicable and in all events not later than four
months after the end of the fiscal year established for that statutory body...submit an annual report to the
concerned Minister... which shall include...a report prepared by the Auditor General on the financial
statements of the statutory body”. See table below for status of audits for these agencies.

Financial
Statement
Agency Last Remarks
Audited
. 2014-2017 Audit in progress
Government Information Agency 2013 2018-2019 Financial Statements not submitted
Integrity Commission 2016 2017-2019 Financial Statements not submitted

Office’s Response: The Head of Budget Agency indicated that the Office is in the process of completing
the outstanding Financial Statements for submission.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure that all
outstanding Financial Statements be submitted for audit. (2019/14)

129.  The Office also failed to comply with Section 80 (4) of the Fiscal Management and Accountability
Act of 2003, which stipulates that “The concerned Minister shall, within two months following the receipt
of the annual report, present the annual report of each statutory body to the National Assembly”. The table
below provides the status of submission of audit reports to the National Assembly.

Year of Last Year Annual
Agency Last Report Laid in

Audit National Assembly
Integrity Commission 2016 2014
National Communications Network 2018 2016

Office’s Response: The Head of Budget Agency indicated that action will be taken to lay audit reports for
the financial years 2015 and 2016, and 2017 for the Integrity Commission and National Communications
Network, respectively, in the National Assembly. The Head also added that the audit report for the financial
year 2018 for the National Communications Network has been signed off, and the AGM is to be held, after
which, action will be taken to have it laid in the National Assembly.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure that all audited
accounts are laid in the National Assembly, promptly. (2019/15)

Accounting for Expenditure

130.  The Office breached the provisions of Section 43 of the Fiscal Management and Accountability
Act, whereby it (Office) failed to returned and surrendered to the Consolidated Fund, seventy cheques
drawn for a sum of $23.883M. As a result, the Appropriation Accounts have been overstated by the said
sum of $23.883M. It should be noted that sixty-nine of the cheques drawn in the sum of $23.853M were
paid out during 2020. The other cheque drawn in the sum of $30,000 has since been refunded to the
Consolidated Fund.
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Office’s Response: The Head of Budget Agency indicated that the transactions were processed on or before
31 December 20109.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure that the
requirements of Section 43 of the FMA Act are fully adhered to. (2019/16)

Capital Expenditure

Land Transport

131.  The sum of $18M was allotted for: (i) the purchase of bus for the Department of Information; and
(i) the purchase of vehicle for Integrity Commission. Amounts totalling $14.450M were expended. This
represented a shortfall in expenditure of $3.550M, which was approximately twenty percent of the approved
allotment.

132. It should be noted that the Office processed two payments for the two percent withholding tax
payable to the Guyana Revenue Authority in the sum of $0.126M each. However, the Office recognised
that it miscalculated the withholding tax. Consequently, one payment of $0.126M was refunded to the
Consolidated Fund in February 2020. This would result in the Appropriation Account being further
overstated by $0.126M.

Office’s Response: The Head of Budget Agency stated that all payments for the Office of the Prime
Minister are processed through the Ministry of the Presidency. It was a mistake at their end, for processing
two 2% cheques to GRA in regards to payment for the vehicle. As such the office refunded the sum to the
Consolidated Fund at 31 December 2019 and is awaiting an invoice from the supplier to indicate the
outstanding balance owed to them. The Office will have to write the MoF to highlight this as an unpaid
account.

Recommendation: The Audit Office recommends that the Head of Budget Agency take steps to avoid
recurrences. (2019/17)

Furniture and Equipment

133.  The sum of $25M was budgeted for the purchase of furniture and equipment for the Department of
Public Information, Integrity Commission, and Office of the Prime Minister. Amounts totalling $24.991M
were expended as summarised in the table below.

. Amount
Particulars $°000
Capital Releases to Department of Information 19,500
Capital Releases to Integrity Commission 2,500
Purchase of furniture and equipment 2,991
Total 24,991

134.  The capital releases were verified as received by the Department of Public Information, and
Integrity Commission. As reported earlier, these two agencies are subject to separate financial audit and

reporting. Hence, the utilisation of the releases would be examined during the agencies’ respective financial
audits for 2019.
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135. A perusal of documentation provided revealed that the furniture and equipment totalling $2.991M
were received by the Office. The table below provides a summary of the items purchased.

L . Amount

Description of Item Quantity $°000

IP telephone system 1 881
Laptops 4 690
Chair set 1 584
APC UPS backup batteries 8 209
UPS-APC Smart system 1 177
Lenovo desktop 1 153
Inverter 1 81
Heavy duty shredder 1 75
Stabilizers 8 54
Water dispenser 1 40
Filing cabinet 1 39
Power strips 8 8
Total 2,991

136.  The items were physically verified; however, they were not marked to readily identify them as
Government property, which is a breach of Section 28 of the Stores Regulations.

Office’s Response: The Head of Budget Agency indicated that the Office has commenced marking all items
purchased in 2019.

Recommendation: The Audit Office recommends that the Head of Budget Agency comply fully with Section
28 of the Stores Regulations. (2019/18)

Follow-up on the Implementation of Prior Year Audit Recommendations

137.  The table below summarises the prior year matters as contained in the Auditor’s General 2018
Report, and the actions taken by the Head of Budget Agency regarding the recommendations made by the
Audit Office.

Recommendations
Category of Findings Fully Partially Not
Implemented Implemented Implemented

Rec.
No.

Breach of Circularised Instructions -
2018/08 | Transfer of eligible contracted employees to \
the permanent establishment.

Breach of Section 80 (3) of the FMA Act -
Laying of audit reports in the National N
Assembly, and prompt submission of
Financial Statements for statutory bodies.

2018/09
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AGENCY 03
THE MINISTRY OF FINANCE

Programme 1 - Ministry Administration

Current Year Matters

Current Expenditure

Employment Costs

138.  According to the National Estimates 2019, amounts totalling $11.709 billion were budgeted for
Employment Costs; however, amounts totalling $10.421 billion were expended resulting in a shortfall of
$1.288 billion. Included in the amount of $11.709 billion is the amount of $11.552 billion which was
budgeted for revision of wages and salaries for the entire public service of which amounts totalling $10.264
billion were expended accounting for the shortfall of $1.288 billion. The difference of $157M was expended
on Employment Costs for the Ministry of Finance.

139.  The table below shows the staffing details of the Ministry of Finance - Programme 1 at the time of
preparation of 2019 National Estimates versus the actual staffing as at 31 December 2019:

Chart of o Na_tional Increase /

Account Description Estimates Actual (Decrease)
2019 2019 2019
6111 Administrative 4 6 2
6112 Senior Technical 1 1 0
6113 Other Technical and Craft Skilled 10 9 (D)
6114 Clerical and Office Support 36 45 9
6115 Semi-Skilled Operatives 9 10 1
6116 Contracted Employees 29 28 1)
6117 Temporary Employees 1 0 (1)
Total 90 99 9

140.  Amounts totalling $84.665M were paid to twenty-eight contracted employees for the period under
review. Shown in the table below are the salary ranges of the twenty-eight contract employees:

Ne. of Amount
Salary Range Employees $°000
Below $100,000 15 1,145
$100,001 - $200,000 8 1,048
$200,001 - $400,000 2 578
Above $400,000 3 2,204
Total 28 4,975

141.  The Public Service Commission Circular Ne. 1/2017 dated 7 February 2017 stated that Permanent
Secretaries, Heads of Departments and Regional Executive Officers are required to submit a list of all
Officers on Contract/Gratuity to be appointed on the Pensionable Establishment. For 2019, there were a
total of twenty-eight contracted employees of which six contracted employees were below the age of forty-
five years and should have been transferred to the Pensionable Establishment. Shown in the table below are
the age ranges of the twenty-eight contracted employees:
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Age Range Ne. of
(Years) Employees
Below 45 6
45 - 55 11
Above 55 11
Total 28

Ministry’s Response: The Head of Budget Agency indicated that Ministry has six contracted employees
below the age of forty-five years that should have been transferred to the Pensionable Establishment. One
contracted employee is in the process of transitioning to the Pensionable Establishment while three
employees are yet to be processed. The remaining two contracted employees that are regarded as being
‘technical’ in context of their special skills set within the Ministry, have since been granted approval of
employment by the Public Service Ministry.

Recommendation: The Audit Office recommends that the Head of Budget Agency continue the process of
moving all eligible employees over to the Pensionable Establishment in keeping with Circularised
Instructions. (2019/19)

Maintenance Works

142.  The sum of $24.400M was allotted in 2019 for the maintenance of buildings and other infrastructure
for the Ministry. Allotments transfers totalling $13M were made revising the total funds available to
$37.400M. According to the Appropriation Accounts, amounts totalling $30.434M were expended as at 31
December 2019.

143.  Anexamination of a sample of twenty-two contracts relating to maintenance of buildings and other
infrastructure were examined and it was observed that there were eighteen instances totalling $4.017M
where the dates of the invoice were prior to the date of the contracts, indicating that the goods and services
were procured in advance of the contractual agreements. In addition, there were also four instances totalling
$2.234M where Ministerial Tender Board (MTB) approval dates were after the dates recorded on the
invoices.

Ministry’s Response: The Head of Budget Agency noted the discrepancy and indicated that the respective
action taken by the Ministry was influenced by the urgent need to have the emergency works carried out
without any delay, in recognition that it could have been detrimental to the health and wellbeing of staff
and contribute to significant delays in the processing of payroll for the entire country. The Ministry will
however ensure that there is no future recurrence of this nature.

144.  Further, there was one instance where there was an apparent contract splitting to avoid MTB
adjudication where a contractor was awarded five separate contracts for the period August to December
2019, all for the same service. These contracts should have been merged to create one contract which would
have required MTB approval. Details are shown in the table below:
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Date of Contract

Ne, Contract Description of Works S;m
Maintenance of sprinkler system, plant soil application,
1 10.12.2019 | trimming of decorative plants, mulching of plants etc. for 50,000
August 2019
Maintenance of Sprinkler System, plant soil application,
2 10.12.2019 | trimming of decorative plants, mulching of plants etc. for 50,000

the month of September 2019

Maintenance of sprinkler system, plant soil application,
3 10.12.2019 | trimming of decorative plants, mulching of plants etc. for 50,000
the month of October 2019

Maintenance of sprinkler system, plant soil application,
4 10.12.2019 | trimming of decorative plants, mulching of plants etc. for 50,000
the month of November 2019

Maintenance of sprinklers system, plant soil application,
5 10.12.2019 | trimming of decorative plants, mulching of plants etc. for 50,000
December 2019

Total 250,000

Ministry’s Response: The Head of Budget Agency indicated that the maintenance of the Sprinkler System
and Lawns at Ministry of Finance is done monthly by a service provider. Upon completion of the specified
works invoices are usually presented for payment at the end of the month. However, for the period in
guestion, the contractor failed to submit the invoices monthly, and instead all invoices were submitted with
the same dates thus resulting in the contracts being inadvertently prepared with the same date for the period
August - December 2019. The Ministry has already taken steps to strengthen supervisory controls aimed at
ensuring that there are non-recurrences.

Recommendation: The Audit Office recommends that the Ministry adhere to the Procurement Act at all
times. (2019/20)

Subsidies and Contributions to Local Organisations

145.  According to the National Estimates, the sum of $8.321 billion was budgeted for Subsidies and
Contribution to Local Organisations for the period under review. As at 31 December 2019, amounts
totalling $7.287 billion were expended by seven agencies resulting in a shortfall of $1.034 billion in
expenditure. With the exception of the National Procurement and Tender Administration Board (NPTAB),
the other agencies were subject to separate financial reporting and auditing. Of the seven entities, the
Guyana Association of Securities, Companies and Intermediaries, and Guyana Securities Council are
audited by private auditors. The status of the other four entities are as follows:
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Last Report

Last .
Budgeted Amount . Laid in
Agency Amount Expended Shortfall I?e u%'rtt National Remarks
$°000 $°000 $°000 P Assembly
F'”a”C'aU:itte"'gence 145,004 117,794 27,300 | 2019 2014 | 2019 Audit Opinion Issued
National Industrial Financial Statements for
and Commercial 200000 | 200,000 0| 2013 . 2014-2018 submited
7 Financial Statements for
Investment Limited .
2019 not received
Financial Statements for
GuyanaRevenue | ¢ och 000 | 5,881,631 | 968,369 | 2014 2006 | 2015-2016 submitted
Authority Financial Statements for
2017-2019 not received
Financial Statements being
redone for 2004-2007
. Financial Statements
Bureau of Statistics 906,905 884,178 22,727 - - received for 2008-2010
Financial Statements for
2011-2019 not received
Total 8,101,999 7,083,603 1,018,396

Ministry’s Response: The Head of Budget Agency indicated that with respect to Guyana Revenue
Authority:

o Financial Statements (FS) for 2017 were submitted to the Audit Office on 8 May 2019
. The drafting of the FS for 2018 is over ninety percent completed
o The FS for 2019 is pending completion of the 2018 FS.

Bureau of Statistics:

. FS for 2011 to 2016 have been completed for submission to the Audit Office
. FS for 2017 to 2019 is currently a work-in-progress.

Recommendation: The Audit Office recommends that the Head of Budget Agency follow-up with National
Industrial and Commercial Investments Limited, the Guyana Revenue Authority and Bureau of Statistics to
have the outstanding Financial Statements submitted for audit and ensure that all outstanding audited
accounts are laid in the National Assembly. (2019/21)

Audit of the Accounts of the Guyana Lotteries Commission

146. The Government of Guyana and Canadian Bank Note Ltd. (CBN) entered into an agreement
establishing a Government Lottery which was organised and conducted under the provisions of the
Government Lotteries Act, Chapter 80:07 of the Laws of Guyana. Under this agreement CBN is to pay
Licence fees equivalent to 24% of gross revenue. The Guyana Lotteries Commission which was established
in August 1996 by a Cabinet Decision manages the Licence fees receivable and ensures that amounts
expended are within the National Sector and in accordance with the guidelines for access to the lottery
funding.

147.  The Lotteries Commission continued to receive proceeds from the National Lottery which were
used to make payments approved by Cabinet. The Commission is subject to separate financial reporting
and auditing. The last set of audited accounts was for the year 2013.
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148.  According to the Receipts and Disbursements Statement of the Ministry of Finance, for 2019, the
Ministry budgeted $600M for Lottery Receipts under the category of Miscellaneous Revenue; however,
only an amount of $32.500M were transferred from the 3119-Bank Account to the Consolidated Fund. For
2018, the amount of $300M was budgeted while amounts totalling $326M were transferred to the
Consolidated Fund. It was noted that while the Ministry of Finance has been budgeting for Lottery Receipts,
the net receipts are received at the end of the year. The following is a summary of the Bank Statements for
the years 20109:

Amount Amount

Description 2019 2018

$°000 $°000
Opening balance 81,215 47,786
Proceeds received 728,211 715,322
Transfers to Consolidated Fund (32,500) (326,000)
Expenditure for various activities (422,844) (355,893)
Closing balance 354,083 81,215

149.  According to the Cash Book, amounts totalling $712.844M were expended while the amount of
$32.500M was transferred to the Consolidated Fund for 2019 as detailed in the table below:
L S Amount
Receiving Agency Activities $°000
Observance of Guyana’s Republic Jubilee 2020 290,000
- Rehabilitation of grounds and recreational parks 150,000
Ministry of the - —
Presidency Hosting of Indepgn_den_ce I_:Iag Rfausmg Cere_mon_y _2019 88,236
Payment for participation in Carifesta X1Vin Trinidad and Tobago 49,433
Hosting of Emancipation celebration activities 27,830
Hits and Jams Support for the Guyana Carnival activities 2019. Buju Banton Long
- 50,000
Entertainment Inc. Walk to Freedom
Linden Broadcasting Purchase of new equipment, infrastructural works and associated cost 45 000
Network for Linden Broadcasting Network '
Guyana Football Sponsorship for the Guyana Football Federation’s National Senior 11467
Federation Team to participate in the CONCACAF Gold Cup 2019 Competition ’
Guyana Public Service | Payment for sponsorship by GPSU to attend the 878
Union International on Climate Change Santiago Chile on 2019-10-29-30
Account General Transfer to Consolidated Fund 32,500
Total 745,344
150. In August 2019, draft Financial Statements for the years 2015 to 2019 were submitted for

audit. However, on 14 December 2016, the Audit Office completed the audit for the year 2014 and
requested signed Financial Statements but these were not received up to the time of reporting in November
2020. In the absence of audited Financial Statements for the years 2014 to 2019, it was not possible to
verify the completeness, accuracy and validity of the revenue and expenditure for the Guyana Lottery
Commission for those years.

Ministry’s Response: The Head of Budget Agency indicated that the Financial Statements for 2014 could
not have been submitted since the members of the Lottery Commission were unavailable to sign same. The
opinion to be considered in respect of the completeness and accuracy of the revenue and expenditure of the
Guyana Lottery Commission Financial Statements is based on the completion of the Audit for the Fiscal
Years 2015-2019. The draft Financial Statement for 2019 was completed and submitted on 31 August 2020.

Recommendation: The Audit Office recommends that the Ministry ensure that Financial Statements are
submitted promptly for audit examination. (2019/22)
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Programme 2 - Public Financial Management

Employment Costs

151.  According to the National Estimates, the sum of $511.224M was budgeted for Employment Costs
for a staff complement of 167 staff while amounts totalling $510.853M were expended for the period under
review. The table below shows the staffing details at the time of preparation of 2019 National Estimates
versus actual staffing as at 31 December 2019.

Line o Na_tlonal Increase /
ltem Description Estimates Actual (Decrease)
2019 2019
6111 | Administrative 23 23 0
6112 Senior Technical 2 2 0
6113 Other Technical and Craft Skilled 18 18 0
6114 | Clerical and Office Support 44 52 8
6116 | Contracted Employees 79 88 9
6117 | Temporary Employees 1 1 0
Total 167 184 17

152. Amounts totalling $379.578M were paid to eighty-eight contracted employees for the period under
review. Shown in the table below are the salary ranges for the eighty-eight contracted employees:

Salary Range Ne. of Amount
Employees $°000
Below $100,000 3 3,705
$100,001 - $200,000 32 67,382
$200,001 - $400,000 35 153,119
Above $400,000 18 167,959
Total 88 392,165

153.  The Public Service Commission Circular Ne. 1/2017 dated 7 February 2017 stated that Permanent
Secretaries, Heads of Departments and Regional Executive Officers are required to submit a list of all
Officers on Contract/Gratuity to be appointed on the Pensionable Establishment. For 2019, there were a
total of eighty-eight contracted employees of which sixty employees were below the age of forty-five and
should have been transferred to the Pensionable Establishment. Shown in the table below are the age ranges
for the eighty-eight contracted employees:

Age Range Ne. of
(Years) Employees
Below 45 60
45 - 55 16
Above 55 12
Total 88

Ministry’s Response: The Ministry indicated that for 2019, there were a total of eighty-eight contracted
employees of which sixty were below the age of forty-five. The sixty employees who were considered
technical in context of their special skills set within the Ministry, have since been granted the requisite
approval for employment by the Department of Public Service.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure that all eligible
employees are moved over to the Pensionable Establishment in keeping with Circularised Instructions.
(2019/23)
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Current Revenue

154.  The sum of $13.223 billion represents current revenue estimated to be collected for the fiscal year
2019. Examination of the Statement of Receipts and Disbursements (current) revealed that total revenue
actually collected and paid into the Consolidated Fund was $12.628 billion. This represents a shortfall of
5% in actual collections when compared with the amounts estimated. Amounts estimated and collected
under the various categories are as follows:

Amount
Collected and

Description Approved paid into (Under)/Over

Estimates Consol. Fund | the Estimates

$°000 $°000 $°000

Stamp Duties: 487,619 501,992 14,373
Revenue Stamps 485,782 500,242 14,460
Cheques 1,837 1,750 (87)
Other Tax Revenue 2,269 157 (2,112)
Rice Levy 0 0 0
Auction Duty 2,269 157 (2,112)
Interest: 1,155,252 814,271 (40,981)
Other Loans and Advances 155,252 1,771 (153,481)
Loans to Public Corporations 1,000,000 812,500 (187,500)
Rents and Royalties 4,568,221 3,889,697 (678,524)
Fees 0 0 0
Royalties 4,568,221 3,889,697 (678,524)
Dividends and Transfers: 5,300,000 5,700,380 400,380
Bank of Guyana Profits 2,100,000 1,880,978 (219,022)
Dividend from Non — Financial Institutions 900,000 919,402 19,402
Special Transfers from Statutory and Non —
Statutory Bodies 2,300,000 2,900,000 600,000
Miscellaneous: 1,709,707 1,721,285 11,578
Guyana R.E.D.D Investment Fund 0 0 0
Sundries 1,084,634 1,661,260 576,626
Lottery Receipts 600,000 32,500 (567,500)
Pension Contributions — Seconded Officers 0 730 730
Pension Contributions — Legislators 25,073 26,795 1,722
Total 13,223,068 12,627,782 (595,286)

155.  The amount of $919.402M reflected as Dividends from Non-Financial Institutions was received
from the National Industrial and Commercial Investment Limited and Ministry of Public Infrastructure for
Power Producers and Distributors Inc. for the year 2019.

156.  The amount of $2.900 billion reflected as Special Transfers from Statutory and Non-Statutory
Bodies was received from the Guyana Geology and Mines Commission and Deeds and Commercial
Registries Authorities.
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157.  According to the Statement of Receipts and Disbursements (current), the sum of $1.085 billion was
budgeted to be collected in the 2019 as Sundries Receipts; whilst, the sum of $1.661 billion was collected
and paid into the Consolidated Fund as summarised in the table below. This amount includes amounts
totalling $1.212 billion for refunds of unspent balances on Inter-Departmental Warrants (IDWs) and
subventions and salaries and allowances for various Ministries, Departments and Regions. These refunds
should have been credited to the respective Line Items in the Appropriations Accounts of the entities instead
of being accounted for as revenue. As a result, the Appropriation Accounts and revenue were overstated by
$1.212 billion.

Description Amount
$°000

Refund of unspent balances, subventions, IDWs etc. 776,043
Refund on advances, allowances for students, non

. ! 310,855
supply of items, air fare, overpayments etc.
Refund of salaries, allowance, travelling 90,566
Refund of aircraft Ammunition 34,336
Sub-total for refunds 1,211,800
Payment for tender documents 59,281
Payment for lab tests and vaccinations 54,711
Ogle Airport — principal payment on loan 33,301
Others 302,167
Total 1,661,260

Ministry’s Response: The Head of Budget Agency indicated that those refunds for Inter Departmental
Warrants that have not been credited to the respective Line Items in the Appropriations Accounts are as a
result of the closure of Government Accounts at 31 December of each fiscal year.

Recommendation: The Audit Office recommends that Ministry follow-up with the agencies to ensure that
Financial Returns and details on refunds are received from defaulting agencies in a timely manner so that
the Appropriation Accounts can be appropriately adjusted. (2019/24)

Capital Revenue

External Loans

158.  In keeping with the Cash Basis of Accounting, revenues must be recognised when it is received.
However, significant differences were observed between the amounts shown as receipts in respect of
External Loans on the Statement of Public Debt and those recorded in the Statement of Receipts and
Disbursements for the year 2019 as shown in the table below:

Statement of

Loan Statement of R_eceipts and _

Public Debt Disbursements Difference

$°000 $°000 $°000

Caribbean Development Bank 1,817,703 1,633,851 183,852
Export-Import Bank of China 7,834,920 4,000,000 3,834,920
Inter-American Development Association 1,791,643 1,320,554 471,089
Inter-American Development Bank 7,563,129 5,731,948 1,831,181
International Fund for Agricultural Development 24,395 17,229 7,166
Export-Import Bank of India 157,626 159,027 (1,401)
Caricom Development Fund 0 183,379 (183,379)
Inter-American Development Association 0 7,133,654 | (7,133,654)
Inter-American Development Bank 0 2,426,940 | (2,426,940)
Total 19,189,416 22,606,582 | (3,417,166)
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159.  On 27 July 2018 the Government of Guyana (GoG) and the International Development Association
signed a Loan Agreement - Loan 6286-GY First Programme Financial Fiscal Stability Development Policy
for the sum of SDR24.400M equivalent to G$7.075 billion. According to the Public Debt records the full
amount was disbursed in 2018 and brought to account in the Public Debt records. However, actual
disbursements of $7.134 billion was received on 2 April 2019 and brought to account as revenue in 2019,
thus accounting for the significant difference of $7.134 billion between the Statement of Public Debt and
the Statement of Receipts and Disbursements.

160.  Similarly, on 10 December 2018 the GoG and the Inter-American Development Bank signed a
Loan Agreement - 4698/BL-GY Strengthening the Energy Sector for US$11.640M equivalent to G$2.427
billion. According to the Public Debt records the amount of G$1.213 billion was disbursed in 2018, while
the amount of G$1.213 billion was disbursed in 2019 and brought to account in 2018 and 2019 respectively
in the records. However, the actual disbursements totalling G$2.426 billion was received on 22 January
2019 and 23 December 2019 and accounted for as revenue in 2019, thus accounting for the significant
difference of G$2.427 billion between the Statement of Public Debt and the Statement of Receipts and
Disbursements.

Ministry’s Response: The Ministry indicated that the Revenue Statement figures are reflective of the
recognition of capital revenue at posting in IFMIS based on “dummy transactions entered during the fiscal
year, which also reflect the current utilisation of funds”. On the other hand, the figures of the Public Debt
Statement represent the disbursements received from the development partners of the international lending
institutions. These differences are expected because the recordings are done at different times and at
different exchange rates. These differences will continue to occur if the processes governing treatment of
disbursements and their recordings in the country’s accounts remain unaltered.

Recommendation: The Audit Office recommends that the Ministry prepare reconciliation so that the other
differences can be identified. (2019/25)

External Grants

161.  With respect to External Grants, there were significant shortfalls in revenue for 2019 as shown in
the table below:
Amount Amount
Description Budgeted Collected Shortfall
$°000 $°000 $°000

Caribbean Development Bank 936,318 458,302 478,016
Japan 1,021,205 586,339 434,866
Inter-American Development Bank 907,284 730,858 176,426
Norway (R.E.D.D Invest. Fund) 1,400,000 1,287,548 112,452
Germany - Guyana Protected Areas System 150,000 57,326 92,674
International Fund for Agricultural Dev. 100,000 14,441 85,559
Islamic Development Bank 45,083 0 45,083
European Union 2,026,545 1,984,686 41,859
Caricom Development Fund 50,000 36,000 14,000
Mexico 10,000 0 10,000
Total 6,646,435 5,155,500 1,490,935

Ministry’s Response: The Ministry indicated that with respect to External Grants, there were significant
shortfalls in revenue for 2019, as reflected in the table provided.
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Other Assistance Grants — ExxonMobil Signature Bonus

162.  According to Article 33 - 33.1 of the Petroleum Agreement between Government of the
Cooperative of Guyana and Esso Exploration and Production Guyana Limited, CNOOC Nexen Petroleum
Guyana Limited and HESS Guyana Exploration Limited “The contractor shall pay the Government a
signature bonus of eighteen million United States Dollars (US$18,000,000.00). Such payment will be made
within a period of fifteen (15) Business Days after the Effective Date, or such earlier date as agreed amongst
the Parties. Such payment will be made to a bank account within the Bank of Guyana, which is owned by
the Government as designated in writing by the Minister of Finance of the Government. Contractor shall
verify such bank accounts and the Minister agrees to cooperate, assist and provide contractor any
information it requires to conduct such verification.”

163.  On 31 October 2016, the Government of Guyana received the sum of US$18M or G$3.717 billion
from ExxonMobil as a signing bonus. This amount was deposited into the Ministry of Finance ExxonMobil
Account Ne, 84515086 at Bank of Guyana. The Bank maintained a cash and investment accounts to
independently account for proceeds from investments. During the period 9 to 17 November 2016, amounts
totalling US$15.831M or G$3.269 billion was transferred to the investment account and expended to
purchase overseas bonds. The balance of US$2.176M or G$449M remained in the Account Ne. 8451.5086.

164.  The Government of Guyana earned interest of US$498,775 or G$103.629M from its investments
during the period 9 November 2016 to 31 December 2018, while Account Ne. 84515086 interest totalled
US$2,889 or G$598,443.

165. On 28 December 2018, the Ministry of Finance instructed the Bank to transfer the sum of
G$788.100M or US$3.780M from Account Ne. 84515086 to the Consolidated Fund. The amount was
transferred to the Consolidated Fund on 31 December 2018, leaving a balance of G$23.452M or
US$112,480 in the Account.

166. In the month of January 2019, the value of investments appreciated to US$14.545M from
US$14.477M, an increase of US$67,705. In addition, interest earned on the Investments and Cash Accounts
totalled US$42,378. The Ministry instructed the Bank in January 2019, to close Account Ne. 84515086 and
transfer all balances to the Consolidated Fund. In keeping with the directive of the Ministry, an amount of
G$3.065 billion or US$14.699M was transferred to the Fund on 24 January 2019 and reflected on the
Statement of Receipts and Disbursements (capital) as Other Assistance Grant. A final transfer of G$104,867
or US$502.96 was made on 14 February 2019, resulting in nil balances in the Accounts. The Bank closed
the Account in February 2019.

Overseas Conference and Official Visits

167.  The Accountant General’s Department continues to be involved in a joint reconciliation with the
respective agencies in clearing of conference advances, since it is incumbent on the latter to ensure that the
Public Officers within their employ submit the necessary clearance documents. However, despite the on-
going efforts there still continues to be advances outstanding as detailed in the table below:

Ne, of Amoun_t
Year Advances Outstanding
$°000
2019 13 1,187
2018 7 2,887
2017 29 6,802
2016 41 11,862
Total 90 22,738
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Ministry’s Response: The Ministry indicated that efforts are on-going to have all outstanding advances
cleared.

Recommendation: The Audit Office recommends that the Ministry continue in its efforts to have the
outstanding advances cleared and to ensure that advances are cleared within the stipulated time-frame.
(2019/26)

Capital Expenditure

168.  The sum of $4.977 billion was allotted for under the two capital programmes of the Ministry for
2019. Amounts totalling $4.125 billion were expended, resulting in a shortfall of $852M. The shortfall
represented approximately seventeen percent of the total funds available. This is an indication that the
Ministry did not execute its anticipated level of capital activities during the period under review. A summary
of the shortfall is shown in the table below:

Total Funds
Description Auvailable Expenditure | Shortfall
$°000 $°000 $°000

Basic Needs Trust Fund 540,000 190,081 349,919
National Payment System 250,000 31,088 218,912
Low Carbon Development Programme 1,400,000 1,287,548 112,452
Statistical Bureau 90,334 47,082 43,252
Institutional Strengthening 45,318 3,897 41,421
Project Preparation Facility 50,000 8,417 41,583
Technical Assistant 44,230 10,387 33,843
Fiscal Management Modernisation 12,000 4,439 7,561
Contributions to International Org. 686,334 684,039 2,295
Total 3,118,216 2,266,978 851,238

Basic Needs Trust Fund

169.  The sum of $540M was budgeted in 2019 for: (a) community livelihood projects and programmes
in areas such as Matarkai, Victoria, Linden, Essequibo and Kuru Kururu; (b) renewable energy initiatives;
(c) construction of early childhood development centre at Turkeyen; (d) upgrading of water supply
distribution systems at Marakanata, Fly Hill, Shulirsab, Kwaimatta, Wowetta, Aranaputa and Rupertee; and
(e) project administration. According to the Appropriation Account, amounts totalling $190.081 were
expended by Basic Needs Trust Fund resulting in a significant shortfall of $349.919M by the project.

170.  The project is funded by the Government of Guyana and the Caribbean Development Bank and is
subject to separate financial reporting and audit. At the time of reporting, the audit for 2019 was being
finalised.

Ministry’s Response: The Head of Budget Agency indicated that the BNTF 9 programme saw the
introduction of new community activities for which neither the CDB nor the BNTF staff had any expertise.
It took some time for experts to be recruited and for these livelihoods training units to get started.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure proper planning
is done so that execution of projects can be timely and that timelines given are complied with. (2019/27)
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National Payments System

171.  The sum of $250M was budgeted for: (i) establishment of national payments system infrastructure
including software and hardware for real-time gross settlement and central securities depository systems at
Bank of Guyana, Guyana Revenue Authority, National Insurance Scheme and Accountant General’s
Department; and (ii) legislative and policy reform. The allocation for the year 2019 was financed by
International Development Association. However, amounts totalling $31.088M were expended, resulting
in a significant shortfall of $218.912M. It was noted that there was also a shortfall in expenditure of
$29.795M in 2018 under this project.

172. 0On22June 2017, the Government of Guyana and the International Development Association (IDA)
signed an agreement whereby the IDA agreed to provide credit in an amount equivalent to four million,
five hundred thousand Special Drawing Rights (SDR) 4.5M or US$6M. The closing date for withdrawal is
31 March 2021. The objective of the project is to improve the usage of financial services through the
development of Guyana’s National Payments System to enhance safety and efficiency of payments.

173.  This project is subject to separate financial reporting and audit. The last audit report was issued on
11 June 2020 for the period 8 September 2017 to 31 December 2019. The main observations from the audit
are as follows:

174.  Asat December 2019, the sum of US$848,000 was disbursed, which represents 14% of the project
sum. However, appropriately thirty-three months after the effective date of the project, amounts totalling
US$172,423 which represents 20% of the disbursed amount only 3% of the project sum were expended to
date as shown in the table below:

Amount Amount Unspent
Investment categories Budgeted Expended Balance
US$ US$ uUs$
Component 1- Developing Payments System Infrastructure 2,755,000 135,082 2,619,918
Component 2- Capacity building of the Bank of Guyana 90,000 0 90,000
Component 3- Project Implementation Unit 84,000 37,341 46,659
Total 2,929,000 172,423 2,756,577

Ministry’s Response: The Head of Budget Agency indicated that the procurement of the RTGS and CSD
software and the adviser was delayed and there was some excess of budgeted over cost by about $210M.
The Bank of Guyana also procured the furniture from Canada which took more time than expected to
process since it required NPTAB’s no objection.

Recommendation: The Audit Office recommends that the Ministry ensure that all capital projects are
properly evaluated and costed and included in its budget submissions. (2019/28)

Low Carbon Development Programme

175.  The sum of $1.4 billion was budgeted in 2019 for: (i) Amerindian Land Titling; (ii) Adaptation
projects including rehabilitation of Cunha Canal; (iii) Institutional Strengthening of Department of
Environment, Office of Climate change and Project Management Office; (iv) Information and
Communication Technology Access and E-Service for Hinterland, Poor and Remote Communities in areas
such as Kaikan, Jawalla, Kurukubaru, Aranaputa, Shulinab, Toka and Surama; (v) Sustainable Land
Management and Development; and (vi) Other intervention and studies. This project is funded by the
Government of Guyana and Norway. According to the Appropriation Account the amount of $1.288 billion
was expended during 2019 resulting in a significant shortfall in expenditure of $112.452M.
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Ministry’s Response: The Head of Budget Agency indicated that there were delays in starting up the land
titling activity due to disagreements between UNDP (the contractor) and the Lands and Surveys Department
over the budget administration.

Recommendation: The Audit Office recommends that the Head of Budget Agency commence its projects’
implementation earlier to ensure the benefits of such projects are realised and avoid substantial shortfall
of expenditure. (2019/29)

Statistical Bureau

176.  The sum of $90.334M was budgeted for Bureau of Statistics for the purpose of: (i) support to
Bureau of Statistics to collect statistical data to record and measure oil and gas production in national
accounts; (ii) support to institutional strengthening of National Statistics System; and (iii) purchase of
furniture and equipment. As at 31 December 2019, amounts totalling $47.082M were expended, resulting
in a shortfall of $43.252M.

Ministry’s Response: The Head of Budget Agency indicated that the absorptive capacity of the Statistical
Bureau continued to plague the agency with shortage of skills and personnel relative to the work programme
in 2019 which included several surveys. As a result, there was a slow and delayed start of the programme
activities.

Recommendation: The Audit Office recommends that the Bureau ensure that all amounts budgeted are
expended in accordance with its submission to the Ministry of Finance. (2019/30)

Institutional Strengthening

177.  The sum of $45.318M was budgeted for this programme in 2019 for the provision of studies to re-
establish capacity for national planning and the National Development Bank. The benefits of the project
are: (i) improved institutional capacity; (iii) improved access to development financing; and (iii) improved
capacity for development planning. The programme is financed by Caribbean Development Bank and the
Government of Guyana. According to the Appropriation Account, amounts totalling $3.897M were
expended resulting in a shortfall of expenditure of $41.421M.

Ministry’s Response: The Head of Budget Agency indicated that the Chief Planning Officer was intended
to be the focal point of this programme. However, the post was unexpectedly vacated at the end of 2018
and was not filled during 2019.

Recommendation: The Audit Office recommends that the Ministry ensure that all amounts budgeted are
expended in accordance with its submission. (2019/31)

Project Preparation Facility

178.  The sum of $50M was budgeted in 2019 for project preparation facility to: (a) finance project
concept formulation, design, pre-feasibility and feasibility studies for investment projects and programmes;
and (b) establish a project databank. According to the Appropriation Account, amounts totalling $8.417M
were expended resulting in a shortfall of $41.583M.

Recommendation: The Audit Office recommends that the Ministry ensure that all amounts budgeted are
expended in accordance with its submission. (2019/32)
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Technical Assistance

179.  The sum of $10M was budgeted in 2019 to facilitate a Technical Assistance Project which was
funded by the Caribbean Development Bank and entails: (a) conduct of Country Poverty Assessment; (b)
South-South co-operation between Jamaica and Guyana; and (c) capacity building. According to the
Appropriation Account, there was no expenditure for 2019. Similarly, for 2018, although the amount of
$10M was budgeted no expenditure was incurred. The delay in the execution of the project could result in
the benefits of the project not being achieved which is improved access to timely and reliable country
monitoring and multidimensional poverty data.

180.  Asecond Technical Assistance was funded by the Inter-American Development Bank and entails:
(a) strategic plan for introduction of electronic procurement {e-GP}; (b) framework for piloting
procurement planning in Ministry of Public Infrastructure and Ministry of Public Health; and (c) records
management system for Accountant General’s Department. According to the Appropriation Account
amounts totalling $34.230M was budgeted for in 2019, however only $10.387M was expended resulting in
a shortfall of $23.843M. Similarly, for 2018 a shortfall of $35.417M was noted under this project. Delays
in execution could result in the benefits not being achieved which are improved efficiency in public
financial management and improved public procurement management.

Ministry’s Response: The Head of Budget Agency stated that the total funds available under Technical
Assistance is a total of two budget lines, one for $34.230M from the IDB and the other $10M from the
CDB. Nothing was used of the $10M budgeted for the establishment of a poverty assessment unit because
the funds were reassigned to complete the Transport Studies for the Ministry of Public Infrastructure; and
the BOS absorptive capacity was limited as a result of their work load completing a number of surveys.

The $34M programme from the IDB resources was delayed due to the difficulty identifying and recruiting
suitable experts in eProcurement in 2018 and 2019. Additionally, the contract of the Co-ordinator ended in
February 2019 and the position went unfilled, until a member of staff was delegated to take on the
responsibility.

Recommendation: The Audit Office recommends that where applicable, the Head of Budget Agency should
monitor the execution of its programme more closely, with a view of achieving its goals. (2019/33)

Fiscal Management Modernisation

181.  The sum of $12M was budgeted for: (i) creation of Guyana Revenue Authority Training Academy;
(if) Acquisition of Human Resource Management System; (iii) Modernisation of Valuation Division
including creation of new organisational structure; and (iv) Capacity building and change Management at
Guyana Revenue Authority and Valuation Division. The allocation for the year 2019 was to be financed by
Inter-American Development Bank (IDB). However, amounts totalling $4.439M were expended, resulting
in a shortfall of $7.561M.

182.  On 6 March 2017, the Government of Guyana and the Inter-American Development Bank signed
an agreement where the IDB committed to provide the sum of US$745,000 to assist in financing the
Ministry of Finance in the Fiscal Modernisation in Guyana. The objective is to assist in the modernisation
of its revenue management and real property tax assessment systems. These objectives will be accomplished
through the three components: (i) strengthening of the Guyana Revenue Authority; (ii) Modernisation of
the valuation division of the Ministry of Finance; and (iii) Capacity Building and Change Management.
The period of execution was thirty-six months from effective date of the Agreement. Thus, the activities
under this project came to an end on 6 March 2020.
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183.  This project is subject to separate financial reporting and audit. The last audit report was issued on
2 October 2020 for the period 6 March 2017 to 6 March 2020. The main observations from the audit are as
follows:

. As at 31 March 2020, the sum of US$ 119,038 was disbursed to the project, which
represents 16% of the project sum. However, approximately thirty-six months after the
effective date of the project, amounts totalling US$34,033 which represents 4.57% of the
project sum were expended to date. The table below shows a comparison of the planned
and actual expenditure for the period:

Budgeted Actual
Description Amount Expenditure | Difference
US$ USs$ Us$

Component 1 -

Strengthening of the GRA 270,00 0 270,000
Component 2 -

Modernisation of the Valuation Division of the MoF 250,000 30,000 220,000
Component 3 -

Capacity Building and Change Management 225,000 4,033 220,967
Total 745,000 34,013 710,967

Ministry’s Response: The Head of Budget Agency indicated that The GRA opted to have CARTAC assist
with the formulation of their strategic plan due to the"complicated” and lengthy process involved in the use
of IDB funds. Additionally, they were unable to prepare a robust change management plan. As a result, the
funds were not utilised. The GVD component was used to recruit a consultant who prepared the Strategic
Plan. Unfortunately, the consultant fell ill and was unable to take the process forward to implementation
hence the shortfall in expenditure.

Guyana Revenue Authority

184.  Thesumof $1.257 billion was budgeted for: (i) completion of buildings at Linden, New Amsterdam
and Corriverton and implementation of Automated System for Customs Data (ASYCUDA) software; (ii)
upgrading of regional tax offices; and (iii) provision for software, vehicles, ATV’s, furniture and
equipment. According to the Appropriation Account, as at 31 December 2019, the full amount was issued
to Guyana Revenue Authority (GRA). The GRA is subjected to separate financial reporting and audit and
at the time of reporting, the audit for the year 2015 was in progress and Financial Statements for 2016
submitted. However, Financial Statements for the years 2017 to 2019 were not received at the times of
reporting. A summary of the expenditure according to the records of GRA are as follows:

Revised Balance on
Description Budget Expenditure Budget
$°000 $°000 $°000
Computer Equipment 304,081 300,591 3,490
Computer Software 432,335 233,947 198,388
Computer Soft Licences 6,727 4,327 2,400
Office & Other Equipment 143,713 264,650 | (120,937)
Furniture 20,010 16,460 3,550
Vehicles 117,460 117,423 37
Buildings 232,322 153,141 79,181
Total 1,256,648 1,090,539 166,109
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Ministry’s Response: The Head of Budget Agency indicated that the Guyana Revenue Authority is
subjected to separate financial reporting and audit. The status of the Financial Statements covering the
period 2015 to 2019 are as follows:

. Financial Statements (FS) for 2017 were submitted to the Audit Office on 8 May 2019
. The drafting of the FS for 2018 is over ninety percent completed
. The FS for 2019 is pending completion of the 2018 FS.

Buildings

185.  The sum of $113.711M was budgeted in 2019 for construction of Ministry of Finance New Annex
Building at Croal Street, Georgetown. According to the Appropriation Account as at 31 December 2019
the full amount was expended.

186. A contract for the construction of Ministry of Finance New Annex Building was awarded in 2017
by the National Procurement and Tender Administration Board in the sum of $228.062M. No details
regarding the advertisement and duration for submission of bids were presented for audit examination;
however, based on documents seen, it was noted that a total of sixteen bids were received on 18 July 2017.
The contract was signed on 20 December 2017 for $191.674M, with duration of twelve months for
completion and a Defects Liability Period of twelve months. As at 31 December 2019, the contractor
received payments amounting to $182.834M.

187.  The contractor received an advance payment of $64.557M, representing 33.68% of the contract
sum, followed by seven interim payments. As at 31 December 2019, $38.050M or 59% of the mobilisation
advance was recovered, with the remaining balance of $26.507M outstanding. Physical verification by the
Audit Office on 2 October 2020 revealed that the works were incomplete and only the contractor’s Foreman
was present on the site. No works were in progress at the time, despite the fact that the revised approved
completion date of 30 June 2020 had long expired.

188.  Further, our assessment of the works completed at the time of our verification revealed that the
contractor already received payments for works which are incomplete and in most instances which had not
even commenced. The total value of these overpayments at the time of reporting are presented in the table
below:

70 Agency 03- Ministry of Finance



Amount
Item | Description QtY' Qty. Unit | Diff. Rate Overpaid
Paid | Found $ (GS$)
Bill Ne. 3 Carpentry & Joinery: All internal doors
Supply and install Purple heart panel door
B E]3.6”x80”) comple?e with 3 no. 6” Heavy duty butt 4 0 No 4 80,000 320,000
inges, 1 no. English made Jimmy Proof lock,
Dead bholt lock and lever lock
Supply and install Pine wood panel door
c E]3.6”x80”) comple?e with 3 no. 6” Heavy duty butt 23 0 No 23 35,000 805,000
inges, 1 no. English made Jimmy Proof lock,
Dead bolt lock and Cylindrical lock and lever lock
Supply and install Pine wood panel door
307x80”") complete with 3 no. 6” Heavy duty butt
D ﬁinges, 1)no. EIr?insh made Jimmy Proo}li IocIZ and 12 0 No 12 35,000 420,000
Cylindrical lock
E 1”x2”GH door stop 216 0 m 216 350 75,600
J Armstrong Suspended Ceiling 668 0 M? 668 5,200 | 3,473,600
Bill Ne. 3 Building — Windows and Fixed Panel
Supply and install glassed curtain wall panels
D (aluminum framing — black transparent) 13°-6” 1 0 No 1 1,306,800 1,306,800
wide x 44°-0” high
Bill Ne. 3 Building — Grillwork to windows 83 0 M? 83 6,720 557,760
Bill Ne. 3 Building - Switches: June 2020 payment 178,450
Bill Ne. 3 Building — Lighting; June 2020 payment 874,000
Bill Ne. 3 Building — Receptacles (Outlets) 730,850
Bill Ne. 3 Building - Cables 3,870,800
Total Overpaid 12,602,860

189.  According to the Review of Tender Evaluation Report dated November 2017, the Evaluation
Committee which was initially set up to evaluate and recommend a contractor for award of the contract had
submitted an Evaluation Report which was not approved by all three appointed evaluators; a minority report
was submitted by one of the evaluators instead.

190.  The reasons for the evaluators not approving the report was not stated in the review, while it was
noted that the review was carried out in November 2017, four months after the submission of bids. It is
unclear if this review was carried out within the Bid Validity Period, which is normally ninety days. If this
period had expired, the works should have been re-tendered. It was noted in the review that bidder Ne.16
did not provide the necessary NIS compliance; however, examination of the Minutes of Tender Opening
attached to the review shows that bidder Ne.16 did in fact submit NIS. It is unclear how the bidder did not
have NIS compliance during the evaluation but had it when the bids were opened.

191. It was observed that the contract was signed for a sum of $191.674M; however, NPTA letter of
award as well as Cabinet No Objection states an awarded bid price of $228.062M. It is unclear how the
contract was awarded for a price of $228.062M and the contract was signed for a lesser sum of $191.674M.
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192.  The works were to be completed within twelve-months or one year; however, at the time of
reporting, more than two and half years had already elapsed and the works were incomplete. A summary
of the outstanding works to be competed at the time of reporting were as follows:

Electrical Installation;

Installation of Armstrong ceiling;
Painting and decorating;

Internal timber walls;

Plumbing works inclusive of fresh and waste water systems;
Glazed Curtain wall;

Finishes to roof;

Installation Internal Timber Doors;
Grill works to windows;
Installation of 150 KVVA Generator;
Counters and Cupboards; and
Furniture.

193.  An examination of the Payment Certificates and Valuations to date prepared by the Supervising
Consultant and Project Engineer revealed several instances where payments were being made to the
contractor for works which were not yet completed, resulting in the Ministry making payments for works
in advance and by extension, financing the works for the contractor.

194. It was discovered that the extended Advance Payment Guarantee (No. K84/2019) for the sum of
$26.506M or 41% of the advance payment expired since 30 December 2019 and the amount is still to be
recovered.

195. It was revealed that the Ministry signed two new and separate Contract Agreements on 17
December 2019 with the same contractor in the value of $19.048M and $14.954M for supply, install and
commission of three 20 ton York commercial ducted split units and supply, install and commission of
CCTV, Access Control, Burglar and Fire Alarm Systems respectively. Using these two contracts as the
basis for making further advance payments to the contractor, the Ministry accepted a bond from the
contractor and paid the sum of $26.696M as an advance payment on both contracts.

196.  Our examination of the bond for this second advance payment of $26.696M revealed that this bond
also expired since 30 June 2020 and the works have not been completed.

197.  Several requests were made by the Audit Office to the Project Engineer of the Ministry to submit
the contract document for audit examination; however, this document was only submitted on 16 October
2020 and a perusal of the document revealed the following:

i. The contract was misinterpreted and signed for the incorrect sum. It should have been
signed for the awarded sum.

ii. There are numerous changes to the original scope of works and there are no Variation
Orders to document same.

iii. It is unclear how the rates were arrived at for the changes made to items in the Valuations.

iv. The contractor was being paid for works in advance of actually completing same; payments
were also made for materials on site when the contract does not allow for this.

12 Agency 03- Ministry of Finance



Ministry’s Response: The Head of Budget Agency indicated as follows:

I. According to ITB 14.1 of the Bid Data Sheet of the bid solicitation document for this
tender, "The period of bid validity: 120 days". The Tender opening for this tender
according to ITB 18.2 19.1, 19.2 of the Bid Data Sheet was 18 July 2017. (In both
references ITB means - Instruction to Bidders) The Review of Tender Evaluation Report
is dated November 2017 and signed by the evaluators on 8 November 2017. The number
of days between the 18 July 2017 and 8 November 2017 is 114 days. Therefore, at the date
of the second evaluation the bids were still valid.

ii. The Minutes of the Tender Opening for this Tender did not record that Tender Ne. 16
submitted both NIS and GRA Compliances. However, 3.1 Administrative Compliance, of
the second evaluation report, labelled Review of Tender Evaluation Report
dated November 2017 states that; " The evaluation committee is in agreement with the
evaluation of administrative compliance previously done which shows that Bidders Ne. 1,
Ne. 7, Ne. 8 and 16 do not have administrative Compliance...Bidder Ne. 16 did not provide
the necessary NIS compliance,..". Therefore, it can be concluded that since both sets of
evaluators (who during conducting their separate evaluations, would have reviewed the
actual tenders/documents submitted), concluded that Tender Ne. 16 did not have the
necessary NIS compliance, then they must be correct.

iii. The Ministry concurred with the observation in paragraph 191, however it must be noted
that the contract was signed for $191.674M in accordance with ITB Clause 12.1 as stated
in the Bid Document Reference No. NPTAB 1193/2017/03.

iv. In response to paragraph 192, the Ministry notes the comments and would like to inform
that the supply of 150 KVVA Generator as well as supply of furniture were not listed in the
bid documents or form part of the contract and must be omitted.

V. In response to paragraph 197 the contract document was subsequently submitted to the
auditors for review.

Recommendation: The Audit Office recommends that the Head of Budget Agency; (i) desist from certifying
Valuations for works which have not been completed and (ii) improve in the supervision of works and overall
contract administration and (iii) ensure that Bonds and Insurances remain valid for the requisite periods.
(2019/34)

Capital Purchases

198.  The sum of $195.189M was budgeted for the provision for fire alarm system, security alarms,
photocopier, chairs, bookshelves, filing cabinets, computers, refrigerators, cubicles, water dispensers,
tables, projectors and screens for Programme 1 whilst Programme 2 project entails purchase of furniture
and equipment for Information and Communication Technology Unit, Project Cycle Management Division,
Internal Audit, Office of the Budget and Accountant General’s Department. According to the Appropriation
Accounts, amounts totalling $195.096M were expended as at 31 December 2019.

199. Included in the expenditure of $195.096M was a contract for the supply and installation of office
furniture at Ministry of Finance Annex Building which was awarded by the National Procurement and
Tender Administration Board in the sum of $14.711M. The Contract Agreement was dated 31 December
2019 and states that advance payment of 60% of the contract amount will be paid to the contractor upon
request, thereafter such other sums (the remaining 40%) will become payable upon delivery of goods and
services and satisfactory completion of all necessary installation and testing works. It was noted that this
contract was only entered in the Contract Register on 9 September 2020.
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200.  In addition, a cheque for the full amount of $14.711M was drawn on 2 January 2020 and charged
to the Appropriation Account for 2019. This cheque was kept on hand until 18 September 2020 when it
was paid to the supplier. This was not in keeping with the requirements of Section 43 of the Fiscal
Management and Accountability Act 2003, which requires any unexpended balance of public moneys out
of the Consolidated Fund shall be returned and surrendered to the Consolidated Fund at the end of each
fiscal year. At the time of reporting, it could not be determined whether the items were received.

Ministry’s Response: The Head of Budget Agency indicated as follows:

. The Ministry concurs with the comment and would like to reiterate that the necessary
action was taken to correct this discrepancy.

. The Ministry is not of the view that the holding of cheques until September 2020 constitutes
a breach of the FMA Act since there was a commitment between the Ministry and the
supplier/contractor, the Ministry was awaiting the delivery of furniture as per order, in
keeping with the General Provisions of the FMA Act 2003 (defining commitments).

The Ministry will in future take all necessary action to prevent a recurrence of this nature.

201.  Avverification of assets purchased for the period under review revealed the following unsatisfactory
observations:

° Assets to the value of $15.069M were not marked as property of the Ministry and had no
asset ID number.

o Sectional Inventories were not updated for the period under review.

. The Fixed Asset Register was not updated for the period under review.

Ministry’s Response: The Head of Budget Agency indicated as follows:

. The observation is noted. The assets have been recorded in the Goods Received Book and
same is now available for verification.

° The marking of the assets has commenced and can be now be physically verified as
property of the Ministry.

. Sectional Inventories were not updated for period under review mainly because of the
absence of a replacement for the Storekeeper who was promoted in August 2019. The
position was subsequently filled in March 2019 but due to the restrictions occasioned by
the current pandemic (COVID-19), the updating was delayed. Despite the setbacks, the
updating has since commenced.

° The Fixed Asset Register has been updated and is available for the audit verification.
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Other Matters

202.  During the period under review, the Ministry expended amounts totalling $17.516 billion on current
and capital expenditure but excluding Employment Costs. An analysis of the expenditure revealed that
expenditure for January to November average approximately 8% of the total expenditure per month;
however, in December there was an increase of 15% in spending as shown in the table below. It should be
noted that the budget for 2019 was approved in December 2018 and as such better planning and execution
should have been done in the earlier part of the year so as to ensure that the Ministry achieved its anticipated
level of expenditure and payments are made in a timely manner.

Current Current Capital Capital Total Total
Months Expenditure | Expenditure | Expenditure | Expenditure | Expenditure | Expenditure

$°000 % $°000 % $°000 %
January 871,571 7 0 0 871,571 5
February 901,532 7 235,366 6 1,136,898 6
March 956,235 7 384,797 9 1,341,032 8
April 1,084,141 8 9,539 0 1,093,680 6
May 767,861 6 234,845 6 1,002,706 6
June 938,228 7 917,845 22 1,856,073 11
July 1,536,022 11 16,697 0 1,552,719 9
August 960,548 7 619,023 15 1,579,571 9
September 994,927 7 122,024 3 1,116,951 6
October 1,068,115 8 711,416 17 1,779,531 10
November 1,183,111 9 406,588 10 1,589,699 9
December 2,129,631 16 466,310 11 2,595,941 15
Total 13,391,922 100 4,124,450 100 17,516,372 100

The Ministry breached Section 43 of the Fiscal Management and Accountability Act 2003. That

states “that at the end of each fiscal year, any unexpended balance of public moneys issued out of the
Consolidated Fund shall be returned and surrendered to the Consolidated Fund.” Audit checks revealed
that 244 cheques totalling $509.073M were printed on or after 31 December 2019 with respect to 2019
transactions. As a result, the Appropriation Accounts would have been overstated by the said amount. A
check at the Accountant General’s Department on 12 November 2020 revealed that there were still sixty-
five cheques totalling $10.498M in respect of 2019 transactions on hand. However, these cheques are for
direct payments which consist of individuals and company cheques. In addition, a check at the Ministry of
Finance Accounting Unit on 12 November 2020 revealed that there were fifteen cheques totalling $3.465M
for 2019 still on hand.

Ministry’s Response: The Head of Budget Agency indicated that the number of cheques has been reduced
to $6.5M.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure that there is full
compliance with FMA Act at all times, especially as it relates to Section 43. (2019/35)

204.  An examination of the Contract Register for the period under review revealed the following
unsatisfactory observations:

a) The dates of Contract Agreements were not stated in the register.
b) Current and capital contracts were recorded together in the register.
C) The register was not updated in a timely manner.
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Ministry’s Response: The Head of Budget Agency indicated as follows:

a)

b)

c)

The discrepancies appearing in Contract Register have since been rectified. Same is now
available for verification by the Auditor.

In accordance with the standard operating procedures all contracts are recorded in the same
register for both current and capital contracts, all of which are numbered sequentially.

The register is updated at the time of the preparation of the vouchers.

Refund of Cheques to Revenue

205.  For the period under review, it was noted that three transactions totalling $7.033M were cancelled
and the cheques refunded to the Consolidated Fund on 4 August 2020. The details of the cheques are shown
in the table below:

Cheque . Amount
Ne. PV Ne. Date Cheque Ne. Payee Particulars $
Total Payment for supply midland
1 03F02251 2020/01/02 07-348761 Protections handheld GMRS radio pair 158,004
Systems Inc. | etc.
Extension to contract for
Massy . Procurement of Hbada
2 03F02467 2020/01/02 07-357617 | Technologies 2 . - 5,075,280
Ergonomic Office recliner
Guyana Ltd X
Chairs
Aqua Sun Payment for construction of
3 03F02300 2020/01/02 07-348922 gua MoF new annex building- 1,800,000
Designs
8th payment
Total 7,033,284

206.  The Payment VVouchers relating to these transactions were not presented for audit examination. As
a result, it could not be determined whether the payments were supported by adequate documents and
properly authorised before cheques were drawn. In addition, the cheques were kept on hand until 4 August
2020 when they were cancelled and refunded to revenue. This was not in keeping with the requirements of
Section 43 of the Fiscal Management and Accountability Act 2003, which requires any unexpended balance
of public moneys out of the Consolidated Fund shall be returned and surrendered to the Consolidated Fund
at the end of each fiscal year. In addition, the Appropriation Accounts would have been overstated by the
amount of $7.033M.

Ministry’s Response: The Head of Budget Agency indicated as follows:

a)
b)

The cheques were refunded since the supplier was unable to supply the requested items.

All efforts are being made to retrieve the outstanding vouchers. It must be noted that the
Ministry does not deem the holding of cheques until August 2020 as a breach since there
was commitment between the Ministry and the suppliers/contractors in keeping with the
General Provisions of the FMA Act 2003 which interprets “commitment” to mean an
amount of public moneys that must be expended now or in the future as a result of a legally
enforceable contract or other arrangement for which the State is liable entered into by a
Head of a Budget Agency or an official authorised by a Head of a Budget Agency.

The Ministry will; however, take all necessary action to prevent any recurrence of this nature.
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Unpresented Payment Vouchers

207.  For the year under review, a total of four Payment Vouchers totalling $28.779M for current
expenditure were not presented for audit examination. As a result, a determination could not be made as to
the propriety of the payments or whether value was received for the money spent.

Ministry’s Response: The Head of Budget Agency indicated that efforts are being made the retrieve the
outstanding vouchers.

Flooding at Ministry of Finance

208.  On8June 2020, a main pipe broke which caused a flood at various departments within the Ministry
of Finance building. It was observed that certain departments were damaged and records were soaked.
However, it was explained that no severed damages were done to public records. A report on the flooding
was requested from the Ministry but this was not provided at the time of the reporting.

Ministry’s Response: The Head of Budget Agency indicated that no significant damages occurred to
records.

Prior Year Matters

209.  As mentioned in previous reports, the amounts of US$2M and US$900,000 remained outstanding
from the sale of the Guyana Stores Ltd. and the Guyana National Paints Company, respectively. The
Guyana Stores Ltd. was privatised in October 2000 at a sale price of US$6M while the National Paints
Company was privatised in July 1991 at a sale price US$1.150M. These matters are still engaging the
attention of the Court.

Ministry’s Response: The Head of Budget Agency indicated that these matters are still engaging the
attention of the Court.

210. In my previous report, mention was made of a loss of cash amounting to $206.379M at the
Accountant General’s Department Head Office. This fraud was uncovered where payments of arrears of
pension and gratuity were made to sixty-one inactive, deceased and fictitious pensioners. At the time of
reporting the matter is on-going in the Court.

Ministry’s Response: The Head of Budget Agency indicated that this matter is still engaging the attention
of the Court.

211.  National Industrial Commercial Investments Limited (NICIL) was the registered holder of 4,125
shares valued at $474.375M in Guyana Telephone and Telegraph Company (GT&T) and which was
equivalent to 20% holding. GT&T was treated as an Investment (Associate) in the Financial Statements for
the years 2002-2011. An amount of $5.442 billion was paid over as dividend to NICIL. On 6 November
2012, the Government 20% shareholding which was valued at $6 billion or US$30M was sold to an overseas
company. On 8 November 2012, upon signing of the agreement, an amount of $5 billion was transferred to
NICIL. The balance of US$5M remaining should have been paid by the company within two years;
however, as at 31 December 2019 the balance was not received and the matter was engaging the attention
of the Court.
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212.  On 13 January 2020, the High Court issued a court order in favour of NICIL for the payment of
US$3.2M representing dividends accrued for the year ended 31 December 2019 to the overseas company
by GT&T to be paid over to NICIL. The Court also ordered that the balance of US$1.8M is to be paid to
NICIL from future dividend payments. On 21 February 2020 NICIL received $667.197M equivalent to
US$3.2M which was paid into its Bank Account. However, this amount was not paid over to the
Consolidated Fund at the time of reporting in November 2020.

Ministry’s Response: The Head of Budget Agency indicated that NICIL was the registered holder of 4,125
shares valued at G$474.375M in Guyana Telephone and Telegraph Company (GT&T) and which was
equivalent to 20% holding. GT&T was treated as an investment (Associate) in Financial Statements for the
years 2002-2011. An amount of G$5.442 billion was paid over as dividend to NICIL. On 6 November 2012,
the Government’s 20% shareholding which was valued at G$6 billion or US$30M was sold to an overseas
company. On 8 November 2012, upon signing of the agreement, an amount of G$5 billion was transferred
to NICIL. The balance of US$5M remaining should have been paid by the company within two years.

Integrated Financial Management and Information System (IFMIS)

213.  In modernising the Public Administration Sector and improving Public Financial Management and
Accountability, the Government of Guyana introduced the Integrated Financial Management and
Accounting System (IFMAS), in January 2004. IFMAS is an electronic financial application software suite
developed by Free Balance in 1984. The IFMAS project was funded by the Canadian International
Development Agency (CIDA), the Inter-American Development Bank (IDB), the World Bank, and the
International Monetary Fund (IMF).

214.  With the introduction of IFMAS, the Financial Management and Accounting Systems of all
Government agencies were integrated and a standard system configuration activated a new Chart of
Accounts (COA) divided into funds, organisations, programs, projects, locations, and objects. Also, the
Smart Stream application used to process payroll from all the Agencies was interfaced with IFMAS to
automate the processing of cheques and enhance the security of printing.

215.  Eight modules were acquired of which six have been implemented prior to 2016. Details of the
modules are as follows:

Ne. | Name of Modules Purpose Remarks

1 Controls Management of the IFMAS Implemented in 2004

2 Appropriation Budget Execution & Monitoring «“

3 Expenditure Executing Payments «“

4 General Ledger Financial Reporting & Adjustments «“

5 Revenue Processing Receipts Implemented in 2007

6 Treasury Management | Bank Reconciliation «

7 Purchasing Processing Purchases Not yet implemented

8 Asset & Inventory Management of Fixed Assets Partially implemented in 2018

216. During the first quarter of 2016, the Ministry of Finance in collaboration with FreeBalance
Software Company commenced the upgrading of the Government Accounting System from its current
version of Financial Management System (FMS) version 6.5 Classic to the new version 7 - Integrated
Financial Management and Information System (IFMIS). The upgrade is geared to support public sector
functions in order to improve public transparency and accountability. The first phase of implementation
commenced in 2017 and it included the implementation of a budget preparation system and the
implementation of an interim procurement system in preparation for e-Procurement.
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217.  The new version (IFMIS) is a fully integrated and web-based version of the FreeBalance
Accountability Suite. Each Central Government Agency (Ministries, Department and Regions) are given
access to the system and this is provided via a web browser, e.g. Microsoft Explorer/Edge over the Ministry
of Finance IFMIS Secure Wide Area Network (IFMIS WAN). The IFMIS WAN is ungraded by
eGov/National Data Management Authority to make the system more secure and reliable.

218.  While the previous version (IFMAS) placed more emphasis on accounts and accounting analysis,
the new version (IFMIS) has a much broader scope and it focuses on budget planning, monitoring &
execution, core accounting, asset management, sovereign debt management, Public Sector Investment
Programme performance, National Procurement Tender Administration, Guyana Revenue Authority
functionality (customs/taxation), Student Loan Agency, Bureau of Statistics, etc. In January 2018, an
upgraded budget execution and monitoring system was implemented.

219.  With the upgrade, the core modules that existed under the previous version in IFMAS (i.e. Controls,
Appropriations, Expenditure, General Ledger, Revenue and Treasury Management modules) will be
configured and enhanced to include new and additional functions and reports.

220.  The functions that will be incorporated includes the following which was partially implemented:

o Assets Management (improved monitoring and management of Government assets).

. Budget Preparation (capture budget agency’s Department/Unit budget submissions within
budget agencies).

. Budget Execution (including budget releases, virements, and supplementary budgets).

. Treasury Management.

. Accounts Payable (contracted procurement payment schedule/debt service budget
projections).

. Accounts Receivable (revenue projections; loans, grants, taxes).

° Capacity Building.

221.  The following were not implemented at the time of reporting:

° Sector Policy and Planning.

° Multi-Year Sector Performance Monitoring.

o Purchasing & Procurement (Increase control and efficiency in Government procurement,
vendor management, and related transparency initiatives).

° Sovereign Debt.

o Administration & Secure Document Management (electronic copies of supporting

documents attached to IFMIS transactions, and physical file registry where physical files
are held and maintained together with electronic files).

Ministry’s Response: The Head of Budget Agency indicated that the passage of the Electronic Transactions
Act envisaged under the PFM Reform will facilitate the implementation of the Administrative & Secure
Document Management Module of the IFMIS version of the Free Balance Accounting Suite.
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Review of the Operations of the National Board and the
National Procurement and Tender Administration

222.  The Procurement Act Ne. 8 of 2003 makes provision for the regulation of the procurement of goods,
services and the execution of works, the promotion of competition among suppliers and contractors and the
promotion of fairness and transparency in the procurement process. Section 16(1) of the Act provides for
the establishment of a National Board and the National Procurement and Tender Administration (NPTA).
This Administration will be managed by the National Board and will report to the Minister of Finance.

223.  Section 16 of the Act empowers the Minister of Finance to appoint persons to serve on the National
Board. According to the Act, the Board shall comprise of seven members, not more than five persons from
the Public Service and not more than three persons from the Private Sector after consultation with their
representative organisations. The Act makes provision for two members of the Board to serve on a full time
basis, with the Minister also appointing one of the two full-time members as Chairman. At the time of
reporting, the Board was constituted with all seven members.

224.  The National Board shall have responsibility for exercising jurisdiction over tenders as prescribed
by regulations and maintaining efficient record keeping and quality assurance systems. Further, Article
212(W) of the Constitution provides for the establishment of a Public Procurement Commission (PPC) to
monitor public procurement and procedures in order to ensure that the procurement process is conducted in
a fair and transparent manner. In the absence of a PPC, the Board will also have responsibility for: (a) the
making of regulations governing the procurement of goods and services; (b) determining the forms of
documents for procurement; (c) reporting annually to the Minister of Finance on the effectiveness of the
procurement process; (d) organising training seminars regarding procurement; and (e) adjudicating
debarment proceedings.

225.  On 28 October 2016, five members for the Public Procurement Commission who were identified
and approved by Parliament were sworn in by the President. The Secretariat for the Commission was
established in 2017. With respect to the making of Regulations, the National Board had examined and
reviewed certain aspects of the Procurement Act and its Regulations and had identified and reported on
areas to be addressed through the Regulations to make the procurement system more effective. These
included the following:

a) Debarment (Section 17 (1), (f) and (3) of the Procurement Act).

b) Increases in the threshold limits, for Regional/Ministerial/Agency Tender Boards
(Schedule 1 of the Regulations).

226.  Inthis regard, a consultancy firm was contracted to:

a) Draft Regulations under the Procurement Act, setting out the procedures to be followed by
the Public Procurement Commission/NPTAB in adjudicating debarment proceedings.

b) Examine and make recommendations on revisions to the Regulations, with a view to
increasing the threshold limits in light of current prices.
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Ministry’s Response: The Head of Budget Agency indicated that the work on the debarment regulations
was done jointly between the Public Procurement Commission (PPC) and NPTAB. This resulted in the
gazetting of the Procurement (Suspension and Debarment) Regulations 2019 and which are in force. In
addition, in January 2019 the NPTAB initiated action that led to the amendment of the Procurement
Regulations in relation to Restricted Tendering and Request for Quotation Methods of Procurement.

The Inter-American Development Bank (IDB) provided funding for technical cooperation for the
modernisation of public procurement and financial management strengthening in Guyana. In this regard, a
consultant was engaged to review the legal and regulatory framework for public procurement in Guyana.
The main objective of the consultancy was to assist the Government of Guyana in the revision of the
procurement law and regulations and make recommendations for updating them in line with international
best practices and CARICOM Protocol for public procurement

The consultant’s report was submitted in October 2018 and provided an outline for the proposed new
Procurement Act. It is suggested that the new statute comprise of eleven (11) parts. The report also includes
a proposed arrangement of sections with proposed texts. The Report was submitted to the MOLA and is
awaiting drafting.

In June 2019, the Procurement (Amendment) Act 2019 was enacted catering for set asides for small
businesses, registration of bidders and submission of procurement plans. The Regulations to this Act have
to be finalised.

227.  During 2016, regulations were passed to increase the threshold values in Schedules 1 and 2 of the
Procurement Act.

228. It is a requirement under Section 11(1) of the Act for each procuring entity to publish notice of
procurement contracts awarded within seven days of awarding such contracts. In addition, Part Il (4) of the
Procurement Regulations requires each procuring entity to provide within five days of publishing notice of
the award, a report to the Administration of all contracts awarded in excess of $1.5M. On receipt of the
report, the Administration shall publish the information on its website. There were noted non-compliance
of the reporting provisions of the Procurement Act and its Regulations. In particular, procuring agencies
were not reporting to the National Board all contracts awarded in excess of $1.5M thereby restricting the
National Board from publishing on its website all contracts awarded.

Ministry’s Response: The Head of Budget Agency indicated that despite the best efforts of NPTAB, there
has still not been a marked improvement in the reporting on contracts exceeding $1.5M. In December 2018,
NPTAB issued another circular in this regard, including a format for the submission of the information
electronically. This circular was again sent out in January and February 2019.

To reinforce the above efforts, NPTAB began placing an attachment entitled “Data for Publication of
the contract award on NPTA Website” to all approval letters for contracts above G$1.5M. The
attachment provides information on the award including the contract description and the contract value.
The procuring entity is expected to enter the date the contract was signed and return the form to NPTA
to allow for the NPTA’s website to be updated.

229.  Each Ministerial, Departmental and Agency Tender Board shall nominate for consideration by the
National Board, qualified evaluators to serve on Evaluation Committees. It was noted that a pool of
evaluators was created and Evaluation Committees were formed to adjudicate on procurement subject to
its jurisdiction. The National Board; however, had not exercised due diligence to ensure that the persons
appointed as evaluators had the expertise and experience as specified in the Procurement Act.
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Ministry’s Response: The Head of Budget Agency indicated that NPTAB continues to make efforts to
ensure that persons appointed as evaluators have the expertise to perform the task. In 2018, specific training
for evaluators was held in Region Nos. 5, 6,7 and 8. A total of 70 evaluators was trained. In addition, in
November 2018, NPTAB, in collaboration with the Inter American Develop Bank (IDB), held a two-day
training session for evaluators. Thirty-nine evaluators from several key procuring entities received the
training.

In November 2019, the NPTA, in collaboration with the IDB, held a two-day training workshop for
evaluators, under the theme “The Anatomy of Tender Evaluation - A critical part of a larger whole”,
facilitated by an IDB Tender Evaluation Expert. Forty-four evaluators from several procuring entities
participated.

This is an on-going exercise. Guidance is also given to evaluators on a case by case basis. When evaluation
reports are found wanting, NPTA routinely points out the deficiencies in evaluation reports and requests
that the evaluation teams review their submissions.

230.  As part of its mandate, the NPTAB was required to establish a Bid Protest Committee to deal with
alleged breaches of the Act by procuring entities. This Committee’s role also included the review of
complaints by aggrieved suppliers and contractors who were dissatisfied with a procuring entity’s response
to a complaint. It was noted this committee was established in June 2016.

Ministry’s Response: The Head of Budget Agency indicated that Under Article 212AA (1) (h) of the
Constitution of Guyana, it is the function of the Public Procurement Commission to “investigate complaints
from suppliers, contractors and public entities and propose remedial action™. In carrying out this function,
the PPC would determine if in any particular instance it would invoke the use of the Bid Protest Committee.

Follow-up on the Implementation of Prior Year Audit Recommendations

231.  The table below shows the prior year matters as contained in the Auditor’s General 2018 Report
and action taken by the Head of Budget Agency regarding the recommendations made by the Audit Office.

Rec Recommendations
No ' Category of Findings Fully Partially Not
B Implemented | Implemented | Implemented

2018/10 | Breach of Circularised Instructions N
Breach of FMA Act 2003 - Non-submission of

2018/11 | Financial Statements and laying of reports in the \
National Assembly.

2018/12 B_reach_ of FMA Act 2003 - Non-submission of N
Financial Statements.

2018/13 | Breach of Circularised Instructions N

2018/14 Breach pf FMA Act 2003 - cash basis of N
accounting

2018/15 | Outstanding Conference Advances N

2018/16 | Shortfall in Expenditure N

2018/17 B_reach_ of FMA Act 2003 - Non-submission of N
Financial Statements.

2018/18 B_reach_ of FMA Act 2003 - Non-submission of N
Financial Statements.

2018/19 | Updating of Government accounting system N
Breach of the Procurement Act -

2018/20 Publishing of notice of procurement on website v
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GUYANA REVENUE AUTHORITY

232.  The Guyana Revenue Authority was established under Chapter 79:04 of the Laws of Guyana and
came into operation on the 27 January 2000. The new entity resulted in the transfer of the functions and
powers of two departments: (a) the Customs and Excise Department; and (b) the Inland Revenue
Department; and later, the addition of the Value Added Tax Department in 2007. The functions of the three
departments are governed by the Customs Act 82:01, Income Tax Act 81:01 and the Value Added Tax Act
Ne. 10 of 2005 respectively.

233.  The Value-Added Tax Act Ne. 10 of 2005 (subsequently renamed ‘The Value-Added Tax Act,
Chapter 81:05) came into operation on the 1 January 2007, by Order Neo. 1 of 2006 signed by the Minister
of Finance on 16 January 2006 and amended by Act Ne. 6 of 2007 signed by the President on 25 January
2007. The Act provides for the imposition and collection of VValue-Added Tax on goods and services. The
tax was levied at the rate of 16% on the value of every taxable supply by a taxable person in Guyana and
every taxable import of goods or import of services, other than an exempt import. This rate was reduced to
14% by Amendment Ne. 08 of 2016 to the Principal Regulations made under the Act and came into effect
on 1 February 2017.

234.  The Authority is responsible for the assessment, charge, levy and collection of all revenue due to
the Government of Guyana under the relevant laws, and for the subsequent transfer to the Consolidated
Fund. It is also responsible for promoting compliance with the written laws relating to revenue and for
creating in the society, full awareness of the obligations and rights of revenue payers.

235.  The Authority computerised part of its operation in April 1996 with the Automated System for
Customs Data (ASYCUDA). It was later upgraded in January 2003 to Version 3 (ASYCUDA++) however,
the functioning of the system was limited and needed improvement and this led to the implementation of
the Total Revenue Integrated Processing System (TRIPS) on 1 January 2007.

236.  Prior to 1 January 2017, the GRA was using ASYCUDA Version 2.7. ASYCUDA World Guyana
Version 4.2.2 was subsequently re-introduced in 2018 with the commencement of e-Manifest module in
March 2018 which concluded in September 2018. The e-SAD was implemented incrementally from
September 2018 with TRIPS running parallel until all regimes are completed. At the time of reporting in
November 2020, TRIPS is only operational in Lethem for processing customs declaration due to
connectivity problems.

237. In 2018, the Authority terminated the TRIPS Il contract with Crown Agents due to
underperformance by the vendor. The Authority engaged Data Torque out of New Zealand for the
implementation of a tax administration software called Optimal Revenue Management System (RMS).

238.  The project is expected to conclude in 2021 with first phase due to go live in February 2021. The
first phase will result in the complete replacement of TRIPS.

The Establishment of the Petroleum Revenue Department (PRD)

239.  In July 2020 approval was granted by the Board of the Authority for the establishment of the
Petroleum Revenue Department. With the implementation of the new structure, the Petroleum Revenue
Audit Department was changed to the Petroleum Revenue Department and its functions were extended. As
such, the Human Resource Division is currently conducting job evaluations to grade the respective posts
within the Petroleum Revenue Department.
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240.  The strategy deployed to effectively commission and staff the Petroleum Revenue Department
entailed training Officers from various audit functions throughout the Authority to build a repository of
necessary skill sets and competencies. The repository would be mobilised based on the expansion of the
Department; which in-turn, would be influenced by the demands of the Oil and Gas Sector. Multiple training
sessions were held by the Office of Technical Assistance and the International Monetary Fund to build
capacity to ‘Administer Domestic taxes within the Oil and Gas Sector’ and ‘conduct Cost Recovery Audits’
from March 2017 to July 20109.

241.  The Petroleum Revenue Department has a staff complement of fifteen Officers since its initial
establishment in September 2019. It is important to note that of the fifteen Officers, only ten are directly
involved in the execution of audits. In addition, the further expansion of the Department is being curtailed
by the employment freeze that is adversely affecting the work programme of the Department for the year
2020 and the full operationalisation of the newly instituted Divisions. Targets for the aforementioned
Sections will be delineated in the 2021 Annual Work Programme contingent on the provision of staff. The
table below highlights the approved staff complement compared to the current staff complement of the
Petroleum Revenue Department (PRD).

Approved Current
Divisions/Positions Staff Staff Vacancy
Complement | Complement
Deputy Commissioner 1 1 0
Assistant Deputy Commissioner 1 0 1
Tax Audit Division 26 10 16
Objections & Appeals Division 2 1 1
Cost Recovery Audit Division 19 1 18
Petroleum Engineering Division 1 0 1
Petroleum Revenue Service 17 2 15
Total 67 15 52

242.  Effective August 2020, the Department’s mandate was extended to include the following functions:

VAT Refunds Verification

Obijections and Appeals

Debt Management

Assessment and Accounts Examination

243.  During the year 2019, the Qil and Gas Sector received tax exemptions totalling $125.849 billion
through the Go-Invest and the Geology and Mines Commission (GGMC). In addition, two companies
objected to assessed taxes totalling $265.626M.

244.  Further, applications for VAT refunds by companies in the Oil and Gas Sector for the year 2019
amounted to $2.422 billion. At the time of reporting in November 2020, VAT refunds totalling $280.952M
were made to one company. VAT Returns totalling $8.018M were rejected, VAT Refund totalling
$26.792M were disallowed and $2.100 billion VAT Refunds are being processed by the Authority.
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245.

Customs and Trade Administration

ASYCUDA World (AW)

The ASYCUDA World (AW) programme is an integrated customs management system, which was

developed by the United Nations Conference on Trade and Development (UNCTAD) to aid with the
modernisation of manifests, customs declarations, accounting procedures, transit, suspense procedures, etc.

246.

It comprises two core Modules - e-Manifest and the Electronic Single Administrative Document

(e-SAD) that was scheduled for pilot site live operations in March (manifest) and July (declaration),
rollout/full deployment in September, after which the full deployment was slated for January 2019. At the
time of reporting in November 2020, the Authority has commenced and is using the ASYCUDA World
(AW). Thirteen of the functions are fully functional, three are in progress (continuous development), while
the remaining seven functions have not been implemented. See details in table below:

Name of

Module Purpose Remarks
e-Manifest
e-Manifest | Cargo for transport, commercial and regulatory. It is a | Fully functional

control tool to ensure that the manifested cargo is accounted
for.

Electronic Single Administration Document (e-SAD)

(e-SAD) It serves as the nucleus of AW and accommaodates processing of imports, exports, warehousing, temporary
admission/imports, transit and other customs formalities where different forms were formerly used.
e-Manifest | ASYCUDA Wayhill Fully functional

Commercial Imports e-SAD (C72e¢)
Tax Exemption Module with CG Letters
Exxon Blanket CG Letters

CARICOM Imports

Warehousing

Simplified SAD (Personal Effects)

Motor Vehicle Imports

Exports

IMD4 replacement for PID - Perishable/Fuel
Prior to Processing (PTP) — IMD7
Valuation Module

E-Payment Module
Post Clearance Module

Developed SOP’s

Developed Automatic Reports

Partial Scope Trade Agreements

Automated C25

Implementation of Fines

Offence Module

Declaration Tracker Component

OLAP (Statistical Reports)

EMMA (Electronic Manifest Management ASYCUDA)

Fully functional

Fully functional

Fully functional

Fully functional

Fully functional

Fully functional - implemented in Phases
from July 2020

Fully functional

Fully functional

Fully functional

Fully functional

Fully functional - implemented in Phases
from July 2020

Fully functional — October 2020
Configured and currently being tested for
implementation as at July 2020

Continuous Development

Continuous Development

Continuous Development

Pending

On-going Discussions

Awaiting assistance from UNCTAD
Awaiting assistance from UNCTAD
Awaiting assistance from UNCTAD
Awaiting assistance from UNCTAD
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247.  With the implementation of the ASYCUDA World (AW), stakeholders (Businesses, Brokers and
Individuals) are required to have recommended operating computer systems that are compatible with the
technical requirements and internet connection before accessing and using the ASYCUDA World (AW).
In addition, all importers (Government Officials, businesses, individuals, etc.) will need a licenced broker
to facilitate all imports. At the time of reporting in November 2020, the Authority implemented a help desk
that provides a service to Public Officers/Officials as well as persons with disabilities who are granted tax
exemptions on motor vehicles which helps to reduce the cost of brokerage for these categories of imports.

248.  In addition, the Authority has an In-house Licenced Customhouse Broker who is trained and was
successful at a written examination set and monitored by the ASYCUDA World National Project Team
(AW NPT) to facilitate the e-SAD, Companies/Businesses processes. However, the “In-house Company
Broker” is only authorised to submit declarations on behalf of specific companies/businesses since their
authorisation is tied specifically to the Taxpayer Identification Number of the company/business.

249.  The estimated cost for the implementation of ASYCUDA World (AW) in Guyana was US$2.100M.
In September 2019, US$1.890M was paid and the final payment of US$0.210M is to be made upon
satisfactory completion of the Rollout Phase. At the time of reporting in November 2020, the final payment
of US$0.210M equivalent to $45.465M was made.

Authority’s Response: The Head of the Authority explained that The ASYCUDA World was successfully
launched in 2019. Approximately 99% of all commercial trade was processed utilising ASYCUDA World
as of 31 December 2019. TRIPS Customs has been replaced by ASYCUDA World for Customs processing
at all locations with the exception of Lethem. Via letter dated 30 October 2019 from UNCTAD, a request
was made for the payment of US$210,000 for the 4" installment-ASYCUDA. Same was approved by the
Commissioner-General and the payment was made on 5 December 2019 to UNCTAD.

Recommendation: The Audit Office recommends that the Authority continue its efforts to improve its
services to taxpayers and put systems in place to have all modules fully functional. (2019/36)

Revenue Collection

250.  The following table provides a comparative analysis of estimated and actual amounts collected and
paid into the Consolidated Fund as reflected in the Statement of Receipts and Disbursements - Customs and
Trade Administration, for the fiscal year ended 31 December 2019.

Amount Collected
Line I Approved & Paid into (Under)/Over
Item Description Estimates Consol. Fund Estimates
$°000 $°000 $°000
5011 Import Duties 21,771,266 22,140,397 369,131
5021 | Export Duties 37,423 29,112 (8,311)
5031 | Stamp Duties 31,958 40,787 8,829
5051 | Alcoholic Beverages 0 0 0
5063 | Betting Shops 126,994 59,619 (67,375)
5072 Environmental Levy 2,122,216 2,179,008 56,792
5079 | Misc. & Other Taxes 329,912 312,652 (17,260)
5081 | Overtime Fees 269,487 200,890 (68,597)
5082 Departmental Fines 155,020 113,947 (41,073)
5083 | Warehouse Rent & Charges 20,759 12,893 (7,866)
5084 Liquor Licence 24,464 25,375 911
Total 24,889,499 25,114,680 225,181
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251.  Asshown in the table above, amounts totalling $24.889 billion were estimated to be collected from
customs duties, trade and other taxes, fees, fines and licences for the period under review; while, actual
collections paid into the Consolidated Fund totalled $25.115 billion. This represents a positive variance of
1% equivalent to $225.181M. Notwithstanding the positive performance, there were shortfalls for six of
the ten tax types totalling $210.482M.

Authority’s Response: The Head of the Authority indicated that, it agrees with the Auditors reported
figures; however, there is a minor variance from the actual collection as against the auditors reported
figures. This however, is small compared to the overall collections, and does not significantly affect the
variances for 2019. The Customs and Trade Administration initiated measures to maintain increased
revenue yields over 2019 due to robust collection and efforts by Customs Officers. These include increased
monitoring and compliance visits to importers by the Post Clearance Audit Unit and enhanced risk
management and enforcement efforts. In addition, reconciliation visits will be further enhanced to maximise
revenues.

Customs Refunds

252.  Gazetted on 7 December 2018, the Customs (Amendment) Bill 2018, Bill Ne.18 of 2018, 52 (2)
states that “the duties refunded and applied under subsection (1) shall be from the revenue collected and
paid into the Customs and Trade Administration Account of the Revenue Authority and any net customs
duty shall be paid into the Consolidated Fund”. As such, the Authority refunded $147.673M.

253.  The completeness, accuracy and validity of the Customs Refunds of $147.673M reflected on the
Revenue Collection Statement 2019 could not be ascertained due to the following reasons:

a) The Refunds Register for 2019 was not presented for audit review.

b) Ninety-six percent of the Refund Application Forms bore no evidence of examinations and
approvals by the appropriate Officers.

C) Refunds totalling $4.5M were made to auto dealers and not directly to the taxpayers.

Authority’s Response: The Head of the Authority indicated that:

a) Records are available to substantiate claims for refunds of $147.67M. With regard to the
register, the records are available electronically which can be used to construct a manual
register, if desired. Investigations are on-going to locate the manual register and we will
update according.

b) A written report is usually done as part of the processing for each refund and this is
submitted with recommendations and the necessary evidence. The approval or otherwise
is endorsed within the report by the authorised Officer at each stage of the transaction,
creating a documentary trail. The vouchers and evidence in the file are available for
examination.

C) In order to protect the revenues and minimise revenue loss, a decision was taken to allow
auto-dealers to pay the taxes in advance of the sale of the vehicle, and submit applications
for the refunds after based on the beneficiary of the tax exemptions. As a result, refunds
are sometimes granted to the auto dealers on production of the supporting documents from
the beneficiaries of the tax exemption.

254. At the time of reporting in November 2020, the documentations to justify the Authority’s response
were not presented despite additional request. In addition, the electronic records do not relate to the year
under review (2019) but the year 2020.
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Recommendation: The Audit Office recommends that the Authority ensure that proper controls are in place
to monitor the refund of custom taxes. In addition, all refund documents must be signed by the relevant
Officers to provide assurance of its completeness, accuracy and validity. (2019/37)

255.  Examination of fifteen applications submitted by one company revealed that all fifteen applications
were submitted on 5 November 2019 claiming refunds totalling $33.716M for various periods in the year
2018. However, these payments were made on 14 November 2019 of which the application forms had no
evidence of being examined and approved by the relevant Officers. Documentations were submitted in
September 2020 and it revealed there was a settlement between the Authority and the Company through its
Attorney for $32.701M.

Authority’s Response: The Head of the Authority indicated that details were subsequently submitted and
reviewed. This was a settlement between the GRA and the company for valuation issues as it relates to
importation of cement. Applications for refunds are done on the prescribed form which do not provide
sufficient space for all the details of the circumstances regarding the refund. As such, detailed reports are
prepared, reviewed by senior management and then forwarded to the Commissioner-General for
consideration and decision. Once the recommendations in the report are approved, the necessary actions
are taken to implement.

Recommendation: The Audit Office recommends that the Authority ensure that all refund documents are
signed by the relevant Officers to provide assurance of its completeness, accuracy and validity. (2019/38)

256.  In addition, the Schedule to the Revenue Collection Statement 2019, reflected refunds to this
company as $141.012M; however, documentations were only presented for $33.716M. As such,
documentations were not presented for the variance of $107.296M. Further, perusal of the 2019 Cash Books
revealed that one payment valued $30.660M was made to this company. Therefore, the amount reflected
on the Revenue Collection Statement 2019 could not be substantiated. As the time of reporting in November
2020, documentations with additional information pertaining to the refunds of $32.701M were presented
and reviewed.

Authority’s Response: The Head of the Authority indicated that details were subsequently submitted and
reviewed. The company would have deposited a total of $141M which included the taxes payable to GRA.
When the report on the refund was approved by the Commissioner-General, taxes were ascertained at
$110.3M which was paid to GRA and the difference refunded to the company. The actual payment of refund
for KSM for the cement valuation settlement was $32.701M.

Recommendation: The Audit Office recommends that the Authority investigate the variance and promptly
reconciled to reflect the amount stated on the Revenue Collection Statement. (2019/39)

Permits for Immediate Delivery

257.  Inresponse to the 2018 Auditor’s General Report the Authority stated that with the implementation
of ASYCUDA World there will be a suspension of the Permits for Immediate Delivery (PID) to persons
who were previously approved and the replacement IMD4 Module will allow for advance payments.
However, examination of the PID operations of the Authority revealed that no adjustments were made to
remedy these challenges. For the year under review 1,384 PIDs were issued when compared to 589 PIDs
in 2018, resulting in an increase of 795 PIDs.

258. In addition, eighteen transactions with estimated taxes totalling $141.708M were granted to
facilitate the importation of Corona, Bud Light and Modelo beers.
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Authority’s Response: The Head of the Authority indicated that the ASYCUDA Pilot for the IMD4 was
not completed until December 2019 after which it was implemented in January 2020. In the interim, for the
facilitation of trade, PIDs were restricted to the three major oil companies in exigent circumstances. The
nature of the commodity traded the guarantees available for payment of the duties and the consequences of
interrupted supplies were considerations for the release of the cargo. One importer had non-regional items
which were deemed perishable due to their observed condition at the local port, and PID facilities were
requested and approved to minimise spoilage and resulting loss of the stock, with reduction of the volume
of the chargeable stock. Spoilage of the stock against which of the taxes due would result in revenue loss
as in such circumstances the taxes collected could not be retained.

Recommendation: The Audit Office recommends that the Authority continue in its efforts to have importers
make payments before the use of this service. (2019/40)

259. In relation to import duties, 1,384 transactions with estimated duties and taxes totalling $53.178
billion were facilitated through the PID system. Regulation 50(9) made under the Customs Act 82:01
requires that goods for immediate delivery be entered within ten working days from the date of the permit
for the delivery of such goods, excluding Sundays and public holidays.

260. The 1,384 PIDs issued with estimated duties and taxes totalling $53.178 billion were entered on an
average of fifty-two days after the stipulated period. Similarly, in 2018, 589 entries with assessed duties
and taxes totalling $37.090 billion were entered on an average of thirty days after the stipulated time-frame.
Failure to ensure that the PID facility is operated within the stipulated framework constitutes a breach of
the Customs Regulations and can result in long delays in completing ship and aircraft files.

Authority’s Response: The Head of the Authority indicated that delays in the processing of the documents
for perfecting the transactions resulted from the requirement that the consignees claiming concessionary
rates of duty to produce evidence of the delivery of the products to entities with appropriate approval for
the exemption of the import taxes in whole or in part. The beneficiaries may also be required to produce
evidence of consumption of the product in order to procure the remission of the tax on a claimed quantity.
Please note that the transactions were addressed for perfecting on an individual basis and the aggregate of
the taxes quoted represents the full duties applicable on product sold to entities which may receive duty
exempt product. These entities would have subsequently made claims for the remission of the taxes, in
whole or in part. In addition, the liability of importers is limited by the value of their bond for security of
the duties. A breakdown of the beneficiaries is submitted for clarification.

Recommendation: The Audit Office recommends that the Authority put systems in place to ensure that the
requirements of the Customs Regulations are adhere to. In addition, the Authority should seek to increase
the number of days stipulated in the Customs Regulations for the perfecting in PIDs. (2019/41)

261.  The Authority continues to experience difficulty in having PIDs perfected in the stipulated time-
frame. During the year under review, the Authority failed to perfect thirty-five PIDs with estimated duties
and taxes totalling $1.351 billion. Similarly, during the years 2015-2018, the Authority failed to perfect
twenty-one PIDs with estimated duties and taxes totalling $131.248M. This constitutes a breach of the
Customs Regulations and can result in loss of revenues and long delays in completing ship and aircraft
files.

Authority’s Response: The Head of the Authority explained that delays in perfecting and finalisation of
documents for PID’s usually occur when there are queries with invoices, Bills of Lading, Tax Exemption
letters, etc.; or if requests are made for additional documents such as import licence. Nevertheless,
continuous actions were taken to remedy the situation to ensure that PID’s are perfected within the
stipulated time-frame and bring the files to a closure. As at the end of 2019, most of the outstanding PID’s
in TRIPS were perfected, leaving an outstanding balance of 36 PID’s.
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Recommendation: The Audit Office recommends that the Authority put systems in place to ensure that the
requirements of the Customs Regulations as it relates to PIDs are fully complied with and to continue its
efforts to have all PID’s perfected in the stipulated time-frame. (2019/42)

Seizures

262.  Standard Operating Procedures that were established in accordance with Section 223-227 of the
Customs Act 82:01, require that a file be opened and maintained for all cases of seizures until the matter is
finalised. At the time of reporting in November 2020, for the years 2015 to 2018, a total of 271 seizure files
remained opened. During the year 2019, the Authority did not close 160 files from a total of 661 files. It
was noted that, due to pending sale of seizures, disposal of assets and the payment of fines and taxes the
160 files could not have been closed. The estimated revenue to be collected totalled $80.792M. The table
below shows the status of the files for the years 2015 to 2019:

Year N_g. of Ne. of Files Ne. of Files

Seizures Closed Not Closed
2015 306 283 23
2016 412 338 74
2017 361 280 81
2018 425 332 93
Sub-Total 1,504 1,233 271
2019 661 501 160
Total 2,165 1,734 431

Authority’s Response: The Head of the Authority indicated that the above table correctly reflects the
current status with respect to files closed and outstanding within LEID for the period 2015 to 2019. LEID
would have closed over seventy-five percent of the files which were opened during the years 2018 and
2019. However, LEID was unable to close a substantial number of files as a result of, inter alia, some
offenders who opted to settle the matters in lieu of court proceedings are yet to effect payment of same;
while there are two matters which are engaging the Court’s attention. With respect to the earlier years (2015
to 2017), these files are yet to be closed for the very same reasons stated above and the fact that some of
the offenders are yet to be located to effect payments. Notwithstanding same, the Division will continue to
work assiduously to locate these individuals, and dispose of the items to have those files closed.

Recommendation: The Audit Office recommends that the Authority continue its efforts to ensure seizure
cases are addressed promptly so that all outstanding revenue are promptly collected and files are closed
within a reasonable time-frame. (2019/43)

263.  Of the 661 seizure files opened in the year 2019, 56% or 371 were in relation to motor vehicles and
spares, and undervalued goods, while the remaining 290 seizure files were in relation to alcoholic
beverages, foreign chicken, prohibited items, investment agreements, fuel and others.

264.  The Authority has implemented various measures such as the excise tax stamps affixed to alcoholic
beverages and the ASYCUDA World which helped to curb the smuggling of alcoholic beverages and to
identify undervalued goods during clearance. In addition, during 2019, the Authority Reviewed Investment
Agreements established through Go-Invest and GGMC for compliance. As a result of the review, items
were seized and the relevant taxes were received by the Authority. The graph below provides a comparison
of the categories of seizures between the years 2019 and 2018.
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Comparison of Categories of Seizures for the years 2019 and 2018
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265.  The Authority continues to experience delays in dealing with seized items from taxpayers. Items
seized in prior years were not disposed of as frequent as items seized in 2019. As such, this delay resulted
in the deterioration of related goods and subsequent loss in revenue. During the year under review, the
Authority collected amounts totalling $1.003 billion, $102.570M and $24.741M as additional duties and
taxes, fines and conveyances and sale of seizures, respectively.

Authority’s Response: The Head of the Authority indicated that the Department has addressed the
processing of seizures in a more expeditious manner in recent years. It must be noted; however, that seizures
are generally disposed in accordance with the provisions of Section 226 of the Customs Act, Chapter 82:01.
In view of same, processing of seizures may be delayed, in some instances, as a result of, inter alia, on-
going investigations, on-going court matters, awaiting payment of outstanding liabilities. Notwithstanding
same, steps are generally taken to prevent loss of revenue; since LEID continues to dispose of seized goods
expeditiously in accordance with the provisions of the Customs Act, Chapter 82:01.

Recommendation: The Audit Office recommends that the Authority take steps to ensure that the processing
of seizures is done as soon as possible since the delay to do so can result in the deterioration of the related
goods and subsequent loss in revenue. (2019/44)

Sealed Bid exercise held on 13 February 2020

266.  Items seized between the years 2012 to 2017 were disposed of on 13 February 2020. Eighty-four
vehicles were disposed of by way of sealed bid exercise held on 13 February 2020. It was observed that the
items (vehicles, ATV, Canters, etc.) were in a deplorable condition. As such, it proves that delays in
disposing of seized items can result in the deterioration of seized items stored at the State Warehouse.
Additional verification revealed that bidders sought refund after purchase by way of sealed bid for items
that were in a deplorable condition.

Authority’s Response: The Head of the Authority indicated that the delay of disposal of seizures, can result
in deterioration of the items. It should be noted that these items that were disposed were indeed in a
deplorable condition; however, in order to dispose of any item there must be records available to peruse
and determine required action. These items were seized over a decade ago under previous management who
are no longer in the employ of GRA. Records were difficult to locate to determine the status of some of the
items. LEID acted with approval by the Commissioner-General to dispose of the items to recoup some
amount of revenue. LEID will; however, continue to make all efforts to have items disposed in a timely
manner in keeping with the laws administered.

Recommendation: The Audit Office recommends that the Authority continue its efforts to ensure seizure
cases are disposed promptly so that the Authority can receive maximum revenue from sale of seizures.
(2019/45)

267. A sample of fifty-nine seizure files was examined, and the following observations were made:

a) Persons would write the Commissioner-General requesting to buy seized alcoholic
beverages. However, on three occasions’ large amount of seized alcoholic beverages were
sold to two businesspersons and there are no letters of request to purchase these alcoholic
beverages from the Authority.

Authority’s Response: The Head of the Authority indicated that the two business persons wrote to the
Commissioner-General for the purchase of alcohol which was approved. However, the letters were not
placed in the actual files for which the alcohol was disposed. The letters are available for perusal by the
auditors. In addition, one of the business persons requested to purchase alcohol based on an advertisement
by GRA which was placed in the daily Newspaper for disposal of alcohol.
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b) In addition, one of the businesspersons received a discount of $2M. The reasons for the
discount as stated in an e-mail between the businessperson and the GRA Official are: (a)
the price was too high, even though other seized alcohol beverages of the same type were
sold at that approved price; and (b) the bottles and labels were damaged. However, photos
in the seizure files showed that the items were well secured, were seized in February 2019
and sold in May 20109.

As such, the Authority need to ensure that better controls are implemented since this method of disposal
can lead to collusion and inappropriate conduct between the Authority officials and taxpayers.

Authority’s Response: The Head of the Authority indicated that it should be noted that in this specific
instance referred to in the audit report, the selling price for the alcoholic beverages were reduced in view
of the following: (1) the initial price per a bottle of Absolut Vodka was stated on the GRA’s approved price
list as three thousand dollars ($3,000), which was communicated to the purchaser; (2) the purchaser then
wrote the Commissioner-General and expressed concerns that the actual whole sale price for the alcohol
(Absolut Vodka) was approximately the same as GRA’s disposal price and same would result in him not
being able to sell the item; (3) the purchase also indicated that some of the items are not the original,
especially Absolut VVodka and Jonny Walker Black and Double black; and (3) LEID was instructed by the
Commissioner General to review same. As a result, LEID conducted an independent verification and it was
determined that the actual whole sale price for the item at some business establishments were below the
GRA'’s disposal price. In addition, management of LEID was advised by its warehouse Officers that the
condition in which some of the alcoholic beverages were stored resulted in, among other things, damage to
the labels on some bottles. In view of the foregoing, the Commissioner-General considered the abatement
in price to, inter alia, prevent further damage and loss of revenue. Copies of such correspondence and all
photos of the condition of the alcohol are available for audit scrutiny. It should be noted that in view of the
findings stated above the approved disposal price for some of the alcoholic beverages including Absolut
Vodka were reviewed to bring same into conformity with a reasonable market value. In fact, in 2019, a
similar issue was raised in a meeting at the Office of the Auditor General, who expressed, inter alia, that
the GRA’s disposal price for some items may be too high, in his view, and should be revised.

Recommendation: The Audit Office recommends that the Authority make every effort to dispose of seizures
in a manner that will maximise revenue collections and to have controls in place to facilitate transparency.
(2019/46)

C) Two Toyota Land Cruisers were seized and disposed of by way of a letter of request and
was sold for $50,000 each. As such, the Authority received $100,000 Guyana dollars for
two Toyota Land Cruisers. Additional audit verification revealed that these Land Cruisers
were registered on 14 March 2019.

Authority’s Response: The Head of the Authority indicated that both of the motor vehicles were disposed
as approved by the Commissioner-General after consideration was given to the fact that the said motor
vehicles were eight and nine years old, respectively, at the time of disposal, coupled with them developing
mechanical and electrical problems, which may have been due to the conditions under which they were
stored.

Recommendation: The Audit Office recommends that the Authority make every effort to dispose of seizures
in a manner that will maximise revenue collections. (2019/47)
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268.  Over the past three years (2017-2019) it has been a concern that seized cash is in the possession of

the Authority and not being deposited into the Escrow or the Consolidated Fund.

Currencies
Year
US$ SRD EUR$
2017 74,750 25 0
2018 20,869 812 0
2019 130,760 0 50,000

269. At the 2019 year-end cash count, US$280,760 and EU$50,000 equivalent to approximately

$70.66M Guyana dollars and an additional sealed bank deposit bag with no details as to the amount of cash
contained within, was in the possession of the Authority. It was reported that the Law Enforcement and
Investigation Division (LEID) lodged the moneys for safekeeping. As such, there is a breach of Part VI
(44) of the Fiscal Management Accountability (FMA) Act and there is room for the misplacement of these
amounts.

Authority’s Response: The Head of the Authority acknowledged the comments of the Auditor General. In
administering the Foreign Exchange (Miscellaneous) Provisions Act, specifically where such persons fail
to make a declaration, the following procedure as prescribed therein must be noted: (1) The Officers would
inform and caution the passenger of the offence committed as well as the penalties to be followed; (2)
Thereafter, the passenger and the quantity of foreign currency are escorted to LEID to, among other things,
assist with the investigation; (3) Each note is checked and the serial number is recorded in the presence of
the offender, after which a Notice of Seizure is prepared in triplicate and a copy of same is served/given to
the offender; (4) LEID then immediately hand over the currency to the Revenue Accounting and Central
Processing and Registration Unit for same to be held in an Escrow Account, pending the completion of the
investigation/court proceedings; and (5) After forfeiture is effected, the money is transferred to the
Consolidated Fund for the benefit of the state and a copy of the investigative report with all
documents/information stated therein are recommended to be shared/sent to the Financial Intelligence Unit
and the Special Organised Crime Unit for completed actions to be taken in accordance with the respective
laws administered by those agencies.

270.  Another cash count of seized cash for 2019 was conducted in June 2020 and the Authority was still
in possession of these amounts. However, at this time, all the deposit bags were sealed and the amounts
written on the bags. These amounts are G$118,000, US$280,760 and EU$50,000 which is equivalent to
approximately G$70.878M. As such, there is a breach of Part VII (44) of the Fiscal Management
Accountability (FMA) Act.

Authority’s Response: The Head of the Authority indicated that all currency seized by LEID was handed
over to the Revenue Accounting and Central Data Processing and Registration Unit, in the manner as stated
above. However, there are Standard Operating Procedures (SOP’s) and laws which are deciding factors in
why they are still in the possession of the GRA. Further, the said amount and procedures were questioned
by the NSC, and also subjected to court jurisdiction by the NSC. Consequently, the GRA saw it prudent
not to dispose thereof until these matters were clarified, and court proceedings completed.

Recommendation: The Audit Office recommends that the Authority comply with the Fiscal Management
Accountability (FMA) Act and ensure that seized cash are deposited promptly to the ESCROW Account and
transferred to the Consolidated Fund where applicable at the conclusion of the investigations. (2019/48)
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271.  Aphysical inspection conducted on 17 July 2019 at the Enforcement and Investigation Department
Bonds at Corriverton, Berbice revealed the following deficiencies:

a) The bonds are in poor condition. One of the bonds did not have any ventilation and
poisonous substances, alcohol, coil, etc. are stored therein. This is a fire and health hazard.

b) Items seized and detained for prior years are not properly stored and labelled with Seizure
or Detention Notices. As a result, it was not possible to verify items seized and detained in
the bonds for prior years.

C) There are large quantities of prohibited and restricted items such as poisons, coils,
Styrofoam boxes, etc. stored therein.

272. At the time of reporting in November 2020, due to the current pandemic (COVID-19) we were
unable to verify that the necessary corrective actions were taken by the Authority.

Authority’s Response: The Head of the Authority indicated that LEID Office at Bank Road, Springlands,
Berbice has two bonds where all seized/detained goods are stored. However, deciding on which of those
bonds seized/detained goods are stored depends on space availability in either of the two bonds at the time
of detention/seizure of the goods. All seized/detained goods are labelled; however, with the passage of time
those labels became faded and worn. Steps have since been taken to replace those labels with new ones.
The seized/detained goods remain in the area it was first placed at the time it was seized/detained. However,
due to the unavailability of storage space, from time to time other seized/detained goods will be packed on
those previously detained/seized goods. Management of LEID has since taken necessary action to dispose
of some of these items. For items that have not been disposed, action will be taken to dispose of same
accordingly.

Recommendation: The Audit Office recommends that the Authority ensure that: (i) the bonds are in good
condition; (ii) items seized or detained are labeled and packed properly; and (iii) prohibited and poisonous
substances are disposed of in the shortest possible time. (2019/49)

273. Examination of the Goods Lodgment Register revealed that two seizures were done on 14
September 2018 and one on the 14 October 2018 with taxes and fines totalling $1.952M and $0.436M
respectively and the items seized are in the possession of the offenders and not the Authority. At the time
of reporting in November 2020, two seizures remained outstanding with taxes and fines of $0.159M and
$0.118M.

Authority’s Response: The Head of the Authority indicated that with respect to seizure made on 14
September 2018, the goods detained (cellular phones and accessories) were not removed; since, inter alia,
an inventory was conducted at the premises and the offender signed and accepted responsibility for
same. On completion of the investigation, the offender was made to pay the applicable taxes ($614,015)
and fine ($307,008) as approved by the Commissioner-General, since he was unable to prove legal
importation. The matter has since been closed.

With respect to the seizure made on 14 October 2018, the quantity of cellular phones and other items were
not removed from the premises since, inter alia, the alleged offender signed and acknowledged
responsibility for the items found at the premises and he was given the opportunity to prove that same were
lawfully entered in accordance with section 263 of the Custom Act, Chapter 82:01. On completion of the
investigation the offender paid the required taxes ($218,138) and commenced payment of fine ($100,000)
to resolve the matter. The offender has an outstanding balance of $118,138 to complete payment of the fine.

Recommendation: The Audit Office recommends that the Authority take steps to ensure that these matters
are resolved in a timely manner. (2019/50)
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274. It was reported in the 2018 report that, there were items that were seized and detained during the
years 2016 and 2017 by the Law and Enforcement Investigation Department at the Lethem Integrated Tax
Office and the Authority took no action at the time of reporting in September 2019. These items are stored
in the walkway or the center of the Internal Revenue Department while others were stored in the Internal
Revenue Department compound being exposed to the rigorous weather. As such, the delay in processing
these seizures can result in deterioration of the goods and subsequent loss in revenue. At the time of
reporting in November 2020, due to COVID-19 we were unable to verify that the items were disposed by
the Authority.

Authority’s Response: The Head of the Authority indicated that system will now be put in place to have
IRTO Secretariat engaged the Management of Law Enforcement and Investigation Division (LEID) to
dispose of the items soonest.

Recommendation: The Audit Office recommends that the Authority take steps to ensure that the items are
disposed in a timely manner since delay to do so can result in the deterioration of the related items and
subsequent loss in revenue. (2019/51)

Want-of-Entry

275.  Efforts were made by the Authority to dispose Want-of-Entry items on a regular basis when
compared to prior years. During the year under review, Want-of-Entry items to be disposed were published
three times in the Official Gazette and two Sealed Bids opening exercises were conducted.

Date published in the Official Gazette | Number of Vehicles | Date verified by Auditors

3 November 2018 48 10 & 11 January 2019
30 March 2019

3 April 2019 72 30 May 2019

24 August 2019 79 8 October 2019

276.  Audit examination of the records maintained by the Authority for the disposal of the items revealed
the following:

Sealed Bid exercise held on 3-4 July 2019

a) It has become a practice of the Authority to dispose Want-of-Entry vehicles to individuals
by way of letter of interest. In the years 2018-2019, twenty-one vehicles were disposed in
this manner. Further, in some instances these vehicles were advertised to the public to be
purchased through sealed bids exercises. As such, large amounts of bids are received for
these items and are deemed spoiled while conducting the sealed bid exercises. In addition,
it reduces the competitiveness and can result in revenue lost.

Authority’s Response: The Head of the Authority indicated that persons who expressed their interest in
writing to purchase such item are considered in cases where, inter alia: (1) The bidders failed to honor their
obligation and there is little or no major disparity between the initial bid amounts and the sum offered by
such person who expressed interest in the subject matter. Thus, such person may be considered to effect the
purchase in order to prevent further depreciation to the subject matter and loss of revenue; and (2) Moreover,
the Revenue Authority, in response to concerns raised by members of society that, inter alia, the system is
unfair since it does not cater for the benefit of a wider group of persons; adjusted its approach to give all
such persons an opportunity to benefit in a fair, objective and impartial manner while at the same time to
maximise revenue collection which is consistent with its mandate. Please note, copies of this policy and all
such related documents stated herein are available for perusal by the Auditors.

96 Guyana Revenue Authority



b) Seven vehicles were disposed, but not to any of the successful bidders. To note, fifty-eight
sealed bids were received for five of the vehicles.

Authority’s Response: The Head of the Authority indicated that of the seven vehicles mentioned in this
paragraph, five were returned to the importers who laid claim for same and provided evidence that full taxes
were paid prior to items being gazetted; and the remaining two were donated to the Ministry of Health.

Recommendation: The Audit Office recommends that the Authority dispose these items with a view of
maximising revenue collections. (2019/52)

C) Eighteen Want-of-Entry vehicles were disposed by way of sealed bids on 3-4 July 2019.
However, as at April 2020 the successful bidders did not honour their obligations.

Authority’s Response: The Head of the Authority indicated that once the successful bidders do not honor
their obligations, the items remain for disposal or same may be re-auction. This is one reason why many
WOE are still at the warehouse, and subjected to the practice alluded to in 33(a).

Recommendation: The Audit Office recommends that the Authority continue in its efforts to dispose these
items and to enforce the requirements highlighted in the invitation to sale of motor vehicles by sealed bid.
(2019/53)

Sealed Bid exercise held on 13 February 2020

277.  Thirty-four Want-of-Entry vehicles were disposed by Sealed Bids on 13 February 2020.
Examination of the records revealed that two of the vehicles were removed from the warehouse after the
publication. Fifty-eight bids were received from intended purchasers for one of the vehicles and no bid for
the other.

Authority’s Response: The Head of the Authority indicated that one of the items which is a motorcycle
was returned to the importer since taxes were paid prior to the item being gazetted. However, the importer
only laid claim and provided his documents to prove payment of duty and taxes sometime during the auction
process. The second was assigned to GRA for use by the Chairman of GRA's Governing Board.

Recommendation: The Audit Office recommends that the Authority dispose all want-of-entry items with a
view of maximising revenue. (2019/54)

Sealed Bid exercise held on 19 February 2019

278.  Audit examination of the thirty-four vehicles disposed revealed the following:

a) One of the vehicles was not sold to any of the successful bidders and the other vehicle was
sold for $400,000; while, the first bidder bid $1.8M. To note, these vehicles were registered
at the time of reporting in November 2020.

b) Nine of the vehicles were removed by request of the Commissioner-General. However, no
documentation to substantiate same was presented. Two were removed after publication of
which 194 bids were received by intended purchasers, resulting in an estimated loss of
revenue of $14.475M.

Authority’s Response: The Head of the Authority explained that of the nine motor vehicles mentioned, one
was assigned to GRA for operational use, two were assigned to Office of the Prime Minister and six were
disposed by way of sale in keeping with the provisions of the Customs Act, Chapter 82:01.

97 Guyana Revenue Authority



c) It could not be determined if the bidders’ honoured their obligations by making payments
for the remaining twenty-five vehicles/items. At the time of reporting in November 2020,
the vehicles were disposed of by successful bidders honouring their obligation, re-auction,
return to importer after all duties and taxes were paid, allotment to the Authority for
operational use and temporary allotment to the MoPH for the fight against COVID-19. As
such, six of the vehicles are in the possession of the Authority awaiting disposal.

Authority’s Response: The Head of the Authority explained that of the twenty-five motor vehicles
remaining, thirteen were paid for by successful bidders and twelve the successful bidders failed to honour
their obligations. As such, the motor vehicles were subsequently disposed as follows: two were assigned to
GRA for use where one was temporary assigned to the Ministry of Public Health to assist with the fight
against COVID-19; six are currently in GRA’s Custody at the Warehouse and Wharves; two were re-
auctioned where the bidders honoured their obligations; and two were returned to importer who laid claim
and provided evidence to show that full taxes were paid prior to the vehicles being gazetted.

Recommendation: The Audit Office recommends that the Authority continues in its efforts to dispose these
items and to ensure that the ultimate purpose will be to maximise revenue collections. (2019/55)

Sealed Bid exercise held on 24 September 2018

279.  Seal bids were received for seventy-one vehicles/items of which fifty-five of the bidders honoured
their obligations. At the time of reporting in November 2020, the remaining sixteen vehicles/items are
stored at the State Warehouse since the successful bidders on two sealed bid exercises did not honour their
obligation.

Authority’s Response: The Head of the Authority indicated that of the seventy-one items auctioned, forty-
three successful bidders honoured their obligations, twenty-one failed to honour their obligations, and seven
of the items NO BIDS were received. Of the twenty-eight items that remained, two were handed over to
GRA for operational use, and twenty-six were re-auctioned. Sixteen of the twenty-six items are currently
stored at the GRA’s Warehouse Facility since bidders failed to honour their obligations and ten were
disposed.

Recommendation: The Audit Office recommends that the Authority continue in its efforts to dispose the
want-of-entry items in a timely manner. (2019/56)

Private Warehouses

280.  Despite several requests the information on the number of warehouses in operation, the inventory
at the warehouses and the taxes for the vehicles warehoused by the Private Warehouses owners for 2019,
was not presented for audit. In the circumstance, the scope of the audit was restricted and the completeness
and accuracy of the operations of the private warehouses could not be ascertained.

281.  Audit review revealed that all existing warehouses legacy data were updated to the ASYCUDA
database. The transition to this platform realised a cease of warehouse work utilising the TRIPS automated
system which caused a halt of manual warehouse registers. The Warehouse Section requested a report from
the ASYCUDA Team to address this concern and one was provided that still requires modifications. As
such, it was promised by the Warehouse Section that the proper configurations of the necessary reports are
currently a work in progress that is still being addressed by the Private Warehouse and ASY CUDA sections.
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Authority’s Response: The Head of the Authority indicated that twenty-nine Warehouses are in operation.
It should be noted that manual records are available to conform the requested data; in addition, to the
registers at the warehouse keepers. In an effort to automate the warehousing process, ASYCUDA team was
approached to implement the warehousing module. However, this has not been fully developed to the needs
of Customs, and is still work in progress as it is being modified. The legacy stock of the warehouses has
been transferred to the ASYCUDA database.

Recommendation: The Audit Office recommends that the Authority take the necessary steps to have the
information prepared in an informative manner to facilitate audit examination and present the same for
audit review. (2019/57)

282.  Over the years, the Authority continued to have major difficulties as it relates to the proper
supervision and maintenance of Private Warehouse bonds as is required in Section 99 of the Customs Act
Chapter 82:01.

283.  Bonds are required to be established by the owners of private warehouses for warehousing of goods
without the payment of duty and taxes on their first entry. In 2019, one hundred and seventeen bonds valued
at $4.750 billion were in existence with five commercial banks and four insurance companies. Examination
of the 117 bonds revealed the following:

a) Despite various verbal and written requests, at the time of reporting in November 2020,
confirmation was not received for 117 bonds that are in existence. During the year under
review, eleven new bonds valued at $371.200M were established by the warehouse owners
of which no confirmations were received. Similarly, in the years 2016 to 2018. A total of
105 were not conformed. In the absence of the confirmations, the existence of the bonds
could not be ascertained.

b) Sixteen original bonds valued $277.860M were not in the possession of the Authority.
However, fourteen photocopy bonds were presented for audit. To note, the fourteen bonds
did not have the original revenue stamp but photocopied ones.

C) Revenue stamps at a value of 2% of the bond value should be attached to the bond.
However, thirty-three bonds valued at $1.966 billion did not have the required revenue
stamps totalling $39.330M.

284.  As a result, the Authority is in breach of the Customs Act and related Standard Operational
Procedures. The validity of the bonds is compromised.

Authority’s Response: The Head of the Authority indicated that:

a) These bonds are still in effect. Letters were also written to the Banks and other Guarantors
reminding that the CG’s permission was required before any bonds could be cancelled. The
letter prescribed by the Auditor General for verification of the bonds was served on the
institutions which issued the bonds but the format required that responses be sent directly
to the AG.

b) During the transition from Main Street some original bond documents went missing and
verification of all bonds were done with all the financial institutions. In addition, the
photocopied bonds presented were obtained from the original kept by the bondholders or
warehouse keepers. Several bonds with the necessary original stamps were found while for
a few others, the copies of the stamps are included in the respective files.
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C) In response to the absence of the originals of the bonds which were misplaced at the transfer
of the CTA from the Camp Street offices, the institutions which issued the bonds were
required, in writing to conform the validity of the bonds. The responses were shared with
the auditors and are available for inspection by the auditors. The Private Warehouse unit is
currently conducting as a work in progress, the identification, and proper storage of each
issued bond in keeping with the newly actioned bond management approach.

285.  Inaddition, to improve the management of the bonds, the Private Warehouse Unit has commenced
an approach of keeping the originals of all bonds (with stamps) in one place and by date. The Principal
Manager or Manager of the unit is assigned the responsibility of for security purposes while copies of the
originals will be placed in the respective files.

Recommendation: The Audit Office recommends that the Authority take the necessary steps to verify that
all warehouse owners have valid bonds in place and a report of same should be submitted to the Audit
Office. Follow-up action should be taken with the various institutions to have the confirmations submitted
promptly. (2019/58)

286.  In 2018, there were thirty-five private warehouses in operation, field visits were made to thirteen
of the warehouses during March and April 2019 to ascertain that the records maintained by the Authority
and the Warehouses corresponded, to verify the inventory of the stocks and to examine the storage condition
of the items in the warehouses. During these field visits the following were revealed:

Warehouse MNe.1

a) Two vehicles were not properly released in Warehouse Register and we could not verify
its status since the register maintained by the Authority was not located and presented. At
the time of reporting in November 2020 the register was not presented.

b) Two items were recorded as being cancelled in the Warehouse Register. However, we were
unable to verify since the register maintained by the Authority was not located and
presented. Additional audit verification at the Licence Revenue Office revealed that the
vehicles were registered and sold in Berbice, of which no taxes were paid for these vehicles.
At the time of reporting in November 2020 the register was not presented.

C) One Toyota Hiace bus was in a deplorable state and it was observed that it is used for spare
parts. At the time of reporting in November 2020, the vehicle was due to be re-warehoused
but it was not. The estimated taxes are $543,100.

Authority’s Response: The Head of the Authority indicated the following steps to address the observations:

a) The Authority will review and update the Authority’s register with the correct entry and
receipt particulars.

b) Efforts are being made to locate the register and present for audit verification.

C) According to the Private Warehouse Register, the Toyota Hiace is currently in the

warehouse. GRA would make recommendations to have the item Re-warehoused.

Recommendation: The Audit Office recommends that the Authority take steps to ensure that the warehouse
adheres to the requirements of the Customs Laws and Regulations applicable to warehousing of goods.
(2019/59)
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Ship Files

287.  Standard Operating Procedures (SOPs) require files to be opened and closed for all in-coming and
out-going vessels within forty-two days. If files are still opened at a transit shed after this period, a report
is prepared stating the reasons for the incompletion. For the years 2012 to 2018, the Authority’s was still to
close a total of 1,238 ship files. In 2019, a total of 2,026 vessels arrived at the various Ports for which files
were opened. However, only 1,501 files were closed, while the remaining 525 files remained opened. The
table below provides details of the status of the in-coming ship files.

Transit Shed Ne. of Files ' Ne. of Ne. of Files
Opened Files Closed | Not Closed
Georgetown
Boathouse 857 666 191
D.S.C.L. 104 60 44
G.N.I.C. 107 08 99
G.N.S.C. 39 36 03
J.F.L. 294 143 151
Muneshwer’s 55 34 21
Sub-total 1,456 947 509
Out-of-town
Anna Regina 0 0 0
Bartica 8 7 1
Corriverton 353 353 0
New Amsterdam 102 102 0
Linden 107 92 15
Sub-total 570 554 16
Total 2,026 1,501 525

Authority’s Response: The Head of the Authority indicated that fifty-one more files have been completed
after the completion of the audit, notwithstanding the impact of staff constraint given COVID-19 pandemic.
Nevertheless, efforts are on-going to increase file closure by assigning files to specific Officers for
completion.

Recommendation: The Audit Office recommends that the Authority take appropriate action to have all ship
files closed within the stipulated time-frame and ensure that established procedures are fully complied with.
(2019/60)

Prior-to-Processing (PTPs)

288.  Section 270 of the Customs Act gives the Commission-General discretionary power to permit the
entry, unloading, removal and loading of goods, and the report and clearance of aircrafts and ships in such
form and manner as he may direct to meet the exigencies of any case to which the customs laws may not
be conveniently applicable. As such, it is the policy of Authority to allow the release of goods under the
Prior-to-Processing (PTP) facility based on the urgency of the goods and/or expediency of shipping
arrangements as in the cases of exports. In addition, PTP documents are required to be fully processed
immediately following the release of cargo. For the year 2019, a total of 3,777 declarations with estimated
tax of $648.539M were processed under the PTP facility.
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289.  One of the main reported reasons for ship and aircraft files not being closed in a reasonable time is
the non-perfection of PTP entries. However, the Authority continues to neglect the importance of having
PTP entries perfected within the stipulated ten working days. Examination of the PTP registers for the year
under review revealed that 394 PTPs entries with estimated taxes and duties totalling $531.933M were not
perfected at the time of reporting in November 2020. For the year 2018, 402 PTPs entries with estimated
taxes and duties totalling $25.997 billion remained outstanding. As a result, the Authority may continue to
have long delays in completing ship and aircraft files. The table below provides details for 2019.

Ne. of
Ne. of PTPs

Type of Importers | I;nporters/ Outstanding

Xporters
Government Agencies 8 107
Ministries 6 48
NGOs 3 14
Hospitals 1 26
Embassy/Caricom 2 8
Companies 19 132
Individuals 21 59
Total 60 394

Authority’s Response: The Head of the Authority indicated that the approval for PTP are usually considered
for companies/agencies that are entitled to tax exemptions; where it is reasonably certain that tax
exemptions would be granted or where the items are free by tariff. These includes exporters of rice,
state/budget agencies, large scale mining companies that have Investment Agreements with the Government
of Guyana, NGO’s and Hospitals and Diplomatic Missions. The estimated taxes were computed from the
CIF declared at the time of granting the PTP’s and when the PTP’s are perfected, due to the tax exemption
status of the item/agency, no tax is collected. Letters were dispatched to the defaulters on many occasions
and the beneficiaries were advised of the consequence of non-compliance. Further requests for PTP is either
refused or the applicant is requested to deposit the estimated taxes. Based on the summary table above a
total of 121 PTP’s have been perfected and GRA is continuing its efforts to have all PTP’s perfected.

Recommendation: The Audit Office recommends that the Authority ensure that the requirements of the
Customs Policies as it relates to PTPs are fully complied with. (2019/61)

Merchant’s Overtime

290.  The total Overtime Fees collected for January to December 2019 was $200.890M or 1% of the total
revenue collected by Customs. This represents a negative variance of $68.579M below the approved
estimates. Despite several requests for overtime paid and outstanding overtime for the year 2019, the
information relative to overtime was not presented for audit examination. In the circumstance, the scope of
the audit was restricted and the completeness and accuracy of the amounts reflected as merchant overtime
could not be ascertained. At the time of reporting in November 2020, the Authority failed to present the
necessary documentations to substantiate its response.
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Authority’s Response: The Head of the Authority acknowledge the comments of the Auditor General. In
relation to the period under review (2019) and in respect of the Wharves and Boathouse, the information
requested is always available at the discretion of the auditor. Further, it may be noted that for the period
under review, to-date overtime paid is $82.920M, overtime outstanding is $13.076M. Thus, efforts are
being made to obtain outstanding sum from the respective agents. Additionally, it may also be noted that
cash payments for overtime services performed are not reflected in the above total.

Recommendation: The Audit Office recommends that the Authority comply and present the information in
a timely manner for audit review. (2019/62)

291.  For the year 2018, the Revenue Statement and overtime records maintained by the various Units
continue to reflect substantial variances. During the year 2018, the Revenue Statements reflected the sum
of $222.938M, while the various registers (cash payments and payments made on-demand) reflected
amounts totalling $122.445M, resulting in a variance of $100.493M. Similarly, for the years 2015-2017,
variances totalling $121.085M were reflected between the revenue statements and the various registers. The
table provides details:

Revenue Authority’s
Year Statement Records Variances
$°000 $°000 $°000

2015 77,387 64,978 12,409

2016 92,613 64,978 27,635

2017 144,765 63,724 81,041
Sub-Total 314,765 193,680 121,085

2018 222,938 122,445 100,493
Total 537,703 316,125 221,578

Authorit’s Response: The Head of the Authority indicated that overtime payments (both Cash and Demand
Payments) for different Transit Sheds can be paid at the Boathouse or any other Transit Sheds, and as such
the Revenue Statement of a specific Transit Shed would not necessarily agree with the Overtime records
for that Transit Shed, since the Statement may reflect Overtime payments for multiple Transit Sheds, hence
reason for variances. Additionally, it is important to note that multiple agents might have work at the same
Transit Shed on the same date and time for work done simultaneously, hence, Officers names are usually
replicated on multiple requests (C43) but the Officers can only claim once. However, the agents are
obligated to pay for the services requested on each request (C43). This may also be responsible for the
variances.

292. Management had explained over the years that efforts were on-going to determine the reasons for
the variances and a computerised system of sub-codes to identify taxpayers making payments will be
implemented to assist in the reduction of these variances. However, at the time of reporting in November
2020, an updated position on the matter was not presented.

Authority’s Response: The Head of the Authority indicated that a software solution for this did not
materialise because of other priorities on the Information Technology Department.

Recommendation: The Audit Office recommends that the Authority seek to implement the computerised
system as soon as possible to properly account for overtime payments received from Merchants. In addition,
a reconciliation of payments received against the respective demands should be carried out to determine
whether all demands issued were fully honoured by the Merchants. (2019/63)
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Liquor Licence

293.  The total Liquor Licence collection for January to December 2019 amounted to $25.375M, which
is equivalent to $911M above the approved estimates.

294.  Examination of the various TRIPS reports presented for audit revealed that there were 1,131
registrants in the Liquor Licence database as at 31 December 2019. Additional examination revealed that
2,433 individuals purchased liquor licences in 2019. As such, the number of individuals that purchased
liquor licences supersedes the total number of registrants in the TRIPS database. Similarly, in 2018, there
were 2,704 registrants in the Liquor Licence database and 3,986 individuals purchased and renewed their
licences. In the circumstances, the completeness and accuracy of the amounts reflected as liquor licences
could not be ascertained. See details in the table below:

Licences TRIPS

Locations Purchased Report Variances
Anna Regina Essequibo 269
Bartica 56
Camp Street 1,326
Corriverton 117 1,131 1,302
Lethem 29
Linden 36
New Amsterdam 600
Total 2,433 1,131 1,302

295. At the time of reporting a list of Liquor Licence registrants were presented and are currently being
reviewed. It should be noted, that the Authority presented the TRIPS Reports that highlighted 1,131 Liquor
Licence registrants on 4 June 2020.

Authority’s Response: The Head of the Authority indicated that the registrants for liquor licences were
approximately 2,850 of which 2,457 purchased licence resulting in 392 defaulters. The estimated fees from
the 392 defaulters was approximately $907,300. In 2018, there were 293 defaulters with estimated revenue
of $623,800. The department will continue to actively pursue the defaulters by issuing reminding letters.

Recommendation: The Audit Office recommends that the Authority continue its efforts to record the
accurate number of registrants in the Liquor Licence database and to put measures in place to have all
defaulters comply with the applicable laws. (2019/64)

Tax Exemptions

296. Exemptions from duties and taxes totalled $190.441 billion for the period under review, as
compared to $134.236 billion in 2018. This represents an increase of $56.205 billion or 41.87% over the
corresponding period.

297.  In addition, it should be noted that the value of revenue foregone for the year 2019 represents
84.27% of the actual revenue collected by the Authority. The table below gives details of tax exemptions
granted according to concession categories.
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2019 2018 Variance

Type of Exemption Ne. of Amount Ne. of Amount Amount
Entries $°000 Entries $°000 $°000

Conditional Tax Exemptions
Companies/Businesses 11,213 | 172,319,707 9,359 104,762,530 67,557,177
Ministries/Government Depts. 820 2,337,330 1,034 4,444706 | (2,107,376)
Remigrants 182 439,565 210 988,637 (549,072)
Churches/Charitable Organisations 188 2,158,377 230 1,858,592 299,785
Diplomats 68 700,317 166 800,324 (100,007)
Public Officials/Officers 909 2,178,993 573 585,049 1,593,945
Foreign Funded Projects 145 966,213 270 2,527,315 | (1,561,102)
Hospitals 553 152,311 530 142,468 9,843
Others 10 401,355 61 157,238 244,117
Sub-Total 14,088 | 181,654,169 | 12,433 116,266,859 | 65,387,309
Unconditional Tax Exemptions 5,665 8,787,220 5,384 17,969,612 | (9,182,392)
Total 19,753 | 190,441,389 | 17,817 134,236,471 | 56,204,917

Authority’s Response: The Head of the Authority indicated that tax exemption is a matter of policy, and is
only administered by the Authority. The large increases stated above relate to the Oil and Gas sector which
is emerging and unless policy change is effected is expected to grow exponentially as the industry develops.
In 2019 several Companies/Businesses (Investors) entered into Agreements with the Government of
Guyana which contributed to large sums of Tax Exemptions being granted. With the implementation of the
Automated System for Customs Data (ASYCUDA) effective January 2019 a specific ANC (112) was
created for the Oil & Gas Sector. Hence, during the period January to December 2019 - $125.2 billion was
approved/granted in Tax Exemptions for this sector.

298.  As shown in the table above, tax exemptions granted to companies and businesses represented
94.86% or equivalent to $172.320 billion of the total conditional exemptions granted. However, the total
value of tax exemptions granted in respect of Investment Agreements facilitated through the Guyana Office
for Investment (Go-Invest) and the Guyana Geology & Mines Commission (GGMC) could not have been
determined. In response to similar finding for 2018, management had indicated that efforts were made but
it was unsuccessful. However, ASYCUDA World will try to capture the data going forward.

299.  On 4 May 2020 the ASYCUDA Report for January to December 2019, was presented and it was
reviewed and discussed with the Authority. It was determined that the information could only be produced
by requesting the information individually. It was also explained that a request was made in January 2020
for the ASYCUDA World Team to create a breakdown of the Additional National Code (ANC) to reflect
the categories as per TEP&VD TRIPS 570 Report. As a follow-up to the audit observation, on 3 September
2020, the Additional National Codes (ANC) was presented and is currently being examined. It was also
explained by the Authority that in order to determine the breakdown of the ‘Companies/Businesses’
category in an informative report a request will have to be made for the companies/businesses individually
to be generated in ASYCUDA.

Authority’s Response: The Head of the Authority indicated that this information was prepared and
submitted to the State Auditor with a detailed explanation on 19 May 2020. These ANC’s were created to
have a breakdown relative to Companies / Businesses under Go-Invest and GGMC.

Recommendation: The Audit Office recommends that the Authority continue its efforts to upgrade its
operations to provide informative reporting to facilitate audit procedures. (2019/65)
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300.  Ananalytical review of the total tax exemption granted for the past three years has shown a decrease
in the number of exemptions granted. In addition, the value of the exemption granted also decreased from
the year 2015 to 2016 by $36.300 billion or 39.3%. However, for the past two years (2017 and 2018) there
has been an increase of the tax exemption values by 37.52% and 43.42%, respectively. With respect to
2019, there has been an increase of $69.705 billion for five of the exemption categories and a decrease of
$13.500 billion for five of the exemption categories (conditional and un-conditional)

Authority’s Response: The Head of the Authority indicated that the increase was mainly due to: (1)
taxpayers being more aware of exemptions being granted and are utilising same; and (2) the creation of the
Oil & Gas Industries Sector. Unless there are policy changes in the future, these exemptions are expected
to grow exponentially in the future unless there are policy changes in this area.

301.  In addition, an analytical review of the tax exempted and the taxes paid under ‘Conditional Tax
Exemption’ for the year under review revealed that of the tax exempted totalled $181.654 billion and taxes
paid totalled $5.342 billion, which is only 4% of the tax exempted. A similar observation was made in 2018,
tax exempted totalled $116.267 billion and taxes paid totalled $5.342 billion, which is only 4% of the tax
exempted. Notably, luxurious and modern motor vehicles attracted tax exemption of which no payment of
taxes were required. The vehicles that are noted do not relate to Remigrants but other categories of tax
exemptions granted in 2018.

Authority’s Response: The Head of the Authority indicated that this is notable since the Law Governs for
such exemptions on ‘High End Vehicles” which were granted to Diplomats, Expatriates, Remigrants, to be
used for Road Projects, etc. Also, with the amendment of the Law, whereby the Remigrant have a $5M
credit and they can purchase/Import more than one motor vehicle with the $5M Tax Credit. Most of the
Remigrants utilise the full amount of the Tax Credit; since, the 10% and the 5% are no longer applicable
and beneficiaries are utilising within the credit threshold.

Recommendation: The Audit Office recommends that the Authority take all necessary steps to monitor the
tax exemption process and to carefully administer these exemptions. (2019/66)

Investment Agreements

302.  Inaccordance with the Investment Act Ne.1 of 2004, a procedural audit of the incentives granted to
an investor or an investment enterprise is required to be carried out annually by the Auditor General.
According to the records obtained from Go-Invest and Guyana Geology and Mines Commission (GGMC),
twenty-nine and six companies were granted incentives respectively, however the Authority recorded forty-
seven companies for 2019.

303.  Of the forty-seven companies recorded by the Authority, six were confirmed by GGMC and all
were approved by the Authority. On the contrary, twenty-nine were confirmed by Go-Invest of which
twenty-four were approved and five were not recorded by the Authority. As a result, seventeen companies
were recorded by the Authority but were not confirmed by GGMC and Go-Invest. In addition, of the
seventeen companies not confirmed by GGMC and Go-Invest eleven were approved, four processing and
two denied.

Authority’s Response: The Head of the Authority indicated that a simple reconciliation can be done to
complete this exercise, since based on the process, the GRA cannot act on an IDA unless the two agencies
so recommend and thereafter approved by the Minister of Finance. Further PSA’s would also allow for
Exemptions.

Recommendation: The Audit Office recommends that the Authority take all necessary steps to reconcile
and present an updated status for audit review. (2019/67)
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304.  During 2019, the Authority was in transition between TRIPS and ASYCUDA World for the Tax
Exemption operations. As such, information were recorded in TRIPS and ASYCUDA World. A request
was made for the Authority to present the reports produced by ASYCUDA World to provide details relating
to purchases that were facilitated through the Investment Agreements. However, at the time of reporting in
November 2020, these were not provided. In the circumstances, the scope of the audit was limited and the
completeness and accuracy of the sample files could not be ascertained.

Authority’s Response: The Head of the Authority indicated that the schedules are completed and can be
reviewed as per request.

Recommendation: The Audit Office recommends that the Authority continue its efforts to have the
information available and to present same to facilitate audit procedures. (2019/68)

305. A sample of twenty-one Investment Agreements (IAs) was examined. Seventeen were
recommended by Go-invest and four by Guyana Geology and Mines Commission (GGMC). Examination
of the TRIPS 705 Report - Listing of Revenue Loss by Beneficiary revealed the following:

a) Of the twenty-one Investment Agreements examined it is alarming to note that sixteen or
76% of the companies/business were for renewal and expansion while five or 24% were
new. Investment Agreements came into effect since the year 2010 of which approximately
$9.801 billion exemptions were received by these companies for the years 2010 to 2018.
To note, the ‘Time for Completion of Project’ were stated between one to three years in
the Investment Agreement.

Authority’s Response: The Head of the Authority indicated that the GRA has no control over the
renewal/items exempted within the period of the Investment Agreement. It should also be noted that GRA
has recommended that these IDA’s be for two or three years since on many occasions, the sister agencies
are tardy in sending renewals and the GRA to approve the exemptions pending their submission to the
Authority.

Recommendation: The Audit Office recommends that the Authority conduct investigations to determine
whether the businesses are in compliance with the Investment Agreement. In addition, to put measures in
place to enforce businesses to complete works in the stipulated time-frame as highlighted in the Investment
Agreements. (2019/69)

b) Key documents such as Guyana Revenue Authority and National Insurance Scheme
compliances and, Audited Financial Statements were omitted from eleven, nine and
eighteen respectively of the Investment Agreement files examined. As such, there is a
breach of Standard Operational Procedures.

Authority’s Response: The Head of the Authority indicated that NIS and GRA Compliances may not
always be submitted since the newer companies have to be in operation for at least six months to receive a
NIS Compliance. In addition, the Tax Status is requested for all IA's before processing.

Recommendation: The Audit Office recommends that the Authority ensure that businesses provide these
key documents before granting them the exemption. (2019/70)
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C) One beneficiary of the incentive had a clause in the IA stating that "Waive of Customs Duty
and Excise Tax on the vehicles should only be granted after Go-Invest has verified that
75% of the machinery and equipment have been acquired and installed at the project
location. “No documentation was seen to verify Go-Invest did its verification however;
one vehicle and three machinery and equipment were purchased. As such, there is a breach
of Investment Agreement.

Authority’s Response: The Head of the Authority indicated that the purchase of a vehicle cannot be
perceived as a breach of the IDA, since the machinery has been purchased. Further the Authority cannot be
blamed for the inaction of its sister Agency. The GRA’s mandate is to collect taxes. For them to do another
agency’s work will only strain its resources.

d) One beneficiary of the incentive received tax exemptions totalling $325,095 for items that
were not seen in the 1A presented. At the time of reporting in November 2020, all related
details were submitted to the Authority.

Authority’s Response: The Head of the Authority indicated that the importer Carl Niamatali T/A Memorial
Gardens and Crematorium also trades under the name of the Guyana Cancer Prevention Society and that
organisation is granted tax exemptions status as an approved Non-Governmental Organisation (NGO). In
this regard, goods imported for use by the organisation and for free distribution will also be granted tax
exemptions. It must be noted that the same TIN applies to both entities with the different Trade Names.

Recommendation: The Audit Office recommends that the Authority monitor the exemptions granted to the
businesses and to ensure that exemptions are granted in accordance with the Investment Agreement.
(2019/71)

Remigrants

306.  The Remigrant Scheme is administered by the Ministry of Foreign Affairs in conjunction with the
Guyana Revenue Authority, who administers the tax exemption. During the year under review, the
Authority processed 110 applications with tax exemptions totalling $392.274M. Thirty-seven of these
applications processed by the Authority were for the year 2018.

Authority’s Response: The Head of the Authority indicated that due to the Transition from TRIPS to
ASYCUDA effective 2019 where the Remigrants are now being required to pay a Customs Broker a
Brokerage fee to have the application lodged and process in order to clear the items. However, some of the
Remigrants would complain that they cannot afford the cost of a Broker. Thus, resulting in the application
pending and also with the implementation of the eight-year-old restriction on the importation of Motor
Vehicles which limits the Remigrant to only import a motor vehicle that is less than eight years old. As a
result, less Remigrants imported their motor vehicle from their Previous Country of Domicile. Since, these
did not fall into the above restriction and the vehicle were not in keeping with our traffic code.

307. The Ministry of the Presidency, Department of Citizenship Remigration Unit received 226
applications during the year 2019 of which, seventy-three applications were processed by the Authority.

Authority’s Response: The Head of the Authority indicated that due to the change of Law and the
implementation of the $5M Tax credit whereby, the Remigrant is required to pay the additional taxes on
the motor vehicle if the taxes assessed accumulate to over $5M. Hence, there was a decrease in the
applications being processed, since some Remigrants cannot afford to pay the difference in taxes on the
Motor Vehicle.

Recommendation: The Audit Office recommends that the Authority take all necessary steps to process the
Remigrant applications in a reasonable time-frame. (2019/72)
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308. During the year 2018, the Authority processed 188 applications with tax exemption totalling
$988.637M. In 2018, 95% of the persons who were granted remigrant status and benefits from the tax
exemption were between the ages of 55-76. In 2019, it was observed the individuals that benefited from the
Remigrant Scheme were between the ages of 24-65.

Authority’s Response: The Head of the Authority indicated that this percentage is a result of a sample test
being done of which the GRA has no control over the age range of the Remigrants.

Other Matters
Scanners

309. The Authority entered into a Public Private Partnership Agreement with the Guyana National
Industrial Company, Lombard Street, Georgetown for the utilisation and operation of the Mobile Container
Scanner. This initiative came into existence since the scanner was repaired but the Authority did not have
the appropriate site to facilitate its operations. The scanner operation was launched on Monday 16 July
2018 at the Guyana National Industrial Company to scanner export containers.

310. In addition, it was reported that the Authority has received a donation of another mobile scanner
and baggage scanner through the Government of China initiative. Efforts to verify the date of agreement
and the location of the scanner could not be determined since limited information was provided. In response
to this finding in 2017, the Authority reported that the new baggage scanner is due to arrive in November
2018 with completion of installation towards the end of December 2018. However, at the time of reporting
in November 2020, the scanner was not received.

Authority’s Response: The Head of the Authority indicated that the scanner is now operable. The new
baggage scanner is installed and it is operable.

Recommendation: The Audit Office recommends that the Authority continue its efforts to improve customs
enforcement operations across Guyana and to comply with International Regulations. (2019/73)

Human Resources- Dismissal and Termination

311.  During the year 2019, twelve employees were dismissed and seven employees were terminated.
The Authority made the benefits payments to the employees who were terminated. The employees
dismissed and terminated held the positions such as Supervisors, Group Leaders, Clerk Ils, Porters and
Security Guard. Additional verification revealed that 33% of the employees were from the Integrated
Regional Tax Offices, 34% of the staffs were from the Customs, Excise and Trade Operations (Wharves
and Boathouses and Entry Processing Unit). The remaining 33% of the employees were from the Law
Enforcement & Investigation Division VAT Audit & Verification, Entry Process Unit, Revenue
Accounting, Operating Services, etc.

312.  For the years 2019, the Authority made benefits payments to former employees totalling $7.198M.
Similarly, in 2018 and 2017, the Authority made benefits payments to former employees totalling
$17.976M and $3.079M respectively.
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Authority’s Response: The Head of the Authority indicated that the Authority exercises it right to dismiss
staff after careful consideration and due diligence. When infractions are suspected these are thoroughly
investigated using the special expertise of a Special Investigation Unit that was established three years ago.
Once an investigation report is prepared and presented, the charges and supporting evidence are made
available to staff who under the principle of natural justice are given the opportunity of a hearing and to
defend themselves. In cases where an allegation is proven and in line with the Employee Code of Conduct
which recommends the disciplinary action that should be meted out for infractions, that dismissal action is
taken. The action to terminated staff for good and no cause are done always in compliance with the
Termination of Employment and Severance Pay Act.

During the year 2019, the Authority terminated six staff and twelve were dismissed. The Authority made
the benefits payments to the employees who were terminated. The employees dismissed and terminated
held the positions as Supervisors, Group Leaders, Clerk Ils, Porters and Security Guard etc. The Authority
made termination benefit payments to former employees totalling $7.672M.

Recommendation: The Audit Office recommends that the Authority continue its efforts to encourage
employees to adhere to the policies and Employee Code of Conduct of the Authority to assist in the
enhancement of the services provided to taxpayers. (2019/74)

International Airports

Eugene F. Correia International Airport (EFCIA)

313. In May 2019, the operation of Customs Office at the Eugene F. Correia International Airport
(EFCIA) were audited. However, audit examinations were limited due to the non-submission of key
documentations and the unavailability of an Officer to facilitate physical inspections of detained and seized
items during the year under review. See details below:

a) Revenue Hand Over Books for the year 2018.
b) Courier Held Register.

C) Physical verification of Detained and Seized Items.

Authority’s Response: The Head of the Authority explained that this situation of non-cooperation was not
reported until the first submission of this audit report. After the meeting, contact was made with the
Supervisors at the location. The auditors were to make arrangements to review registers. Some of which
they have collected.

314. The updated response provided by the Authority is inaccurate since the observations were
submitted on 28 May 2019, three months prior to the final Auditor General Report. In addition, a visit was
made to the Customs Operation on 4 September 2020, and the matters remain the same. We were unable to
verify the sample of cargo held, detained and seized items due to the condition of these storage bonds.
Further, the revenue hand over books were not located and presented

Recommendation: The Audit Office recommends that the Authority take steps to ensure that there is
adequate accountability for all records and supporting documents, so these could be provided for audit. In
addition, to ensure that the storage bonds are in good condition. (2019/75)
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Value Added Tax

Approved Estimates

315.  According to the National Estimates 2019, amounts totalling $99.669 billion were estimated to be
collected from Value Added Tax (VAT) and Excise Tax during the year 2019. However, according to the
Revenue Collection Statement produced by the Authority, amounts totalling $95.921 billion were reflected
as amounts estimated to be collected. As such, there is a variance of $3.748 billion, as shown in the table

below:

GRA’s
Revenue
Line Description Approved Collection _
Items Estimates Statements Variances
$°000 $°000 $°000
5911 | Import Goods 28,803,794 27,707,619 1,096,175
5912 | Import Services 0 200,960 (200,960)
5921 | Domestic Supply 25,529,679 26,837,566 (1,307,887)
5951 | Imports - Motor Vehicle 6,987,041 6,904,533 82,508
5952 Imports - Petroleum Products 30,965,814 27,016,294 3,949,520
5953 Imports - Tobacco 1,478,122 1,391,920 86,202
5954 | Imports - Alcoholic Beverages 978,390 929,391 48,999
5961 | Domestic Supply - Alcoholic Beverages 4,795,112 4,685,574 109,538
5981 | Interests - VAT 83,208 65,122 18,086
5982 | Penalties - VAT 47,887 40,228 7,659
Stamps - Tobacco Products 0 103,451 (103,451)
Stamps - Alcoholic Beverages 0 14,801 (14,801)
5084 | Liquor Licence 0 23,709 (23,709)
Total 99,669,047 95,921,168 3,747,879

Authority’s Response: The Head of the Authority indicated that the initial budgeted collection for VAT
and Excise Tax for 2019 was $99.669B. The budgeted collection was later revised based on the actual
collection for January to May; thereby reducing the year’s budgeted collection for VAT and Excise Tax to
$95.897B. The year’s budgeted collection for the Revenue Authority was unaffected.

Recommendation: The Audit Office recommends that the Authority ensure that there is strict adherence to
the approved estimates since this document is approved by the National Assembly. Also, to have the revised
statement presented for audit review. (2019/76)

Revenue Collection

316.  According to the Statement of Receipts and Disbursements for VAT produced by the Ministry of
Finance, amounts totalling $99.669 billion were estimated to be collected from VAT, Excise Tax, and
Interest and Penalties during the year 2019. Actual collections paid into the Consolidated Fund totalled
$96.547 billion, representing a negative variance of $3.122 billion. Seven tax types reflected the negative
variances totalling $4.610 billion, while the other three categories reflected positive variances.

317.  The table below provides a comparative analysis of estimated and actual amounts collected and
paid into the Consolidated Fund as reflected on the Statement of Receipts & Disbursements - Value Added
Taxes. It shows that the Authority under-performed on seven of the ten revenue tax types by amounts
totalling $4.610 billion.
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Amount
Line o Approved CoII_ect_ed & (Undgr)/Over
Items Description Estimates Paid into Estimates
Consol. Fund
$°000 $°000 $°000

Value Added Tax (VAT)

5911 | Import Goods 28,803,794 29,122,884 319,090

5912 | Import Services 0 179,123 179,123

5921 | Domestic Supplies 25,529,679 23,373,546 (2,156,133)

5981 | Interest - VAT 83,208 46,258 (36,950)

5982 | Penalties - VAT 47,887 25,768 (22,119)
Sub-Total 54,464,568 52,747,579 (1,716,986)
Excise Tax

5951 | Imports - Motor Vehicle 6,987,041 7,977,195 990,154

5952 | Imports - Petroleum Products 30,965,814 29,123,900 (1,841,914)

5953 | Imports - Tobacco 1,478,122 1,427,095 (51,027)

5954 | Imports - Alcoholic Beverage 978,390 785,465 (192,925)

5961 | Domestic Supp. - Alcoholic Beverage 4,795,112 4,485,990 (309,122)
Sub-Total 45,204,479 43,799,645 (1,404,834)
Grand Total 99,669,047 96,547,224 (3,121,823)

318.  The VAT estimate for the year 2019 was $54.465 billion and during the period $52.748 billion was
collected. This amount represents a negative variance of $1.717 billion or 3% below the budgeted
collections. Similarly, the Excise Tax estimate for the year 2019 is $45.204 billion. This represents a
negative variance of $1.405 billion or 3% below the budgeted collections. Total revenue collected in the
period January to December 2019 was $96.547 billion. This amount represents a negative variance of
$3.122 billion or 3% below the approved budgeted collections.

Authority’s Response: The Authority indicated that the revised Budgeted collection for VAT was
$54.851B. The Revenue Authority VAT collection for 2019 was $55.674B from which refunds in the
amount $2.815B was refunded thereby reducing the VAT collection to $52.748B. The Revenue Authority
acknowledges the shortfall of VAT collection net of refunds. The initial estimate for excise collection for
January to December 2019 was $45.204B which was later revised to $41.046B. The Authority excise
collection for 2019 was $43.803B, a surplus of 6.7% of the estimated collection.

VAT Refunds

319.  The Authority refunded $2.815 billion for 2019. There was an increase of $144.899M or 5% when
compare to 2018.

Authority’s Response: The Head of the Authority indicated that the positive variance was achieved as a
result of the continued efforts to expedite the back-log in the prior years VAT refund applications. During
2019 there was major pay outs for investment companies and as a result of a court ruling. Additionally,
there was an increase in VAT refund applications from the emerging oil and gas sector. VAT refund paid
to the Oil and Gas Sector in 2019 was in excess of G$444.7M.

Recommendation: The Audit Office recommends that the Authority continue in its efforts to reduce the
back-logs of VAT refunds. (2019/77)
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VAT Registrants

320. The Value Added Tax Act (Amendment) Regulations that took effect from 1 February 2017,
provides for an increase in the VAT threshold from $10M to $15M. Every person who carries on a taxable
activity and where the taxable activity: (a) equals to or exceeds the threshold of $15M less than, or at the
end of twelve months; (b) is expected to exceed the threshold in any period during the next twelve months
must be registered for VAT. During the year 2019, there were a total of forty-four individuals and
companies with total import values that exceeded $15M who were not registered for VAT. Similarly, in
2018, there were a total of 236 individuals and companies with total import values that exceeded $15M
who were not registered for VAT. However, it could not be ascertained what actions were taken by the
Authority to determine whether those individuals were potential VAT registrants.

Authority’s Response: The Head of the Authority indicated that as previously reported in the 2016-2018
responses to this concern raised, the VAT Act provides for mandatory registration where annual taxable
supplies are $15M (effective February 2017) and above. Therefore, importation in excess of $15M is just a
trigger/red flags for further profiling of the TP to determine the value of taxable supplies made by the TP.
The Revenue Authority continuously monitors imports and other information reflected on our data base
along with third party information to profile and register taxpayers for VAT. In 2019, 373 taxpayers were
profiled and 74 were identified for VAT registration from information reflected in our database which
included reports on importers.

Recommendation: The Audit Office recommends that the Authority continue its efforts to identify all
taxpayers who are potential VAT registrants with a view of having them register with the Authority.
(2019/78)

321.  As at 31 December 2019, the TRIPS database recorded 5,481 VAT registrants of which, 173 and
244 were new registrants for the year 2018 and 2019, respectively. A comparison between the numbers of
new registrants for the years 2015 to 2019 shows a decrease of seventy-five VAT registrants. See details in
table below:

Year New Comparative
Registrants Increase/Decrease

2015 190 59

2016 249

2016 249

2017 264 15

2017 264

2018 319 55

2018 319

2019 244 (75)

Authority’s Response: The Head of the Authority indicated that there was a significant increase in VAT
registration in 2017 and 2018 when compared to prior years due to VAT compliance initiatives (patrol visits
and profiling from our database) which commenced in 2017. In 2019, the compliance activities continued
but there was a decline in registration from patrol visits since most of the dense areas were exhausted. The
Authority continues to enforce VAT registration compliance.
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VAT Returns

322.  Section 31(1) of the VAT Act requires every taxable person to lodge a tax return for each tax period
with the Commissioner-General within fifteen days after the end of the period, whether or not, tax is payable
in respect of that period. Out of the 5,481 VAT registrants in the TRIPS database 5,062 were identified as
active as at 31 December 2019. Of this amount, 2,900 taxpayers filed 36,336 returns with the Authority.
Examination of the remaining 2,162 taxpayers who failed to submit their returns revealed that there were
no submissions from 1,059 taxpayers while partial submissions were made by 1,103 taxpayers. A similar
observation was made in the year 2018 where there was a total of 1,911 defaulting VAT registrants of
which, 1,413 registrants had no submission and 498 made partial submission.

Authority’s Response: The Head of the Authority indicated that in 2019, 19,386 VAT returns were
demanded from 3,268 defaulting VAT registrants including registrants who made partial submissions and
those who made no submission. Thirty-four VAT registrants were also sent to the Legal Services Division
for appropriate action for non-compliance in 2019. The Authority continues to monitor the failure of VAT
registrants to file their returns and take steps to address same.

Recommendation: The Audit Office recommends that the Authority to continue its efforts to ensure that all
taxpayers comply fully with the requirements of the VAT Act as it relate to filing of tax returns. (2019/79)

323. Management has still not taken steps to ensure that all queried VAT returns are promptly corrected
and entered into the TRIPS database. At the time of reporting, fifty-two VAT returns in respect of the year
2019 and 203 VAT returns for the years 2011 to 2018, which were queried by the Authority were still not
finalised and entered into the database. The following table gives a breakdown:

VAT Returns
Not entered in Entered in Not entered in
Year TRIPS TRIPS TRIPS
as at August as at August as at August

2019 2020 2020

(A) (B) (C=A-B)
2011 111 62 49
2012 50 35 15
2013 35 23 12
2014 46 31 15
2015 40 34 06
2016 59 40 19
2017 83 33 50
2018 55 18 37

Sub-Total 479 276 203

2019 0 0 52
Total 479 276 255

Authority’s Response: The Head of the Authority indicated that as at 3 September 2020, VAT Returns not
entered in TRIPS for 2019 has been reduced to 52. This is a continuous process and work is on-going to
have these returns corrected and processed into TRIPS.

Recommendation: The Audit Office recommends that the Authority continue its efforts to have VAT returns
with queries finalised and entered into TRIPS database in a timely manner. (2019/80)
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VAT Refunds Paid

324.  For the years 2014-2016, refunds to taxpayers reflected variances amounting to $470M, $16M and
$235M, respectively. In response to the finding in the prior year report, the Authority explained that
reconciliations to account for the differences were on-going. These reconciliations were completed and
submitted for audit; however, it was observed that they are a number of reconciling items amounting to
$19.200M, $3.900M and $1.800M, in respect of the years 2014 to 2016 that needs corrective action. Some
of the reasons noted for the reconciling items include: (a) refunds paid but not posted in TRIPS; (b) refunds
posted in TRIPS but not included in Report Ne. 276; (c) refunds paid to non-registrants; and (d) refunds
keyed in with incorrect cheque dates. At the time of reporting, reconciling items for the years 2014 to 2016
were $113.456M, $9.681M and $5.816M, respectively.

Authority’s Response: The Head of the Authority indicated that due to the limitations of TRIPS, our IT
Department is still being engaged to assist in remedying some of the reconciling issues.

Recommendation: The Audit Office recommends that the Authority take the necessary steps to finalise the
reconciling items and make the necessary adjustments to the related records. (2019/81)

Refundable VAT Returns

325.  During the year 2019, the sum of $2.004 billion was paid to sixty-two taxpayers as VAT refunds
in respect of the years 2012 to 2019. However, according to TRIPS Report Ne. 213 - Listing of Refundable
VAT Returns for the year 2019, there were still 8,249 refundable VAT returns valued at $10.614 billion on
hand. In addition, the total number of refundable VAT Returns for prior years could not have been
determined. Similarly, in 2018 the sum of $2.371 billion was paid to seventy-seven taxpayers as VAT
refunds in respect of the years 2012 to 2018, while according to TRIPS Report Ne. 213 - Listing of
Refundable VAT Returns for the year 2018, there were still 8,529 refundable VAT Returns valuing $6.083
billion on hand. At the time of reporting the List of Applications for 2019 were submitted and are currently
being reviewed.

Authority’s Response: The Head of the Authority indicated that initiative was taken in 2019 to complete
all prior years VAT refund applications hence payments reflected for periods 2012 to 2019. As it relates to
the information reflected on the Listing of Refundable VAT Returns, as previously stated in response to
this issue raised in the 2017 and 2018 reports, the Listing of Refundable VAT Returns reviewed by the
Auditor detailed the credit returns filed by VAT registrants in a given period/year. Due to the nature of
VAT, credits reflected on VAT returns may either be set off against subsequent returns (self refunded) or
may be refunded by the GRA subsequent to application for same as provided by the VAT legislation.
Therefore, in determining the VAT refunds payable for a specific period, the total VAT refund applications
should be used rather than the Listing of Refundable VAT Returns (VAT returns with credits). The
Authority continues to expedite all VAT refund applications.

Recommendation: The Audit Office recommends that the Authority take the necessary steps to ensure that
applications for VAT refunds are processed in a reasonable time-frame. (2019/82)
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Objections and Appeals

326. Management has still not taken appropriate measures to monitor the status of all default matters in
order to ensure that cases pending are finalised in a timely manner. An examination of the VAT Objections
and Appeals Registers presented for the year 2019 revealed that 490 cases were received by the Authority.
At the time of reporting in November 2020, Management was still to finalise 428 cases, which resulted in
the inability to collect potential taxes totalling $913.010M. Similarly, for year 2018, Management is still to
finalise 148 cases where taxes in dispute amounted to $463.831M. The table below summarises the amounts
in dispute.

No. of Cases N_e. of Cases to be Ta_xes in
Year | Type Received finalised as at 31 Dispute
July 2020 $°000

2018 Individugl 118 65 29,320
Companies 316 83 434,511
Sub-Total 434 148 463,831
2019 Individugl 270 208 382,807
Companies 220 220 530,203
Sub-Total 490 428 913,010
Total 924 576 1,376,841

327.  Further, at the time of reporting in November 2020, the 220 cases reviewed from companies during
2019 were not concluded.

Authority’s Response: The Head of the Authority indicated that the Objections & Appeals Section
continues to work assiduously to finalise objection cases on hand in a timely manner.

Recommendation: The Audit Office recommends that the Authority continue its efforts to have all
outstanding cases finalised as soon as possible. (2019/83)

Internal Revenue

Revenue Management Systems (RMS)

328.  The Revenue Management System (RMS) is based upon Data Torque’s a commercial off the shelf
Tax Administration Systems. The core business objectives for the implementation of this new Tax
Administration Systems are: (1) to comprehensively automate the tax administration procedures; (2)
improve efficiency in tax administration through accuracy, completeness and timeliness of tax collection
and reporting; (3) improve the timeliness of payments to reduce debts; and (4) to promote synergies across
Government agencies through information sharing, etc.

329. RMS aims to automate the full lifecycle of tax administration including analytics and risk
management and will be delivered in three phases:

. Core functional modules and e-services.
Additional workflows and online functionality and advance compliance.
o Business intelligence and risk management.

330.  The total sum for the DataTorque is US$6.263M exclusive of taxes. This comprises of US$5.216M
for the Revenue Management System Licence and Implementation and US$1.407M for warranty and
support for the first three years. At the time of reporting in November 2020, the sum of US$2.023M
equivalent to GY$436.365M was made.
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Revenue Collection

331.  According to the Statement of Receipts and Disbursements - Internal Revenue, amounts totalling
$99.024 billion were estimated to be collected for the fiscal year ended 31 December 2019. Actual amounts
collected and paid into the Consolidated Fund totalled $104.331 billion, a positive variance of 5.39% or
$5.307 billion when compared with the approved estimates. Notwithstanding the positive variance, the
Authority under-performed by $4.446 billion on twelve of the twenty-two Internal Revenue tax types as
indicated in table below.

Amount
Line o Coll_ect_ed &
ltems Description Approved Paid into (Undgr)/Over
Estimates Consol. Fund Estimates
$°000 $°000 $°000
5111 | Pay As You Earn 29,210,325 28,497,949 (712,376)
5112 | Income Tax on Self-Employed 7,131,542 6,036,130 (1,095,412)
5113 | Premium 301,571 299,424 (2,147)
5124 | Corporation Tax - Private Sector Companies 36,355,180 34,047,411 (2,307,769)
5142 | Property Tax - Private Sector Companies 3,297,191 3,190,739 (106,452)
5143 | Estate Duty 51,155 41,185 (9,970)
5144 | Property Tax - Individuals 1,055,552 932,833 (122,719)
5165 | Motor Vehicle and Road Traffic Ordinance 1,035,272 978,198 (57,074)
5171 | Licences - Motor Vehicles 1,166,000 1,149,907 (16,093)
5172 | Licences - Other Vehicles 516 492 (24)
5173 | Licences - Trading 31,172 29,090 (2,082)
5182 | Miscellaneous Fee 74,487 60,837 (13,650)
Total 79,709,963 75,264,195 (4,445,768)

Authority’s Response: The Head of the Authority indicated that regarding the table which was presented
in the report, the Agency is not certain of what is/are the source document/s used to prepare the table with
the approved estimates as these differ from the 2019 target. For e.g. the first two tables for PAYE and IIT
- Self-Employed as included in Table 1 seems like inflated numbers, MoF may need to provide clarity here
as to what is the composition of these numbers and whether they represent a merger with other categories
as most of the other amounts collected reconciles, with the exception of the first two. It is apposite to
mention; however, that ALL moneys collected for ALL Tax Line Items were deposited into the
Consolidated Fund and reconciled with the Ministry of Finance’s IFMIS figures, as reconciled and verified
deposits into the Consolidated Fund.
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COMPARATIVE ANALYSIS OF INTERNAL REVENUE PAID INTO THE
CONSOLIDATED FUND FOR THE YEARS 2019 AND 2018
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Internal Revenue Refunds

332.  The Income Tax Act Cap. 81:01 (Amendment) Regulation 10 of 2018 dated 7 December 2018,
provides for the Commissioner-General in discharging his functions under the Act in regards to payment,
collection and refund of income tax to: (b) subject to the Act, make payments of income tax refunds due to
persons out of the Income Tax Deposit Fund; and (c) pay the net revenue received into the consolidated
fund. As such, the Authority refunded $15.351M during the year 2019.

333.  Examination of the records maintained by the Authority pertaining to refunds revealed the
following:

a) Refunds were paid to various categories of tax types. However, on the 2019 Revenue
Collection Statement produced by the Authority it was recorded under Employed-PAYE.
As a result, there is a misclassification of refunds.

Authority’s Response: The Head of the Authority indicated that the assumption of the Audit Office of a
misclassification of refunds on the Revenue Collection Statement is not accurate. Examination of the
revenue collection statement and refund schedules revealed refunds were classified as follows: Individual
Income Tax-Others amounted to $9.327M, Individual Income Tax-Self Employed amounted to $6.020M
and Withholding Tax $5,000.

b) As at August 2020, taxpayers did not uplift refunds totalling $1.174M for 2019 and
$10.318M for January to April 2020. Therefore, refunds totalling $11.491M were not
uplifted by taxpayers.

Authority’s Response: The Head of the Authority indicated that it contacted these taxpayers to uplift their
Income Tax Refunds; however, at the time of audit it was not uplifted. As of May 2020 the Authority has
been depositing Income Tax refunds to the individual’s Bank Account to resolve this problem.

Recommendation: The Audit Office recommends that the Authority records the refunds on the Authority
Revenue Collection 2019 Statement according to the tax types. In addition, to continues in its efforts to
make income tax refunds payments to taxpayers in a timely manner. (2019/84)

Self-Employed Tax

334.  Amounts totalling $7.132 billion were estimated to be collected from Income Tax - Self-Employed
for the year 2019. Total income tax collected from self-employed taxpayers for the year under review
amounted to $6.036 billion, which is equivalent to $1.095 billion below the approved budgeted collections.

Authority’s Response: The Head of the Authority indicated that the Budget for Income Taxes Self —
Employed for 2019 was $6.56B, our actual collections amounted to $6.04B, representing a variance to
budget of ($524M) not what was articulated in the Auditor’s General report above which stated that
collections for this tax type were below budgeted collections by $1.095 billion.

The overall negative variances resulted primarily from several individuals making significantly lower or no
payments during the period January to December 2019, when compared with payments made in the
corresponding period of 2018.
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An overall analysis of Income Tax paid by self-employed individuals revealed increase in current and early
payments of $367.4M or 6.9% and $5.8M or 11.8% respectively while arrears payment decreased by
$543M or 35.4%, this was expected after the amnesty programme in 2017. It is apposite to mention however
that there was an increase in our tax base for self-employed as evident by the increase of 1,021 or 6.6% in
the total number of self-employed individuals remitting taxes. During 2019 when compared with the same
period in 2018 (16,522 in 2019 and 15,501 in 2018).

Recommendation: The Audit Office recommends that the Authority engage the Ministry of Finance to
ensure that the classification and categorization of tax types be reflected as the same on the two statements.
(2019/85)

335.  Over the years, the Authority continued to experience difficulties in having delinquent self-
employed persons comply with the requirements of the Income Tax Act. As at 31 December 2019, there
were 103,135 active registered self-employed persons in the TRIPS database of which only 16,992 persons
or 16% of the active registrants filed returns. In the circumstance, a total of 86,143 persons or 84% of the
active registrants did not file their tax returns. Similarly, in 2018, 82,986 or 83% of the active registrants
did not file their returns. In response to a similar finding in the years 2017 and 2018, Management had
indicated that the database needed cleansing and work has commenced to remove taxpayers not required to
file tax returns and this is currently on-going.

Authority’s Response: The Head of the Authority indicated that the list provided does not represent an
accurate number of active taxpayers. Preliminary data cleansing activities have uncovered various
categories of taxpayers to be removed. Work has commenced to remove taxpayers not required to file and
this is currently on-going.

The Guyana Revenue Authority issues Demand Notices to defaulting self-employed taxpayers on a
continuous basis and in addition, raise assessment in the absence of the Return in some instances.

. Number of Demands issued during 2019 are 18,810
o Number of demands continue to be issued in 2020 (31 July) total 12,571

In light of the number of self-employed taxpayers not filing returns and the limited resources at the disposal
of GRA, the Authority has adopted a risk management approach to prioritise the high-risk taxpayers with
revenue implications.

Recommendation: The Audit Office recommends that the Authority pursue all possible avenues to have
delinquent self-employed persons comply with the requirements of the Income Tax Act with a view of
maximising revenue collections. Also, to continue its’ efforts to cleanse the database and present same for
audit examination. (2019/86)
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COMPARATIVE ANALYSIS OF SELF-EMPLOYED TAXPAYER
FILINGS OF RETURNS FOR THE YEAR 2019

16%
Inactive Registrants Active Registrants
25% 75%
(37,047 Registrants) (103,135 Registrant) 84%
16% | Active Registrants who filed Tax Returns 16,992
84% | Active Registrants who did not file Tax Returns 86,143
Total Active Registrants 103,135

Figure 7
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Pay As You Earn

336.  In accordance with the Income Tax Act, a Form Il is required to be submitted each year for the
previous year, on the total tax deductions made by each employer. Examination of the Forms Il Register
for the year 2018 revealed that of the 819 returns submitted, all were examined by the Authority. An analysis
of the 819 examined returns submitted revealed that there were seventeen instances where the returns had
variances. At the time of reporting in November 2020, these returns reflected over-deductions and/or under-
deductions totalling $6.020M and negative $9.478M, respectively.

Authority’s Response: The Head of the Authority indicated that the outstanding cases are being closely
monitored to ensure their reconciliation.

337.  In addition, with respect to returns received in the year 2017, the Authority was still to reconcile
226 returns with assessed variances of negative $96.935M. Seventy-one Forms |1 greater than Form V with
assessed variances of $28.815M and 155 returns with assessed variances of negative $125.935M in relation
to Form V greater than Form Il. See details in the table below:

. Ne, of Amount on Variance
Description Inst_a.mces Forms Il Forms V
$°000 $°000 $°000
Forms Il greater than Forms V 71 1,317,156 1,288,341 28,815
Forms V greater than Forms Il 155 2,709,168 2,834,918 (125,750)
Total 226 4,026,324 4,123,259 (96,935)

Authority’s Response: The Head of the Authority indicated that the outstanding cases are being closely
monitored to ensure their reconciliation.

338.  Further, of the ninety-six over/under deductions in 2016, thirty-five with assessed variances
$4.228M remained outstanding.

Authority’s Response: The Head of the Authority indicated that the outstanding cases are being closely
monitored to ensure their reconciliation.

Recommendation: The Audit Office recommends that the Authority continue its efforts to closely monitor
the cases for the year under review and to ensure they are reconciled in a timely manner. In addition, to
work assiduously to have the cases for the years 2016 and 2017 be closed. (2019/87)

Mortgage Interest Relief (MIR)

339.  During the year under review, the Authority received 444 applications in Georgetown and 113
applications at the Regional Integrated Tax Offices. Of the applications received, 113 and sixteen are re-
applications for the years 2013 to 2018 and 2019 respectively.

340.  Mortgage Interest Relief (MIR) payments for the year under review was $187.004M while in 2018
the payments totalled $167.891M; therefore, there is an increase of $19.113M. A sample of fifty
applications received in Georgetown was examined and the following were observed:
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a) Sixteen applicants received payments totalling $9.337M for prior periods (year in which
the Loan was granted by the Commercial Bank) despite the fact that the applications were
made in 2019. A similar observation was made in 2018 and it was recommended that, the
Authority seek to have clarity on the Income Tax Act as it relates to MIR and to have a
definite position in relation to the retroactive payments of MIR. In addition, the matter was
discussed with the Legal Department of the Authority and it was highlighted that “the law
did not intend to be retroactive and should not be applied and interprets as such’. See
Memorandum dated 3 August 2018. It should be noted, prior to 2018 a taxpayer was only
paid MIR for the year of application and two subsequent years after which the taxpayer
had to reapply to benefit from this relief.

Authority’s Response: The Head of the Authority indicated that the Law is clear as it relates to the
application and payment of MIR. There is nothing in the Income Tax Act or Legislation that limits the
application to the year applied and within which the interest is accrued. In the absence of legislation, the
applicant is eligible for the relief.

Recommendation: The Audit Office recommends that the Authority seek to have clarity on the Income Tax
Act as it relates to the retroactive payment of MIR, taking into consideration the amended of Section
20(A)(1) of the Income Tax Act by way of the Income Tax Amendment Bill 2020 that increased the principle
amounts of the housing mortgage loan from $15M to $30M. (2019/88)

b) Two new applications were made in 2019 and the mortgages were taken over a period of
five years, in addition, the amounts exceeded the amendment to Section 20 (A) (1) of the
Income Tax Act Cap. 81:01, which indicated that homeowners who obtain mortgages on
or after 1 February 2017 will only be eligible to apply for MIR where the mortgage exceeds
$15M. However, these applications were approved.

Authority’s Response: The Head of the Authority indicated that the two new applicants obtained mortgage
prior to the amendment of Section 20A (1) of the Income Tax Act Cap.81:01 and are therefore eligible to
receive MIR for housing mortgage loans not exceeding $30M. One applicant was granted approval in
keeping with the law and the other applicant was not granted approval as a result of failure to submit
relevant supporting documents.

C) One of the applicants highlighted at (b) received this relief for the years 2013 to 2019
totalling $1.008M. However, it was disputed that the relief was granted on ‘renovation’
and not the ‘acquisition of the property’. To note, the Commercial Bank referred to the loan
as ‘complete renovation on existing property’. Evidence was seen where clarification was
sort from the Commissioner-General via Memo dated 26 September 2019. However, there
is no evidence in the MIR file to confirm that approval was granted.

Authority’s Response: The Head of the Authority explained that approval was granted using a similar case
as a guide whereby the Authority’s Legal Division give guidance concerning the application for MIR.

d) One MIR beneficiary was paid 40% of the Loan interest instead of 30%.
Authority’s Response: The Head of the Authority explained that the applicant correctly benefited from the

relief using the correct statutory rate of 40% according to the provisions of Section 36 A of the Income Tax
Act Cap 81:01.
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e) There was no evidence that visits were done to ensure that the applicants are residing at the
properties. A similar observation was made in the 2018 audit where there was no evidence
of visits for the twenty-six applications examined. A list of eight visits conducted was
presented for audit, of which, two were done in 2018 and six in 2019 for the years 2013 -
2018.

Authority’s Response: The Head of the Authority indicated that visits were done to ensure that the Taxpayer
occupies the residence; however, these visits are done randomly with emphasis being placed on the high
risk applicants.

f) Nine MIRs were approved between the periods 4 July 2019 to 18 November 2019;
however, as at 30 June 2020, no payments were made. On the contrary, other approved
MIRs were paid immediately after approval.

Authority’s Response: The Head of the Authority explained that of the nine applications identified, six
were paid. The other three applications are awaiting the submission of supporting documents by the
applicants to facilitate payment.

Recommendation: The Audit Office recommends that the Authority: (a) seek to have clarity on the Income
Tax Act as it relates to MIR; and (b) conduct more visits to ensure that beneficiaries are residing at the
properties. (2019/89)

Tributors

341. The Income Tax Act, Chapter 81:01 requires that “any payment of emoluments made by an
employer to a Tributor; the employer shall withhold 10% of the gross amount instead of 20%. The employer
shall account for and pay over to the Authority on or before the 1 April, 1 July, 1 October and 31 December,
respectively”.

342.  The Income Tax Act (Amendment) Act 2018 Ne.3 of 2018 requires a deduction of 10% rather than
20% as was required in the Income Tax (Amendment) Act 2017 Ne. 1 of 12. As such, the Authority
collected amounts totalling $192.467M as Tributors Tax during the year under review.

343.  In 2019, a sample of seventy-two Tributors Tax Returns filed by fifteen taxpayers was selected for
verification of the accuracy, completeness and validity of the transactions. Examination of these Returns
revealed the following:

a) Thirty-seven payments totalling $43.691M were made to the Authority; however, no
Returns were submitted. At the time of reporting in November 2020, evidence was seen
where the returns were filed. However, these returns were not examined for completeness
and accuracy by the Authority. In addition, the returns were not submitted for audit review.
As such the accuracy, completeness and validity of the transactions could not be verified.

Authority’s Response: The Head of the Authority indicated that from schedule submitted by the Auditor
thirty-five of the thirty-seven Tributor Tax Returns outstanding have been submitted and posted. Demands
were dispatched for the other two, however to date same has not been filed.

Recommendation: The Audit Office recommends that the Authority put measures in place to encourage
taxpayers to submit their returns and have them examined and presented for audit examination in a timely
manner. (2019/90)
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b) In addition, six taxpayers filed ten returns where over/under payments accumulating to
$0.284M were made. Similarly, for the year 2018, seven returns with underpayments
totalling $2.963M remained outstanding.

Authority’s Response: The Head of the Authority indicated that of the six taxpayers who made over/under
payments net amounts of $283,818, those taxpayers with underpayments, made payments of $175,000.
Follow-up actions are currently on-going.

Recommendation: The Audit Office recommends that the Authority continue its efforts to have all
outstanding Tributors liabilities paid to the Authority. (2019/91)

344.  In 2018, the Authority collected amounts totalling $246.468M as Tributors Tax. A sample of fifty-
two Tributors Tax returns was examined. It was observed that twelve payments totalling $23.583M were
made for which no returns were submitted. As a result, it could not be determined whether the correct
amount of taxes was deducted and paid over to the Authority. At the time of reporting in November 2020,
three returns were submitted and reviewed, resulting in five returns not presented with estimated taxes of
$9.936M.

Authority’s Response: The Head of the Authority indicated that of the eight returns, three returns with
taxes of $5.519M have since been examined and the remaining returns are currently being located for
review.

Recommendation: The Audit Office recommends that the Authority continue its efforts to have all
outstanding Tributors liabilities paid to the Authority and to have all submitted returns submitted for audit
review. (2019/92)

345.  During the year 2017, a sample of nineteen Tributors Tax returns were examined of which nine
returns had underpayments totalling $3.732M. At the time of reporting in November 2020, six returns with
underpayments totalling $2.961M remained outstanding. It must be noted that, tributors promised to send
adjusted returns. However, at the time of reporting the return were not submitted.

Authority’s Response: The Head of the Authority indicated that adjusted returns were provided to the
Auditor during 2018, indicating that the Seven Tributors returns have underpayments totalling $1.855M
and not $2.963M. Letters were issued to the seven Tributors to remit the outstanding taxes. Of this amount
a balance of $560,000 currently remains to be paid. Follow-up actions are on-going to secure payment.

Recommendation: The Audit Office recommends that the Authority continue its efforts to have all
outstanding Tributors liabilities paid to the Authority. (2019/93)

Premium Tax

346.  Amounts totalling $301.571M were estimated to be collected from Premium Tax during the year
2019. Premium Tax collected for the year 2019 amounted to $299.424M. This amount is equivalent to
$2.147M below the approved estimates. During the year thirteen taxpayers filed Premium Tax returns with
the Authority.

347. A sample of six taxpayers was selected to verify accuracy, completeness and validity of the
transactions. Examination of the records revealed that returns were not filed for five payments totalling
$5.032M. As a result, the collections could not have been substantiated.
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Authority’s Response: The Head of the Authority indicated that three returns totalling $2.420M are
available for examination. Demand letter was sent for one outstanding return in the sum of $1.959M. The
remaining return will be made available for review.

Recommendation: The Audit Office recommends that the Authority put measures in place to encourage
taxpayers to submit their returns and have them examined and presented for audit examination. (2019/94)

Corporation Tax

348.  The sum of $36.355 billion and $1.026 billion were estimated to be collected from Corporation
Tax, and interest and penalties respectively, from private and public sector companies for the year 2019.
However, amounts totalling $34.047 billion and $2.148 billion were collected. This is equivalent to a net
negative variance of $1.186 billion or 3.2% below the approved estimates.

Authority’s Response: The Head of the Authority indicated that the total Corporation Tax collected from
Private Sector for the period of January to December 2019 amounts to $34.05B or 32.6% of the total revenue
collected by Internal Revenue. This amount is equivalent to $1.03B or 2.9% below the approved budgeted
collection and $2.0B or 6.2% above the total collected during the period January to December 2018. The
negative variance below the budgeted collection resulted mainly from:

° Companies within the Qil and Gas Sector remitting smaller payments than expected with
respect to Corporation Income Tax as a result of substantial amounts being withheld and
paid over to the GRA as Withholding Taxes. As per the laws of Guyana, 10% of payments
to non- resident companies on account of any contract undertaken must be withheld and
remitted to the GRA. This amount of tax deducted is not a final tax but is creditable against
the Corporation Income Tax liability of the non-resident contractor.

. Decreases in taxes remitted by several companies from the LTD sector with respect to
current taxes due to a decrease in the advance tax payments and balance of taxes, audit
work will have to be done to examine the veracity of the claims of less taxable profits.

349.  According to the Authority’s TRIPS database, as at 31 December 2019, there were 6,731 registered
companies of which, 4,962 were identified as active. However, only 2,034 companies filed returns for the
year of assessment 2019 resulting in 2,928 companies not filing their returns as required by the Income Tax
Act and applied by the Corporation Tax Act. Similarly, in 2018 of 4,271 companies, which were deemed
active, 1,582 did not file their tax returns.

Authority’s Response: The Head of the Authority indicated that the department continues to issue demand
notices to the defaulting taxpayers. In addition, assessments in the absence of the returns submitted are
issued to defaulting companies and legal action is instituted against chronic non-filer. One case was sent
for legal action in 2019.

. Number of demands issued during 2018 - 1,817
. Number of demands issued during 2019 - 1,836
° Number of demands continued to be issued in 2020 - 522

The list provided does not represent an accurate number of active taxpayers required to file corporate
returns. Including in the list are Partnerships, Village Councils and other entities which are not legally
required to file. Work has commenced and are currently on-going to remove these entities not required to
file tax returns.
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Recommendation: The Audit Office recommends that the Authority pursue all possible avenues to have
delinquent companies comply with the requirements of the Corporation Tax Act with a view of maximising
revenue collections. Also, to continue its efforts to cleanse the database and present for audit examination.
(2019/95)

350.  The Authority continues to have difficulties in retrieving taxpayers’ personal files. During the 2018
audit request was made for a sample of 270 returns files in respect of companies making payments totalling
$24.551 billion. At the time of reporting in November 2020, the files were not presented for audit. Similarly,
in 2017, sixty files were requested of which forty-three were presented in September 2018. As such,
seventeen files with payments totalling $84.118M remain un-presented as at September 2020; however,
efforts are being made to present the files for audit examination.

351.  Examination of the forty-three 2017 files presented revealed a total of $566.030M and $214.017M
represented as overpayments to be refunded and overpayments to be used as tax set-off, respectively.

Authority’s Response: The Head of the Authority indicated that the sample of 270 returns files requested
included multiple payments made by several companies for the same year and does not represent 270 files
but rather 87 files in total. Further the state of the filing room does not allow for the timely fulfilling of
these requests. Measures have been put in place to remedy this situation such as scanning returns upon
receipt, corporate and self-employed returns being filed separately and all statue-barred years taken out of
taxpayers’ files. The scanned returns are available for review by the Auditor

Recommendation: The Audit Office recommends that the Authority continue its efforts to adequately
account for records and to enhance the condition of the filing room. (2019/96)

Property Tax

352.  Amounts totalling $4.353 billion were collected and paid into the Consolidated Fund as Property
Taxes from private and public sector companies for the year 2019. This amount is equivalent to negative
variance of $200.343M below the approved estimates.

Authority’s Response: The Head of the Authority indicated that total Property Tax collected for the period
of January to December 2019 amounts to $4.31B. This amount is equivalent to $60.2M or 1.4% above the
approved budgeted collections and $65.4M or 1.5% above the total Withholding Tax collected during the
period January to December 2018 (See breakdown in the table below).

G$000's

VARIANCE

Revenue Collection Area Actual '18 Budget '19 Actual '19

Over 2018 %  Over Budget %

NET PROPERTY TAX 4,377,071 4,251,440 4,311,656 (65,415) 60,216

- Individual 1,016,361 988,946 932,833 (83,528)] (8.2) (56,113)] (5.7)
- Companies Private 3,201,702 3,090,283 3,190,739 (10,963)] (0.3) 100,456 3.3
- Companies Public 159,008 172,211 188,084 29,076 | 18.3 15,872 9.2

Recommendation: The Audit Office recommends that the Authority engage the Ministry of Finance to
ensure that the classification and categorisation of tax types be reflected as the same on the two Statements.
In addition, to reconcile the approved estimates of the Authority and the Ministry of Finance Statement of
Receipts and Disbursements. (2019/97)
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353.  The Authority continues to have difficulties in retrieving taxpayers’ personal files. During the 2018
audit a request was made for a sample of six-two files in respect of taxpayers making payments totalling
$2.452 billion. At the time of reporting in November 2020, the files were not presented for audit; however,
efforts are being made to present the files for audit examination.

Authority’s Response: The Head of the Authority indicated that the state of the filing room does not allow
for the timely fulfilling of these requests. Measures have been put in place to remedy this situation such as
scanning returns upon receipt, corporate and self-employed returns being filed separately and all statue-
barred years taken out of taxpayers’ files. The scanned returns are available for review by the Auditor.

Recommendation: The Audit Office again recommends that the Authority continue its efforts to adequately
account for records and to enhance the condition of the filing room. (2019/98)

Professional Fees

354.  The Authority continued to experience difficulties in having practicing professionals comply with
Section 37, Chapter 81:01 of the Income Tax Act. Total revenue collected from Professional Fees for the
year amounted to $4.911M or 4.47% of the total revenue collected by Internal Revenue. This amount is
equivalent to $188,000 or 3.98% above the approved estimates, when compared to 2018 collections this tax
type is 4.28% above the collections during the same period. The Authority continues to reduce the budget
amounts; in 2019, it was reduced by $1.295M or 21.52% and in 2018 by $640,000 or 9.7% when compared
to prior years respectively.

Authority’s Response: The Head of the Authority indicated that this is indeed an issue faced by the
Authority. Continuous efforts will be put in place to help curb this situation by addressing same with the
responsible body of these professionals. This is however a work-in-progress since other alternative measure
are being put in place in an effort to capture these professionals. Some of these measures include using the
information obtained from responsible bodies, payment reports etc. in an effort to advise the professionals
of their obligations. Our new software will also assist in reducing these issues. Please note that these
measures require additional human resource which is not currently available.

The consistent dip in collections over the years may be attributable to less persons taking out and or
renewing their license and the contentious issue over the years engaging the attention of the court on the
payment of practicing fees for the professionals, lawyers in particular.

Recommendation: The Audit Office recommends that the Authority pursue all possible avenues to have
professionals comply with the requirements of the Income Tax Act with a view of maximising revenue
collections. (2019/99)

355.  In accordance with Section 37 of the Chapter 81:01, professionals practicing for a reward in any
year are required to be the holder of a Practice Certificate issued by the Commissioner-General in respect
of that year. The fee for the certificate is payable on or before the last day of February each year. At the
time of reporting in November 2020, 180 professionals paid for certificates after the stipulated date.
Similarly, in 2018, 170 professionals paid for certificates after the stipulated date.

Authority’s Response: The Head of the Authority indicated that the Professionals practicing for a reward
in any year are indeed required to be the holder of a Practice Certificate issued by the Commissioner-
General in respect of that year. However, not all Professionals apply for their certificate or pay the
prescribed taxes by February 28. Demand Letters are usually sent to Professionals who are registered by
the Debt Management Division. Most of the Professionals paid their Professional fees during the processing
of their Tax Practice Certificate.
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Recommendation: The Audit Office recommends that the Authority put measures in place to ensure that
professionals pay for their certificates on or before the stipulated date. (2019/100)

356.  As at 31 December 2019, there were 688 active registered professionals in the TRIPS database of
which only 252 professionals or 37% purchased the Professional Certificates. As a result, 436 or 66% of
the active professionals did not purchased Professional Certificates. Despite the constant decline in
professionals complying with Section 37 of the Tax Act, the Authority failed to conduct any field visits
during the year.

Authority’s Response: The Head of the Authority indicated that although some persons are register in our
database as Professionals, they may not be required to apply for the Tax Practice Certificate or pay the
Professional fees because such individual might be employed by the Government. The change in one’s
employment status contributes to the fluctuation in the application received and fees collected. Also, due to
human resource constraints no visits or streets surveys were completed by the Authority during the period.

Recommendation: The Audit Office again recommends that the Authority continue its efforts to have
professionals comply with the Income Tax Act. (2019/101)

357.  Requests were made for the lists of registered professionals from the various professional bodies.
However, at the time of reporting in November 2020, no list was submitted by the Professional bodies for
audit. Similarly, in 2018 no professional bodies submitted the list of professional. In 2017, only one
professional body (the Dental Council) was presented for audit.

Authority’s Response: The Head of the Authority indicated that although some persons are register in our
database as Professionals, they may not be required to apply for the Tax Practice Certificate or pay the
Professional fees because such individual might be employed by the Government. The change in one’s
employment status contributes to the fluctuation in the application received and fees collected. Also, due to
human resource constraints no visits or streets surveys were completed by the Authority during the period.

Recommendation: The Audit Office again recommends that the Authority continue its efforts to have non-
compliant professional bodies submit the outstanding list of registered professionals. (2019/102)

358. A sample of fifty-three professional certificate applications was requested for audit review;
however, at the time of reporting these applications were not presented. Similarly, in 2018 and 2017, the
seventy professional certificate applications requested were not presented. In 2018, the system generated
certificates were examined; however, they did not provide adequate information for the audit review. In
these circumstances, the scope of the audit was restricted and the completeness and accuracy of the amounts
reflected as professional fees could not be ascertained.

Authority’s Response: The Head of the Authority indicated that upon completion of an application, the
transaction or temporary jacket is sent to the Filing Room to be placed in the taxpayers’ main file. Please
note that files were requested from the Filing Room but were not located in time to provide for audit. Please
note to prevent this recurring, we have also put a system in place to scan those documents so that they can
be accessible. Continuous efforts will be made to ensure the responsible bodies submit the list of the
respective Professionals to the Authority. Additionally, alternative measures will be used to reduce these
irregularities.

Recommendation: The Audit Office again recommends that the Authority put systems in place to ensure
that these jackets are located and produced for audit in a timely manner. (2019/103)
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359. A Conservatory Order instituted in October 2003 restraining the Guyana Revenue Authority from
assessing and collecting increased fees from all Professionals was still in effect and the matter had not been
finalised. Because of this Order, the Authority was barred from collecting an additional sum of $77.329M
in Professional Fees for 2019. Similarly, in 2018, the Authority was barred from collecting an additional
sum of $55.290M. At the time of reporting in November 2020, the matter was still engaging the attention
of the Court.

Authority’s Response: The Head of the Authority indicated that the Guyana Revenue Authority is indeed
restrained from collecting the higher fees by virtue of the Conservatory Order issued in October 2003.

Recommendation: The Audit Office recommends that the Authority pursue this matter to bring closure and
to implement a new regime structure for the payment of Professional Fees to avoid the continuation of the
non-payment of the increased fees. (2019/104)

Tax on International Travel — Travel Tax & Travel Voucher Tax

360.  Total Travel Tax collected for the year 2019 amounted to $1.234 billion or 1.2% of the total revenue
collected by Internal Revenue. This amount is equivalent to $73.080M above the approved estimate and
$81.032M above the collections during the period January to December 2018. Total Travel Voucher Tax
collected for the year 2019 amounted to $1.592 billion or 1.5% of the total revenue collected by Internal
Revenue. This amount is equivalent to $83.478M above the approved estimate and $143.291M above the
collections during the period January to December 2018.

361.  Amendment to Section 56(2) of the Tax Act, Cap. 80:01 states: “Every traveller in respect of each
occasion on which he leaves Guyana shall pay a travel tax of three thousand five hundred dollars in
pursuance of section 56(2).” This Act took effect on 1 February 2017.

362. Inaddition, Tax (Amendment) Act Ne.9 of 2017, came into operation on 1 February 2017. Section
(2A) (a) states that “The Commissioner may appoint such number of collection agents as he deems
necessary for the purpose of collecting and remitting travel tax. Section (2A) (b) Travel Tax may be paid
to the Commissioner or to the agent of the Commissioner in accordance with Section 10 (1) of the Travel
Voucher Tax Act.” As such, Travel Tax is now included the passenger’s tickets by the airlines and is
remitted to the Authority within the time highlighted in the Travel VVoucher Tax Act.

363.  Examination of the records pertaining to Tax on International Travel revealed the following:

a) The Travel Voucher Tax Act requires airlines to furnish the Commissioner-General with a
Return disclosing pertinent details such as, the number of tickets sold, the cost of each
ticket, the period to which the return relates, the name of the carrier, etc., no later than
twenty-two days following the end of the period to which the return relates. Five of the
seven operational airlines failed to submit the Travel Voucher and Travel Tax declarations
for various periods in 2019. As a result, it could not be determined whether the correct
amount of taxes was deducted and paid over to the Authority, this is a breach of the Travel
Voucher Tax Act. The table below provides details of the outstanding declarations.
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None Declaration Periods
Airlines Travel Voucher
Travel Tax
Tax
Airline 1 18 18
Airline 2 2 0
Airline 3 1 1
Airline 4 9 9
Airline 5 3 3

364.  Arequest was made 30 March 2020 for ‘all returns filed by all operational airlines’ and a schedule
with the returns and the receipts were presented for audit review on 14 April 2020. It must be noted that at
the time of reporting in November 2020, the returns for the periods mentioned above were not presented
contrary to the response provided by the Authority.

Authority’s Response: The Head of the Authority indicated that our records indicate that the five
operational airlines identified did submit returns within the statutory due date. Soft copies of the returns are
available for examination.

Recommendation: The Audit Office recommends that the Authority provide all documentations requested
in a timely manner to facilitate audit reviews since none submission affects the completeness of audit
examination. (2019/105)

b) The Travel Voucher Tax (Amendment) Act Ne.10 of 2017 came into operation on 16
January 2017. The Act states, “No carrier or charterer shall operate an aircraft in Guyana
unless a bond to ensure payment of travel voucher tax is given in a sum determined by the
Commissioner-General”. Seven airlines operated flights originating from Guyana during
the year under review of which only two airlines complied with the requirement as having
bonds in place. Similarly; in 2018, seven airlines operated flights originating from Guyana
and only two airlines complied with to the requirement of the Travel Voucher Tax
(Amendment) Act 2017. Additionally, one of the airlines that complied with this
requirement did not submit the bond to the Authority but a letter of confirmation from the
Commercial Bank was submitted.

Authority’s Response: The Head of the Authority indicated that eight airlines operated flights originating
from Guyana during the year under review and are therefore required to remit Travel Voucher Tax and
Travel Tax. Only two airlines conformed to the requirement of the Travel Voucher Tax (Amendment Act)
2017, since these airlines came into operation after the amendment was enacted. The requirement to submit
a bond for airlines owned by CARICOM countries was waived.

Recommendation: The Audit Office recommends that the Authority make every effort to have the other
airlines conform with the Travel Voucher Tax (Amendment) Act 2017. (2019/106)

C) The Travel Voucher Tax (Amendment) Act 2017 emphasises that carrier or charterer who
fail to remit Travel Voucher Tax when it becomes due and payable commits an offence
and shall be liable to a fine under Section 10 (2A) (a) and the forfeiture of the bond executed
under paragraph (e). Examination of the Travel Voucher and Travel Tax Declarations
submitted and payments made revealed that penalties and interest totalling $103.191M
were not collected from three airlines who failed to comply with the Travel Voucher Tax
Act. In addition, only one of the airlines has a bond in effect at the time of reporting in
November 2020.
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Authority’s Response: The Head of the Authority indicated that for the first-mentioned airline a request for
waiver was submitted and is currently being reviewed. The second-mentioned airline was granted full
waiver of penalty charges; however, the interest charges have been paid on 28 February 2020. The third-
mentioned Airline was granted partial waiver of the penalty and interest charges; the remaining amount
was paid on 5 May 2020.

Recommendation: The Audit Office recommends that the Authority enforce the requirements of the Travel
Voucher Tax (Amendment) Act 2017 which would encourage airlines to conform to the applicable
Regulation. (2019/107)

365.  Examination of the 2018 records pertaining to Tax on International Travel - Travel Tax & Travel
Voucher Tax revealed the following:

a) Four airlines failed to submit the Travel Tax on the required deadlines and the Authority
failed to collect $11.117M in penalties and interest.

b) In addition, two airlines failed to submit the Travel VVoucher Tax on the required deadlines
and the Authority failed to collect $20.645M in penalties and interest. To note, one of these
airlines do not have a bond in effect as highlighted in the Travel Voucher Tax
(Amendment) Act Ne. 10 of 2017.

366. At the time of reporting in November 2020, one of the airlines was granted a 75% waiver. This
airline made a payment of $1.109M to the Authority. The other airline applied for a waiver and it was not
granted, this airline made payments totalling $24.175M in December 2019 and February 2020. The other
two airlines made payments totalling $147,000.

Authority’s Response: The Head of the Authority indicated that the first airline mentioned in the schedule
provided by the Auditor, incurred a penalty and Interest of $4,688,866 and $341,539 respectively. Partial
waiver of the penalty and interest imposed was granted and the difference paid via receipt Ne.
CLIQHO\2019\C58099. The second mentioned airline made payment via receipt Ne.
CLIQHO\2018\C257307. With regards to the third airline mentioned in the schedule, the request for waiver
of Interest and penalties computed were not granted and as such, the payments were made via receipt Ne.
CLIQHO\2020\C44996.

Recommendation: The Audit Office recommends that the Authority make every effort to have airlines
comply by submitting returns and making payments within the stipulated time as highlighted in the Travel
Voucher Tax Act. In addition, to insist that airlines established bonds as stipulated in the Travel Voucher
Tax (Amendment) Act 2017. (2019/108)

367.  An airline which began operations in December 2014 was not submitting Travel Voucher Tax
returns in the required format. At the time of the audit, this airline is now in compliance hence, Travel
Voucher Tax, penalties and interest totalling $44.259M is outstanding for the years 2014-2016. An
agreement was signed in October 2016 and the amount was to be settled in twelve monthly installments of
$3.688M. However, at the time of reporting in November 2020, the amount remained outstanding.

Authority’s Response: The Head of the Authority indicated that the airline with outstanding penalty and
interest is currently in liquidation and a claim for payment was filed on 6 June 2017 with the liquidator.

Recommendation: The Audit Office recommends that the Authority continue its efforts to collect all
outstanding taxes due to the Authority. (2019/109)
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368.  The Travel Voucher Tax (Amendment) Act 2017 emphasises that any carrier or charterer who fail
to remit Travel Voucher Tax when it becomes due and payable commits an offence and shall be liable to a
fine under Section 10(2A). Failure to comply with this requirement will result in a 15% penalty on the
unpaid gross amount in addition to interest charges for every day late. At the time of reporting in November
2020, amounts totalling $948,408, $1.800M and $2.896M representing penalties and interest in respect of
the years 2014, 2012 and 2011 respectively, remained outstanding.

Authority’s Response: The Head of the Authority indicated that the following are an updated position as it
relates to the observations:

. The airline with outstanding penalty for 2014 is in liquidation and a claim for payment was
filed with the liquidator on 6 June 2017.

. For the year 2012 penalties amounting to $1.8M is due by an airline that ceased operations
and the penalty may not be recovered.

° For the year 2011, penalties of $2.896M is outstanding by one airline. The airline has filed
for bankruptcy in Barbados. The GRA has filed a claim in Barbados for payment.

369.  An airline, which had its inaugural flight on the 6 July 2013, and ceased all operations on 6 June
2015, had not remitted Travel Voucher Tax for the entire period of its operations. It was explained that
Management is actively pursuing the liability. However, at the time of reporting in November 2020 no
payments have been made.

Authority’s Response: The Head of the Authority indicated that this airline ceased operations in June 2015;
however, the management of the Guyana Revenue Authority is actively pursuing the liability. No payments
have been made to date.

Recommendation: The Audit Office recommends that the Authority continue its efforts to collect all
outstanding taxes due to the Authority. In addition, the Authority should put systems in place to avoid
recurrence of same. (2019/110)

Objections and Appeals

370.  Management has still not taken appropriate measures to monitor the status of all default matters
and to ensure that cases pending are finalised in a timely manner. An examination of the Objections and
Appeals Registers presented for the year 2019 revealed that 983 cases were received by the Authority. At
the time of reporting in November 2020, Management was still to finalise 1,042 of the cases, which resulted
in the inability to collect potential taxes and penalties amounting to $11.231 billion and $10.468 billion,
respectively. Similarly, for years 2008 to 2018, Management is still to finalise 1,403 cases where taxes and
penalties in dispute amounted to $8.577 billion and $215.240M, respectively. The table below summarises
the amounts in dispute.
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No. of Cases N_g. 01_‘ Cases to be ques in Penglties in
Year Received finalised as at 31 Dispute Dispute
July 2020 $°000 $°000
2008 1,388 18 6,089 91
2009 762 9 6,290 197
2010 962 15 2,816,911 1,961
2011 809 32 53,271 704
2012 327 21 54,420 326
2013 345 6 4,871 203
2014 408 12 130,049 1,555
2015 682 38 182,169 7,858
2016 1,028 34 345,114 40,427
2017 1,010 164 1,077,390 102,658
2018 2,019 1,054 3,900,918 59,260
Sub-Total 9,740 1,403 8,577,492 215,240
2019 1,088 1,042 11,231,043 10,467,868
Total 10,828 2,445 19,808,535 10,683,108

Authority’s Response: The Head of the Authority indicated that the Objections & Appeals Section
continues to work assiduously to finalise objection cases on hand in a timely manner.

Recommendation: The Audit Office recommends that the Authority continue its efforts to have all
outstanding cases finalised as soon as possible. (2019/111)

Trade and Miscellaneous Licences

371. It was estimated that $31.172M in Licences - Trading will be collected. However only $25.535M
were collected and paid into the Consolidated Fund. As such, the Authority recorded a negative variance
of $2.082M or 6.68% below the approved estimates and $6.084M or 13.92% below the collections during
the period January to December 2018.

372.  In addition, total revenue collected from Licence - Miscellaneous for the year 2019 amounted to
$37.142M or 0.04% of the total revenue collected by Internal Revenue. This amount is equivalent to
$9.023M above the approved estimates.

Authority’s Response: The Head of the Authority indicated that the negative variance below the approved
budgeted collections resulted from the overestimation of the expected collections.

373.  As at 31 December 2019, there were 7,500 registrants for Trade and Miscellaneous Licences.
However, only 4,992 renewed their licences resulting in 2,508 defaulters. As a result, the Authority did not
collect licences fees estimated in the sum of $48.536M. Similarly, in 2018, there were 3,486 defaulters
resulting in lost estimated revenue of $65.431M.

Authority’s Response: The Head of the Authority indicated that the registrants for Trade and Miscellaneous
were approximately 6,800 of which fees were collected for $4,727 resulting in defaulters of 2,087. The
estimated licence fee for the alleged 2,087 defaulters was approximately $17.2M. In 2018, there 6,970
Registrants for Trade and Miscellaneous Licences, 308 were for Hucksters and 6,662 for Other Trade and
Miscellaneous Licences of which licence fees were collected for 5,073 resulting in 1,589 defaulters. The
estimated licence fees for the alleged 1,589 Trade and Miscellaneous defaulters are $10.278M and not
$65.431M as was stated.

Recommendation: The Audit Office recommends that the Authority make every effort to have the
information reviewed and adjusted before submitting for audit review. In addition, efforts should be made
to have a standardised report for Trade and Miscellaneous Licence - Registrants. (2019/112)
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374.  Gazetted on 25 July 2018, Bill Ne. 11 of 2018 — The Tax (Amendment) Act 2018 made provision
for the issuance of provisional licenses for some businesses for a period of not more than two years and for
a fee of 50% of the respective annual licence fee where it can be shown that application for a licence is in
process and all efforts are being made to satisfy the requirement thereof. However, at the time of reporting
in November 2020, the Authority failed to issue any provisional licenses. Similarly, in 2018, no provisional
licenses were issued. As such, the Authority continues to lose revenue from this tax category.

Authority’s Response: The Head of the Authority indicated that Provisional licences can only be issued
when businesses respond to the registration drive, or LEID Officers carry out enforcement exercises. In
many cases persons opt to take out the full licence by carrying out the necessary changes rather than opting
for provisional licences. The GRA will continue to advise the erring businesses to allow them to rectify
their status.

Recommendation: The Audit Office recommends that the Authority put systems in place to encourage none
compliant businesses to regularise its operation by purchasing the provisional licenses. In addition, the
Authority should continue in its efforts of making available to traders the provisional licences with the view
of maximising revenue collections. (2019/113)

Legal Confirmations

375. A request was made on the 20 April 2017 to have all legal counsels contracted by the Guyana
Revenue Authority submit confirmations in respect of all judgments, litigations and claims involving the
Authority for the period 1 January to 31 December 2017. At the time of reporting in November 2020, these
were not presented. Similarly, in 2016 no confirmations were received by the Audit Office of Guyana.

376. At the time of reporting in November 2020, a list of legal counsels contracted by the Authority was
presented for 2019. No payments were made for 2019 since there are seven on-going matters before the
Courts. In 2018, the Authority incurred expenses totalling $53.469M for twelve cases.

Authority’s Response: The Head of the Authority indicated that the cases referred to in 2018 relate cases
before the CCJ for $3.4B, and one before the High Court for $29B, where it was felt that inside Counsel
did not have the requisite expertise. The inside counsel expertise has been constantly developed, hence
Legal Counsel contracted by the Authority in 2019 was paid the sum of five hundred and twenty thousand
dollars ($520,000), and this related to a traffic accident between a GRA vehicle which led to a civilian
death.

Revenue Accounting and Control

Bank Reconciliation

377. One Commercial Bank provided bank confirmation statements reflecting closing balance of
$8.715M, $31.373M and $31.380M for the years ended 31 December 2017, 2018 and 2019 respectively.
However, the Authority could not provide information as to the purpose of this Account. In addition, Bank
Reconciliation Statements were not prepared and presented for audit.

Authority’s Response: The Head of the Authority indicated that the Authority reconciles all Bank Accounts
it holds at commercial banks. The account in question was not opened or is being operated by the Authority.
Examination of deposit slips being processed through this account will reveal that the deposits are being
made on official Bank of Guyana issued stationery for the Authority’s main revenue accounts. The
existence of this account is unbeknownst to the Authority and it is assumed that this serves as a vehicle for
the acceptance of deposits for Bank of Guyana as is common with Republic Bank and Guyana Bank for
Trade & Industry in the outlying areas. The Authority has engaged the Commercial Bank to rectify this
Situation.
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378.  During the year under review, the Authority maintained ten Bank Accounts, five with Bank of
Guyana and five with four Commercial Banks on behalf of the Internal Revenue, Customs and Trade
Administration and Value Added Tax.

379.  Bank confirmation for one Commercial Bank was not presented for the year 2019. Similarly, in
2018, this Commercial Bank did not provide Bank confirmation as requested as at 31 December 2018. It
must be noted; this account was opened to facilitate electronic payments.

Authority’s Response: The Head of the Authority indicated that the Commercial Bank was notified in
writing by the Authority for the request of confirmation of accounts, these notifications were acknowledged
by affixing date received and signature upon receipt.

Recommendation: The Audit Office recommends that the Authority follow-up with the Commercial Bank
to ensure that confirmation is forwarded to the Audit Office. (2019/114)

380. Inaddition, this Bank Account is no longer used for the purposes intended. This account is presently
used as a Deposit Account in one of the Regions. It had a closing balance of $2.101M after a withdrawal
of $25.333M was made on 31 December 2019. In addition, on a daily basis large sums of revenue were
deposited to this account. However, withdrawals were done in an adhoc manner and not on a regular basis.
During 2019, twenty-six withdrawals totalling $188.571M were made. As such, it was not possible to
determine the reasons for the delay in transferring the revenue to the Consolidated Fund.

Authority’s Response: The Head of the Authority indicated that the large deposits into this account relates
to the revenue collected at the Morawhanna location in Region Ne. 1. This revenue is deposited into the
account on a forth night basis, whiles the transfers to the Official Revenue Account are done after the
manual receipts are entered into TRIPS and the verification of the Collector’s Cash Book Statement (CCBS)
is completed. Early 2020 the GRA’s Mabaruma location started entering transactions for both Morawhanna
and Mabaruma locations into TRIPS, ASYCUDA and LRPS which resulted in a real time reporting of
revenue collected.

Recommendation: The Audit Office recommends that the Authority monitor this account more regularly
and make the necessary deposits to the Consolidated Fund in a timely manner. (2019/115)

381.  Audit examination of the June, July and August 2019 bank reconciliation statements for account
Ne. 3194 held at bank of Guyana revealed that, amounts totalling $13.120M were recorded as ‘Deposit not
on Bank Statement’ for June and July 2019. However, the amount was not recorded on the bank
reconciliation statement for August 2019, audit examination of the bank statement for August revealed that
the deposits were not recorded therein. In the circumstance, the completeness and accuracy of the balances
reported in the reconciliation statement could not be determined.

Authority’s Response: The Head of the Authority indicated that this amount represents reconciling item
resulting from recording errors in the Cash Book. These errors would have been corrected, resulting in
removal from Bank Reconciliation Statements. The related records are available for examination by Audit
Office personnel.

Recommendation: The Audit Office recommends that the Authority ensure that all necessary adjustments
to the Cash Book and the Bank Reconciliations are done in a timely manner. (2019/116)
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382. The ESCROW Account that is used as a holder of potential revenue due to seizure matters continues
to increase in its closing balances. As at 31 December for the years 2016, 2017 and 2018 the closing bank
balances were $331.918M, $514.873M and $1.165 billion, respectively. During the year 2018, the
Authority closed 257 seizure files with estimated revenue collections of $332.881M. As such, it can be
concluded that revenue deposited to this account is not being transferred to the Consolidated Fund on a
regular basis or in a timely manner. As at September 2020 the closing bank balance for this account was
$16.222M. At the time of reporting in November 2020, efforts are being made to transfer the revenue on a
regular basis.

Authority’s Response: The Head of the Authority indicated that a comprehensive review of the deposits
made to this account was undertaken and several transfers in July 2019 totalling $1.39 billion were made
to the Consolidated Fund.

Recommendation: The Audit Office recommends that the Authority continue to monitor this account and
make the necessary deposits to the Consolidated Fund in a timely manner. (2019/117)

383.  Audit review of the Authority’s Bank Reconciliation Statement and other related records for one
of the Commercial Bank Account under Line Items - Deposit not on Bank Statement valued $3.864M could
not be verified. Management stated that this amount represents a deposit made to the Guyana Police Force’s
Account instead of the Authority’s Account in error. At the time of reporting in November 2020, this matter
has not been resolved.

Authority’s Response: The Head of the Authority indicated that the Commercial Bank responsible for
processing deposits for the Authority was written to have deposits regularised and transferred to the
Authority’s account. We have been advised that the account to which these deposits were processed is
dormant and requires action from a Government Ministry. The Authority has engaged the Ministry to
resolve this issue.

Recommendation: The Audit Office recommends that the Authority take action to bring closure to this
matter as soon as possible. (2019/118)

Dishonoured Cheques

384.  Examination of the Dishonoured Cheques Register revealed that 228 cheques valued $329.071M
were dishonoured during the year 2019, of which ninety-four cheques valued at $104.895M were referred
to the drawer. Seven cheques for the years 2011, 2013, 2015 and 2017 valued at $3.665M remained
dishonoured.

Authority’s Response: The Head of the Authority indicated that efforts are on-going to have outstanding
cheques cleared.

Recommendation: The Audit Office recommends that the Authority follow-up with the Police to recover all
outstanding moneys due to the Authority and bring closure to this matter. (2019/119)

Other Matters

385. The Guyana Revenue Authority computerised part of its operations in April 1996 with the
introduction of the Automated System for Customs Data (ASYCUDA). The new system was designed to
administrate the customs process and covered most foreign trade procedures. It processed manifests,
customs declarations, and other forms while ensuring tariffs on imports and exports were assessed
according to Governing Regulations. It was later upgraded in January 2003 to Version 2.7.
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386. TRIPS, a fully integrated modular system to manage Government revenues, was designed and
produced by Crown Agents, a private limited company incorporated and registered in England. It was
introduced with the aim of boosting efficiency in the assessment, collection and accounting for revenue. It
comprises two core applications - Taxes and Customs, which share information with each other and each
application encompasses a total of thirteen modules. However, the functioning of the system was limited
and needed improvement and this led to the implementation of the Total Revenue Integrated Processing
System (TRIPS) on 1 January 2007.

387.  TRIPS did not deliver the Manifest Module and some of the major regimes required to capture all
imports of Customs. In addition, the discussions of implementing a National Single Windows also required
a software that was compatible and ASYCUDA World was recommended since it was already tested and
used by most of the Caribbean Countries.

388. In 2018, the Authority terminated the TRIPS Il contract with Crown Agents due to
underperformance by the vendor. Immediately thereafter, the Authority engaged UNCTAD for the
implementation of ASYCUDA. ASYCUDA World is comprised of two core modules; e-Manifest and e-
SAD. The regimes and functions are outlined in the following table as a replacement of TRIPS Taxes and
Custom.

Ne, | Name of Module Purpose

1 E-Manifest: Automate all manual submission of Ships Manifest by Agents.
Electronic Submission of manifest
Validation of Date and Arrival of Vessels
Updating last discharge date and time
Confirming/Not Confirming Outturn Report
Requests for Amendments

Approval of Amendments

2 Exemptions: Process all applications for tax exemptions electronically.
Electronic Submission of Applications for Query applications electronically for additional information and
exemptions or clarification.

Review and Approval Provide hard or soft copies of CG Tax Exemption Letters.

3 E-SAD
Electronic Submission of Declaration/Self- Automate all manual submission of customs declarations.
Assessment Simplify processing time of all declarations.

Cashiering Reduce processing time significantly.

Documentary Checks, Valuation, Classification, | Collection and Accounting for all payments electronically.
Goods Inspection, Enforcement and Post Automated Check Points in AW.

Clearance. Generation of the Release Order and Acknowledgement of
Releasing and Exiting of Goods Goods when exited.

NB: All Regimes Implemented with the
exception of:

IM8 — Transhipment between Ports

T1/C25 — Automate documentary procedures for
Movements of Goods from one Wharf to another
Wharf or Transit shed.

IM9 — Automate the Spirits Warehouses
Outstanding Location — Lethem
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Ne. | Name of Module Purpose

4 Risk Profiling: Establishment of a Risk Management Unit
Creation of Selectivity Rules

Profile declarations as follows:

YELLOW — Documentary checks (Valuation and
classification)

RED — Goods examination

GREEN - Immediate Release of goods

BLUE — Post Clearance Audits

Monitoring and Review of Selectivity Rules
Update and Modifications of Selectivity Rules

389.  In addition, in 2018, the Authority terminated the TRIPS Il contract with Crown Agents due to
underperformance by the vendor. Subsequently, the Authority engaged Data Torque out of New Zealand
for the implementation of a tax administration software called Optimal Revenue Management System
(RMS). RMS aims to automate the full lifecycle of tax administration including analytics and risk
management and will be delivered in three phases:

o Core functional modules and e-Services
° Additional workflows and online functionality
° Advance compliance, business intelligence and risk management

390. The project is expected to conclude in 2021 with first phase due to go live in February 2021.The
first phase will result in the complete replacement of TRIPS taxes and will provide the following modules:

1) Taxpayer and tax type registrations

2) Returns processing

3) Payments processing

4) Compliance monitoring, reporting and management

5) Monitoring for filers, stop-filers and non-filers

6) Case workflows for:
a. Vetting and approval of TIN and tax type registrations
b. Management of correspondence and enquiries
C. Assessments

7) Taxpayer accounting

8) Revenue accounting

9) Role based security

10) eServices - Online filing for INC, PAYE, VAT, Property Tax individuals, Property Tax
Company

11) Document management

12) Taxpayer services — Part 1

13) Tax Type Rollout (CIT, IIT, VAT, PAYE, Excise, Premium, Travel Vouchers and Travel
Tax, Withholding Tax, Professional Fees, Tributors, Capital Gains Tax, Property Tax
Individuals, Property Tax Company).
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Regional Integrated Tax Offices

Corriverton Integrated Tax Office

391.  The total number of vehicles temporarily entering for the periods October to December 2016 and
January to February 2017 and whether they returned on expiration of the approved period, could not have
been determined since the related register was not presented for audit with the explanation that the register
was handed over to the Guyana Police Force to facilitate an on-going investigation. In a follow-up in August
2019, the register was still with the Guyana Police Force.

Authority’s Response: The Head of the Authority indicated that the register in question covers the period
October 2016 to February 2017 and was handed over to the Guyana Police Force. This investigation has
not been completed by the police to date. As such, this register remains in their possession.

Recommendation: The Audit Office recommends that the Authority put systems in place to have the records
retrieved from the Police to have this matter resolved. (2019/120)

Revenue

392.  The recording and accounting procedures for Internal Revenue, Licence Revenue Office and Value
Added Tax needs to be amended to properly account for revenue in a systematic way. Revenue collected
for TIN Certificates are incorporated and recorded with Value Added Tax on the Daily Reports but is
incorporated and banked under the Internal Revenue. On the other hand, a Taxpayer who has recently
renewed their Road Licence and is transferring the Motor Vehicle to another Taxpayer receives a rebate.
However, it is difficult to ascertain those transactions from the reports prepared by the Authority.

Authority’s Response: The Head of the Authority indicated that the issue of revenues from TIN and
Compliance certificates being classified as VAT revenue is a result of a work around in TRIPS Suspense
Account to allow for these transactions to be recorded and collected in TRIPS. As would have been stated
in the past, the GRA is unable to modify TRIPS to include additional tax types or revenue streams.
However, the introduction of Optimal RMS will address this problem and resolve the revenue classification
problem. It has to be pointed out that there are reports that assist in the classification of suspense payments
according to requisite revenue stream. The deduction from revenue when motor vehicles are transferred on
the basis of the existence of a valid Motor Vehicle Licence conforms with good accounting practices and
ensures that taxpayers are not disadvantaged.

Recommendation: The Audit Office recommends that the Authority make every effort to properly account
for revenue in a systematic way. (2019/121)
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AGENCY 04
MINISTRY OF FOREIGN AFFAIRS

Current Year Matters

Current Expenditure

Unspent Balances

393.  The Ministry continued to breach Section 43 of the Fiscal Management and Accountability Act
2003, which requires all unexpended balance of public moneys out of the Consolidated Fund to be returned
to the Consolidated Fund at the end of each fiscal year. Furthermore, unspent balances from the 2019
allocations totalling $54.759M for twenty Embassies/Missions were paid over to the Consolidated Fund
during the period January to March 2020. As a result, the Appropriation Account of the Ministry of Foreign
Affairs, Programme 2 - Foreign Policy Promotion, was overstated by the said sum of $54.759M. Similarly,
balances from the 2018 allocations amounting to $112.482M were paid over to the Consolidated Fund

during the period January to April

20109.

394.  The following table provides a summary of the 2019 balances paid over in 2020.
. Refunds
List of Missions ggﬁﬁ: J CFL?rrrilr?:y Current Capital Total
G$ G$ G$

CG New York 2020/01/23 US$2,555.30 526,817 5,963 532,780
Guyana Embassy, Kuwait 2020/01/23 US$5,062.26 1,055,482 0 1,055,482
Guyana Embassy, Paramaribo 2020/01/27 US$7,730.12 1,595,631 16,098 1,611,729
Guyana Embassy, Brussels 2020/01/28 US$13,233.05 2,759,091 0 2,759,091
Guyana Consulate, Nickerie 2020/01/28 US$3,030.92 631,947 0 631,947
Guyana Consulate, Barbados 2020/01/28 US$7,913.17 1,649,896 1,649,896
Guyana High Commission, London 2020/01/29 £5,795.47 1,541,447 0 1,541,447
Guyana Honorary Consulate, Boa Vista 2020/01/30 US$7,957.55 1,659,150 0 1,659,150
Guyana Embassy, Beijing 2020/02/03 US$10,387.03 2,165,695 0 2,165,695
Guyana Consulate, Toronto 2020/02/04 CAD$8,684.73 1,366,227 2,054 1,368,281
Guyana Embassy, Washington 2020/02/10 US$6,315.43 1,316,768 0 1,316,768
Guyana High Commission, Ottawa 2020/02/10 | CAD$51,168.45 8,007,709 44,731 8,052,440
Guyana Permanent Rep, New York 2020/02/11 US$21,327.64 4,446,813 0 4,446,813
Guyana High Commission, T&Tobago 2020/02/17 US$42,656.75 8,864,872 29,061 8,893,933
Guyana Embassy, Brazil 2020/02/17 US$21,089.32 4,380,024 17,100 4,397,124
Guyana Embassy, Geneva, Switzerland 2019/02/21 US$219.11 0 45,684 45,684
Guyana High Commission, India 2020/02/27 US$153.67 29,537 2,504 32,041
Guyana High Commission, South Africa 2020/03/04 US$22,926.13 3,842,980 937,119 4,780,099
Guyana Embassy, Havana 2020/03/20 | CAD$34,742.42 5,410,879 58,026 5,468,905
Guyana Embassy, Caracas 2020/03/26 US$11,268.07 2,349,393 0 2,349,393
Total 53,600,358 1,158,340 | 54,758,698

Ministry’s Response: The Head of Budget Agency stated that there was a significant reduction of unspent
balances for 2019 when compared to 2018. This was as a result of the constant review of the Missions’
work programme in keeping with their cash flow requests, budget allocations, remittance and expenditure.
The Head of Budget also explained that funds were remitted in September 2019, to cover expenditure for
the period October to December 2019. However, contracts for six Heads of Missions were subsequently
terminated and this had a direct effect on expenditures relating to rental, utilities and other operational costs.
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Recommendation: The Audit Office recommends that the Head of Budget Agency continue to take steps to
ensure that the Embassies/Missions comply with Section 43 of the Fiscal Management and Accountability
Act 2003. (2019/122)

Employment Costs

395.  Approximately forty-one percent of the Ministry’s wages and salaries were paid to employees who
were hired on a contractual basis. A summary is shown in the table below:

Line _ Total Paid Percentage
Item Description $°000 (Expended)
6111 Administrative 219,365 14
6112 Senior Technical 48,647 3
6113 Other Technical and Craft Skilled 298,714 19
6114 Clerical and Office Support 196,049 12
6115 Semi-Skilled Operatives and Unskilled 159,719 10
6116 Contracted Employees 662,027 41
6117 Temporary Employees 19,961 1
Total 1,604,482 100

396.  Further, fifty-three (approximately fourteen percent) of the total employees (367) as of December
2019, were on contract. A summary is shown in the table below:

Line s Actual as per Percentage
ltem Description December of (Staff)
Payroll
6111 Administrative 102 28
6112 Senior Technical 4 1
6113 Other Technical and Craft Skilled 39 11
6114 Clerical and Office Support 79 22
6115 Semi-Skilled Operatives and Unskilled 75 20
6116 Contracted Employees 53 14
6117 Temporary Employees 15 4
Total 367 100

Ministry’s Response: The Head of Budget Agency stated that the expenditure caters for the payment of
wages and salaries and other benefits to Legal Officers of special contracts relating to border matters,
Advisors, Directors, Administrative Staff, Heads of Missions and other Senior Officers of the Ministry.

397. The table below shows the staffing summary at the time of preparation of the 2019 National
Estimates compared with actual staffing according to the December payroll.

National Actual as per

:j[::ﬁ Description Estimates December Difference
2019 Payroll
6111 | Administrative 95 102 7
6112 | Senior Technical 6 4 2
6113 | Other Technical and Craft Skilled 50 39 (11)
6114 | Clerical and Office Support 75 79 4
6115 | Semi-Skilled Operatives and Unskilled 80 75 (5)
6116 | Contracted Employees 57 53 4)
6117 | Temporary Employees 18 15 (3)
Total 381 367 (14)
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Ministry’s Response: The Head of Budget Agency stated that the Budget for 2019 was presented in
December 2018. As such, the staffing details were submitted using October 2018 payroll.

398. Included in the fifty-three employees hired on contract were nine employees who were below the
age of forty-five and should have been on the Permanent Establishment. A summary according to age strata
is provided in the table below:

Age Ne. of
Employees
Below 45 9
45-55 9
Over 55 35
Total 53

Ministry’s Response: The Head of Budget Agency stated that the nine Officers below the age of forty-five
years were Legal Officers. These Officers were on special contracts, and were working on sovereignty
matters. The Head of Budget Agency added that whilst the nine Officers within the age range of forty-five
to fifty-five years did not qualify for the Pensionable Establishment; the thirty-five Officers above the age
of fifty-five years included the Director General, two Advisors to the Minister, Director, Senior Foreign
Service Officer, Principal Foreign Service Officer, Chief of Protocol, Librarian, Cleaner, Gardener, Office
Assistant and Heads of Missions.

399.  According to the December payroll, the salary ranges of employees on contract were as follows:

Salary Range No. of Amount
yRang Employees $°000
Below $100,000 10 741
$100,001 - $250,000 11 1,739
$250,001 - $400,000 22 6,545
Above $400,000 10 7,221
Total 53 16,246

Ministry’s Response: The Head of Budget Agency stated that all staff were being paid on the correct salary
scale which was approved by the Public Service Ministry.

Accounting for Expenditure

400.  Audit checks carried out in January 2020 revealed that the Ministry still had on hand, 203 cheques
valued $593.051M that were drawn for the financial year 2019. This is a breach of Section 43 of the Fiscal
Management and Accountability Act 2003, which requires any unexpended balance of public moneys out
of the Consolidated Fund to be returned to the Fund at the end of each fiscal year. As a result, the Ministry’s
Appropriation Accounts were overstated by the said amount of $593.051M. In addition, it must be noted
that the items/services were not received by the Ministry at the time of the checks in January 2020

401.  As at 24 July 2020, twenty-five of these cheques totalling $14.651M were still on hand. On 6
August 2020, the Ministry wrote the Accountant General requesting that seven of the twenty-five cheques
amounting to $10.092M be refunded to the Consolidated Fund.
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Ministry’s Response: The Head of Budget Agency stated that the transactions for the 203 cheques were
entered into the IFMIS after 15 December 2020. The seven cheques were refunded because of duplicate
payments and non-compliance by the Supplier. The eighteen cheques are at the Ministry of Finance to be
uplifted by the Supplier/Company. The Head of Budget Agency stated that the Ministry will contact the
individuals to uplift the cheques.

Recommendation: The Audit Office recommends that the Head of Budget Agency take steps to ensure
compliance with Section 43 of the Fiscal Management and Accountability Act 2003. (2019/123)

Other Matters
Shortfall

402.  There was a sixty-three percent shortfall in expenditure under Programme 041 - Development of
Foreign Policy, Line Item 6284 - Other. Moreover, the sum of $681.244M remained unspent from the
approved allotment of $1.088 billion. The shortfall represented approximately sixty-three percent of the
approved allotment. As such, the Ministry have not executed its anticipated level of activities.

Ministry’s Response: The Head of Budget Agency stated that this allocation caters for the payment of
Consultancy Services for border issues. The Guyana/Venezuela border matter was submitted to the
International Court of Justice in 2018, and it was anticipated that the hearings would have commenced in
2019. However, the first hearing was in June 2020, which has resulted in the savings under this Line Item.

Capital Expenditure

Shortfall

403. The sum of $13.621M, representing approximately thirty-two percent of the approved allotment
($42.912M) under Programme 041 - Development of Foreign Policy, Line Item 12005 - Buildings,
remained unspent. The sum allotted made provision for the payment of retention, and completion of
electrical works - Head Office.

Ministry’s Response: The Head of Budget Agency stated that a reconciliation was done on all payments
made to the contractor. The solar installation was done by the Guyana Energy Agency at a lower cost,
which resulted in the savings.

Other Matters
Master and Sectional Inventory

404.  The Ministry did not maintain a Master Inventory. This is a breach of Section 24 of the Stores
Regulations, which states that “The Permanent Secretary shall ensure that Master and Sectional
Inventories...are kept and are properly maintained...”.

Ministry’s Response: The Head of Budget Agency stated that the Ministry will update and submit the
Master Inventory for audit.

Recommendation: The Audit Office recommends that the Head of Budget Agency take steps to ensure full
compliance with Section 24 of the Stores Regulations. (2019/124)
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Prior Year Matters

Other Matters
QOutstanding Advances

405.  Ten advances totalling US$14,310 that were issued during the period 1995-1999 to Officers of the
Guyana Embassy, Washington were still outstanding. The issuing of such advances from the operational
funds of the Missions was not in keeping with established procedures. Furthermore, funds are allocated for
such purposes under the Accountant General’s Department of the Ministry of Finance, which issues such
advances and account for the transactions.

Ministry’s Response: The Head of Budget Agency stated that the Ministry had written the Accountant
General seeking advice on how to clear the ten advances off the books. The Head added that the Ministry
will continue to work with the Ministry of Finance towards clearing the outstanding advances.

Recommendation: The Audit Office recommends that the Head of Budget Agency continue to follow-up
with the Ministry of Finance to clear the outstanding advances. (2019/125)

Follow-up on the Implementation of Prior Year Audit Recommendations

406. The table below summarises the prior year matters as contained in the Auditor’s General 2018
Report, and the actions taken by the Head of the Budget Agency regarding the recommendations made by
the Audit Office.

Recommendations
Rec. No. | Category of Findings Fully Partially Not
Implemented Implemented Implemented
2018/118 | Breach of Section 43 of FMA Act 2003 N
2018/119 | Breach of Section 43 of FMA Act 2003 N
2018/120 | Breach of Section 43 of FMA Act 2003 N
2018/121 | Outstanding Advances N

145 Agency 04- Ministry of Foreign Affairs



Employment Costs

407.

AGENCY 05

MINISTRY OF THE PRESIDENCY

Current Year Matters

Current Expenditure

Amounts totalling $1.954 billion were budgeted for Employment Costs. The sum of $1.938 billion

was expended. Included in the sum of $1.938 billion were amounts totalling $1.844 billion, which were
expended for the payment of wages and salaries. Audit checks revealed that the sum of $1.375 billion,
which is approximately seventy-five percent of the total Employment Costs, was paid to employees who
were employed on a contractual basis. A summary is shown in the table below:

Chart of Description Total Paid Percentage
Account $°000 (Expended)
6111 Administrative 91,783 5
6112 Senior Technical 29,000 2
6113 Other Technical & Craft Skilled 51,858 3
6114 Clerical and Office Support 176,338 9
6115 Semi-Skilled Operatives 92,696 5
6116 Contracted Employees 1,374,730 75
6117 Temporary Employees 27,262 1
Total 1,843,667 100
408. The table below shows the staffing details at the time of preparation of the 2019 National Estimates
versus actual staffing according to the December payroll.
National Actual as per
Xzscr)tu(r)]]; Description Estimates December Difference
2019 Payroll
6111 Administrative 42 41 (D)
6112 Senior Technical 16 16 0
6113 Other Technical & Craft Skilled 58 49 9
6114 Clerical and Office Support 192 183 9
6115 Semi-Skilled Operatives 99 107 8
6116 Contracted Employees 479 471 (8)
6117 Temporary Employees 24 57 33
Total 910 924 14
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409.  Further, the 471 employees on contract represented approximately fifty-one percent of the total
employees (924) as of December 2019. A summary is shown in the table below:

Actual as per
nggtu?]{ Description December Pe(rgte;ftgge
Payroll
6111 Administrative 41 4
6112 Senior Technical 16 2
6113 Other Technical & Craft Skilled 49 5
6114 Clerical and Office Support 183 20
6115 Semi-Skilled Operatives 107 12
6116 Contracted Employees 471 51
6117 Temporary Employees 57 6
Total 924 100

410.  The Public Service Commission Circular Ne. 1/2017 dated 7 February 2017, required Permanent
Secretaries, Heads of Departments and Regional Executive Officers to submit a list of all Officers on
Contract/Gratuity for them to be appointed on the Pensionable Establishment. The table below provides a
summary as per ‘Age Range’ of the employees on contract, as of December:

Age Range Ne. of
(Years) Employees
Below 45 189
45-55 110
Above 55 172
Total 471

411.  Ascan be noted in the table above, 189 contracted employees were below the age of forty-five and
should have been transferred to the Pensionable Establishment. Included in the 189 contracted employees,
were 102 employees who were contracted as of December 2018, and should have been transferred to the
Permanent Establishment.

Ministry’s Response: The Head of Budget Agency indicated that the transition of staff to the Pensionable
Establishment is an on-going process. The Administration is faced with many challenges such as staff members
who haven’t met the requirements for transfer due to the upgrade of their qualifications among other factors.

Recommendation: The Audit Office once again recommends that the Head of Budget Agency continue with
the process of moving its current eligible employees over to the Pensionable Establishment in keeping with
Circularised Instructions. (2019/126)

412.  Thetable below provides a summary as per salary range of the 471 employees on contract according
to the December payroll:

Salary Range Ne. of Amount
Employees $°000
Below $100,000 150 11,272
$100,001 - $200,000 175 23,716
$200,001 - $400,000 101 28,195
Above $400,000 45 31,648
Total 471 94,831
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Print and Non-Print Materials

413.  The sum of $288.098M was expended for print and non-print materials. Included in the said sum
were amounts totalling $18.599M, which represented full payments on two contracts for the acquisition of
100,000 birth certificates. The contracts were awarded by NPTAB through the single source method of
procurement. The Ministry in its request to NPTAB to utilise the single source method of procurement
stated that blank birth certificates are printed with highly sensitive security features which are confidential.
The Ministry also stated that the incumbent supplier and its ‘sister company’ had successfully delivered on
previous contracts and have proven to be reliable, confidential and provided ‘high-quality security-features
enable blank certificates’. At the time of this report a special investigation was being conducted into the
said acquisition of birth certificates.

Subsidies and Contributions to Local Organisations

414.  The sum of $2.191 billion was budgeted for Subsidies and Contributions to Local Organisations.
Amounts totalling $2.190 billion were expended. A summary of the expenditure is shown in the table
below:

. Amount
Particulars $°000
Subvention to Statutory Bodies 1,769,473
Subvention to Other Agencies 223,390
Salaries (Programme 1,8 and 5A) 133,396
Purchases, rehabilitation, cleaning, maintenance - Castellani House 33,301
Office Expenses 20,753
Rental of building 7,390
Provision of quality surveying for Youth Department 1,770
Donation 500
Withholding Tax 397
Total 2,190,370

415.  Included in the sum of $2.190 billion, were amounts totalling $1.769 billion, which were released
to seven statutory entities that are under the control of the Ministry. It should be noted that capital
subventions amounting to $885.801M were also given to the seven agencies. The table below provides a
breakdown as per agency.

Entity Current Capital Total
$°000 $°000 $°000
Environmental Protection Agency/Wildlife Management Authority 577,437 18,451 595,888
National Parks Commission 306,525 15,642 322,167
National Sports Commission 145,230 654,584 799,814
Protected Areas Commission 240,281 12,760 253,041
Institute of Applied Science & Technology 250,000 16,501 266,501
Guyana Lands & Surveys Commission 150,000 163,000 313,000
The National Trust of Guyana 100,000 4,863 104,863
Total 1,769,473 885,801 | 2,655,274
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416.  These entities are subjected to separate financial reporting and audit. However, six of the seven
agencies continued to breach Section 80 (3) (c) of the Fiscal Management and Accountability Act of 2003.
Section 80, Sub-sections (1) and (3) (c) requires that statutory bodies “...as soon as is practicable and in
all events not later than four months after the end of the fiscal year established for that statutory
body...submit an annual report to the concerned Minister... which shall include...a report prepared by the
Auditor General on the financial statements of the statutory body”. The table below provides the status of
submission of Financial Statements for these statutory bodies:

Year of
Entity Last Remarks
Audit
National Parks Commission 2008 2009-2013 Audits in progress
2014-2018 Financial Statements on hand
2019 Financial Statement not received
National Sports Commission 2013 2014-2018 Audits in progress
2019 Financial Statement not received
Protected Areas Commission 2013 2014-2016 Audits in progress
2017-2019 Financial Statements not received
Institute of Applied Science & Technology 2015 2016 Audit in progress
2017-2018 Financial Statements on hand
2019 Financial Statement not received
Guyana Lands & Surveys Commission 2015 2016-2017 Financial Statements on hand
2018-2019 Financial Statements not received

Ministry’s Response: The Head of Budget Agency stated that action will be taken to present the outstanding
Financial Statements. More specifically, National Parks Commission - 2019 will be submitted by 31 Oct
2020; Protected Areas Commission - the draft financials will be submitted by 15 Dec 2020; Institute of
Applied Science & Technology - the draft financials will be submitted by 31 Oct 2020; and Guyana Lands
& Surveys Commission - the draft financials will be submitted by 30 Nov 2020.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure that Section 80
of the FMA Act is fully complied with. (2019/127)

417.  Four of the seven Statutory Bodies also failed to comply with Section 80(4) of the Fiscal
Management and Accountability Act of 2003. This Section stipulates that “The concerned Minister shall,
within two months following the receipt of the annual report, present the annual report of each statutory
body to the National Assembly . The table below shows the status of each Statutory Body.

Last Annual Report
Entity Audite_d Laid _in the
Financial National
Statement Assembly
Environmental Protection Agency/Wildlife Management Authority 2015 2014
National Sports Commission 2013 2010
Guyana Lands & Surveys Commission 2015 2010
The National Trust of Guyana 2018 2014

Ministry’s Response: The Head of Budget Agency indicated that the Ministry was in the process of having
the outstanding reports laid in the National Assembly.

Recommendation: The Audit Office once again recommends that the Head of Budget Agency ensure that
Section 80 (4) of the FMA Act is fully complied with. (2019/128)
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Accounting for Expenditure

418.  The Ministry continued to breach the provisions of Section 43 of the Fiscal Management and
Accountability Act 2003, which requires that at the end of each fiscal year, any unspent balance of public
moneys issued out of the Consolidated Fund shall be returned and surrendered to the said Fund. Moreover,
the Ministry failed to refund to the Consolidated Fund, the sum of $1.394 billion drawn via 831 cheques,
which were still on hand after the close of the fiscal year. As a result, the Appropriation Accounts of the
Ministry were overstated by the said sum of $1.394 billion. Similarly, the Ministry’s Appropriation
Accounts were overstated by $339.758M in 2018.

Ministry’s Response: The Head of Budget Agency stated that with the exception of four, all cheques were
paid out. Most of these cheques were for expenditure incurred and for on-going contractual arrangements
for the Department of Citizenship and Energy for which no capital allocations were available in 2020.

Recommendation: The Audit Office once again recommends that the Head of Budget Agency ensure that
Section 43 of the FMA Act is complied with. (2019/129)

419.  The 831 cheques were drawn for expenditure under the Ministry of the Presidency, Department of
Citizenship, Department of Social Cohesion, and Public Service Management for the year under review.
As of 26 October 2020, six cheques valued $326.032M were still on hand. However, Payment VVouchers
and other supporting documentation were not seen for ninety cheques valued $95.525M, which purportedly
paid. As such, we could not determine whether the goods/services were received.

Ministry’s Response: The Head of Budget Agency stated that: (i) Department of Citizenship and
Immigration Services have four cheques on hand for passport modernisation; and (ii) the Department of
Social Cohesion, Culture, Youth and Sport has two cheques, which were stale-dated; however, a request
was done to have these updated and paid.

Recommendation: The Audit Office recommends that the Head of Budget Agency submit the documents
relating to the cheques paid, for audit. (2019/130)

420.  Eighty-eight transactions totalling $799.027M received the requisite approvals from the Head of
Budget Agency, Ministry of the Presidency after the transactions were processed for payment, and the
related cheques drawn. Further, the accounting unit of Programme 053 - Public Service Management
prepared and certified its payment documents prior to receiving approval from the Ministry, before
transactions are processed. However, fifteen transactions totalling $111.593M received the requisite
approvals from the Permanent Secretary, Public Service Management and the Head of Budget Agency,
Ministry of the Presidency after the transactions were processed for payment, and the related cheques
drawn.

421. This constituted a breach of Section 31 (1) of the FMA Act. More specifically, this Section
stipulates that “No charge shall be made against an appropriation except on the requisition of the Head of
the budget agency for which the appropriation was made or of an official authorised in writing by the Head
of the budget agency for the purpose”. This situation posed a risk, as it sets a precedence whereby
transactions are processed without the necessary approvals. As such, opportunities for the perpetration of
wrongdoing are present, and may be perpetrated without prompt detection.
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Ministry’s Response: The Head of Budget Agency stated that while the audit finding is noted, it must be
highlighted that the Permanent Secretary, Office of the President approves all invoices first at Office of the
President before processing by the Finance Department. The Head of the Budget Agency also stated that
the process implemented at the Ministry given the fact that there are various Departments under the
Ministry’s purview, permits the various Department Heads to approve payment first, then the Permanent
Secretary, Office of the President signs off after the cheques are drawn.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure the Ministry
comply fully with Section 31 of the FMA Act. (2019/131)

Cheque Orders

422.  According to Circular Ne. 14/2018 dated 23 October 2018, Cheque Orders are required to be cleared
within thirty days of their issue through the submission of bills/receipts and other documents in support of
the payments made. However, the Department of Social Cohesion failed to adhere to this requirement.
Moreover, seventy-six Cheque Orders totalling $20.740M were still outstanding for the year 2019. As a
result, we could not determine whether the Department received value for all sums expended.

423.  Further, the Department of Social Cohesion was still to submit thirty-three and fourteen Cheque
Orders totalling $8.759M and $1.899M for the years 2018 and 2017, respectively.

Ministry’s Response: The Head of Budget Agency stated that the Department of Social Cohesion, Culture,
Youth and Sport acknowledged the audit findings of seventy-six outstanding Cheque Orders. The Ministry
has since located fifty-seven which are available for audit verification. Efforts are on-going to retrieve the
outstanding Cheque Orders.

Recommendation: The Audit Office once again recommends that the Head of Budget Agency: (i) Put
systems in place to ensure Cheque Orders are cleared within the stipulated time-frame; (ii) Submit the
outstanding Cheque Orders for audit. (2019/132)

Missing Vouchers

424. A perusal of 6,706 transactions, revealed that 234 Payment VVouchers totalling $123.280M were
not submitted for audit. In the circumstances, we could not ascertain the correctness, accuracy and validity
of these 234 transactions. See summary in the table below:

Percentage of Ne. of

Department Transactions Payment Total

Vouchers $°000

Perused S
Missing

Ministry of the Presidency and Department of Citizenship 100 70 24,798
Public Service Management 24 9 22,916
Department of Social Cohesion 21 155 75,566
Total 234 123,280
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425.  Similarly, the Ministry was still to present for audit examination, 153 and 10 Payment VVouchers
totalling $46.375M and $9.255M, for the years 2018 and 2017, respectively. See summary of outstanding

Payment VVouchers for the year 2018 in table below:

Ne. of
Department Payment Total
Vouchers $°000
Ministry of the Presidency and Department of Citizenship 52 19,662
Public Service Management 29 5,037
Department of Social Cohesion 72 21,676
Total 153 46,375

Ministry’s Response: The Head of Budget Agency indicated that the Accounts Unit is working to retrieve
these vouchers and have them presented for audit.

Recommendation: The Audit Office once again recommends that the Head of Budget Agency ensure that
all unpresented Payment Vouchers are located and submitted for audit examination. (2019/133)

Inter-Departmental Warrants

426.  An examination of the IFMIS revenue report revealed that the sum of $108.766M was paid into
Miscellaneous Revenue as refunds on Inter-Departmental Warrants. The refunds should have been credited
to the respective Line Items from which the related Inter-Departmental Warrants were issued. As a result,
the Ministry’s Appropriation Account was overstated by the said sum of $108.766M. It should be noted
that Miscellaneous Revenue is reported on by the Ministry of Finance.

Ministry’s Response. The Head of the Budget Agency acknowledges the finding and will institute a
monitoring system to have all unspent balances credited to the respective Line Item.

Recommendation: The Audit Office recommends that the Head of the Budget Agency ensure that refunds
on Warrants are credited to the respective Line Items from which they were issued, so that the Ministry’s
Appropriation Accounts accurately reflects its expenditure. (2019/134)

427.  Further, the Financial Return for a Warrant issued in the sum of $54.656M to the Ministry of Public
Infrastructure indicated that the entire warranted sum was expended. However, the said sum was reflected
as being refunded to Miscellaneous Revenue, which is included in the sum of $108.776M reported on
above.

Ministry’s Response. The Head of the Budget Agency was notified that the projects were awarded on 31
December 2019 and the project commenced subsequently, however accounts personnel would have credited
the total sum to revenue instead of the Ministry’s Budget Line. The Ministry will have an Officer assigned
to monitor the Financial Returns for Warrants

Recommendation: The Audit Office recommends that the Head of Budget Agency monitor the execution of
activities for which sums are warranted, to ensure its intended purpose(s) are achieved. (2019/135)
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Other Matters

Shortfall in Expenditure

428.  The sum of $9.037 billion was allotted for re-current expenditure under the ten programmes of the
Ministry. Amounts totalling $8.866 billion were expended, resulting in a shortfall of $171.164M. Of
significance, is the shortfall of $85.977M under Programme 055 - Citizenship and Immigration Services.
The shortfall represented approximately eleven percent of the programme’s approved allotment of
$748.329M.

Maintenance of Contract Reqgister

429.  Whilst some action was taken, the Ministry’s Contract Registers were still not properly maintained
to reflect pertinent information as it relates to the recording of payments and balances on contracts. In
addition, contracts awarded in prior years and for which payments were already made in the respective
years, were given 2019 contract numbers. This situation made it difficult and tedious to obtain and analyse
information relating to contracts.

Ministry’s Response: The Head of Budget Agency indicated that the Administration of the Office of the
President has implemented systems to rectify the updating of the Contract Register based on the
observations stated.

Recommendation: The Audit Office once again recommends that the Head of Budget Agency ensure that
the Contract Register is properly written-up to accurately reflect pertinent information. (2019/136)

Capital Expenditure

Shortfall in Expenditure

430.  The sum of $3.366 billion was allotted under the ten capital programmes of the Ministry. A
Supplementary Provision in the sum of $4.300M was approved for Programme 56 - Department of Social
Cohesion, bringing the total funds available to $3.371 billion. Amounts totalling $2.969 billion were
expended, resulting in a shortfall of $401.092M. The shortfall represented approximately twelve percent of
the total funds available. This is an indication that the Ministry did not achieve its anticipated level of capital
activities. A summary of the shortfall is shown in the table below:

Total
L Funds Total

Programme Number and Description Available | Expenditure | Shortfalls Shortfall

$°000 $°000 $°000 %
051-Policy Development and Administration 451,251 435,234 16,017 4
052-Defence and National Security 23,000 22,080 920 4
053-Public Service Management 18,943 18,576 367 2
055-Citizenship and Immigration Services 802,093 745,406 56,687 7
056-Department of Social Cohesion 448,901 404,752 44,149 10
057-Environmental Management and Compliance 263,009 105,178 157,831 60
058-Cultural Preservation and Conservation 133,672 73,755 59,917 45
059-Youth 236,997 202,524 34,473 15
05A-Sport 659,400 654,584 4,816 1
05B-Energy Generation and Petroleum 333,273 307,358 25,915 8
Total 3,370,539 2,969,447 401,092
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Programme 051 - Policy Development and Administration

431.  The table below provides a summary of expenditure under this programme:
Project . Funds .
Code Title Allocated | Expenditure | Shortfall Shortfall
$°000 $°000 $°000 %
1214100 | Office and Residence of the President 57,750 54,217 3,533 6
1701700 | Minor Works 95,000 95,000 0 0
2405200 | Land Transport 52,000 52,000 0 0
2507900 | Purchase of Equipment 30,000 30,000 0 0
3301100 | Lands and Surveys 163,000 163,000 0 0
4403300 | Technical Assistance-Public Sector Delivery 10,000 0 10,000 100
Mechanism
4403400 | Technical Assistance-Strengthening of 27,000 24,516 2,484 9
National Institutional Mechanism for
Climate Change Adaption
4504500 | Institute of Applied Science and 16,501 16,501 0 0
Technology
Total 451,251 435,234 16,017
Purchase of Equipment
432.  The sum of $30M was allocated under this programme for the purchase of furniture and equipment

for State House, Gaming Authority, Office of the Climate Change and offices within the Ministry of the
Presidency. The entire allocation was expended. However, assets totalling $16.978M could not be
physically verified. As a result, it could not be determined whether the items were received and being used
as intended.

Ministry’s Response: The Head of Budget Agency stated that the audit finding is noted. The assets
purchased for the Departments under the purview of the Ministry are usually received and put into use by
the respective Departments and therefore the respective Heads are accountable for those assets.

Recommendation: The Audit Office recommends that the Head of Budget Agency locate the assets and
submit the relevant information so that the assets can be physically verified as received. (2019/137)

433.  Further, assets valued $22.805M were not entered into the relevant records. This is a breach of
Section 23 of the Stores Regulations, which requires appropriate entries indicating the location and
custodian of Permanent Stores.

Ministry’s Response: The Head of Budget Agency stated that while the Administration noted the audit
finding, it must be stated that the Departments have separate stores sections; thus, assets purchased by these
Departments are accounted for at the respective Departments. Only assets purchased for Programme 1
passes through the Office of the President Stores. The Head of Budget Agency assures that efforts have
been made to improve the record keeping aspects of all assets.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure these assets are
properly brought to account in the records of the Ministry in keeping with Section 23 of the Stores
Regulations, and submit the evidence for audit. (2019/138)
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Technical Assistance — Public Sector Delivery Mechanism

434.  The Government of Guyana and Inter-American Development Bank entered into a Technical
Assistance Agreement for Public Sector Delivery Mechanism. The sum of $10M was allocated for the
establishment of national mechanism for improved execution of Development Projects. The entire
allocation of $10M remained unspent.

435.  Similarly, the $10M allocated in 2018 was also unspent. As a result, the intended benefits of the
project, which included improved implementation of public sector investment programme, and improved
capacity to measure outcomes and impacts of Development Projects, were delayed.

Ministry’s Response: The Head of Budget Agency stated that the sum of 10M was budgeted for by the
Ministry of Finance but was not utilised. The Administration made several attempts to enquire about the
intended purpose but efforts proved futile.

Recommendation: The Audit Office recommends that the Head of Budget Agency take action to resolve
this issue. (2019/139)

Technical Assistance-Strengthening of National Institutional Mechanism for Climate Change
Adaption

436. On 21 July 2017, the Caribbean Development Bank (CDB) and the Government of Guyana entered
into an Agreement for the “Strengthening of the National Institutional Mechanism for Climate Change
Adaptation”. The Bank agreed to provide financing amounting to €143,894. The sum of $27M was allotted
in 2019 for the completion of: (i) five-year strategic plan for the Office of Climate Change; and (ii) National
Climate Change Communication Strategy and Implementation Plan.

437.  The sum of $24.516M was expended, leaving an unspent balance of $2.484M. Consultancies which
included: (i) preparation of national communications strategy and implementation plan; (ii) development
of a five-year strategic and implementation plan; and (iii) development of national climate change policy
and action plan, were at varying stages of completion.

Ministry’s Response: The Head of Budget Agency stated that the consultancy was delayed due to the
consultant's work not being of adequate quality needed for approval by the OCC and CDB. The balance
remaining under the Technical Assistance is US$38,470.00; an amount of US$41,687.40 remains to be paid
to the consultant, thus, the Counterpart funding required from GoG is US$3,217.40 or G$670,828
using BoG current rate of exchange of $208.50.

Programme 055 — Citizenship and Immigration Services

438.  The table below provides a summary of expenditure for this programme:

Proiect Funds
Co ée Title Allocated Expenditure Shortfall Shortfall

$°000 $°000 $°000 %
1214400 | Buildings 88,500 34,005 54,495 62
2509900 | Furniture and Equipment 713,593 711,401 2,192 1
Total 802,093 745,406 56,687
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Buildings

439.  The sum of $88.500M was budgeted for: (i) the construction of building at Lethem to accommodate
expansion of Immigration services; and (ii) extension of building - Stephen Campbell House. Amounts
totalling $34.005M were expended, resulting in a shortfall of $54.495M. The shortfall was approximately
sixty-two percent of the funds allotted. As a result, the Ministry did not achieve its anticipated level of
activities under this programme. A summary of the expenditure is shown in the table below:

. Amount
Details $°000
Construction of Immigration Building, Region Ne. 9 21,494
Construction of fence at Stephen Campbell House 5,485
Final valuation Immigration building, Region Ne. 6 2,977
Construction of guard hut and bridge, Linden 1,111
Withholding tax 1,019
Consultancy services 1,543
Purchase of air conditioning units 376
Total 34,005

440.  Anaward was granted by NPTAB on 4 October 2019, for the extension of the building at Stephen
Campbell House in the sum of $33.834M. However, the Ministry did not enter into a contract for the works.
As such, this project did not commence in 20109.

Ministry’s Response: The Head of Budget Agency stated that the completion time of this project was four
months. The Ministry anticipated a roll-over and was trying to minimise the occurrence of roll-over projects
and decided not to proceed with the project and instead opted to proceed with other small projects that could
have been executed within the time-frame.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure that proper
planning and execution of the Ministry’s activities are done t0 ensure the benefits are achieved as intended.
(2019/140)

441, Examination of the Payment VVouchers, contract and other supporting documentation revealed that
amounts totalling $11.492M, exclusive of withholding tax, were expended on the construction of a fence at
Stephen Campbell House, construction of an immigration building, Region Ne. 6, construction of guard hut
and bridge, consultancy services and purchase of air conditioning units. However, these activities were not
provided for in the National Estimates of capital expenditure. Further, approvals for inclusions-in-
programme were not sought, which is a breach of Section 34 of the FMA Act. More specifically, this
Section requires that “...the purpose of the expenditure of the money stipulated in a drawing right shall be
consistent with the appropriation allotment...”.

Ministry’s Response: The Head of Budget Agency acknowledged that this was an oversight and steps will
be taken to avoid any future occurrences.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure full compliance
with Section 34 of the FMA Act. (2019/141)
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Furniture and Equipment

442.  The sum of $713.593M was budgeted for: (i) the provision of e-kiosks, passport issuing control
system workstations and border management system; and (ii) purchase of printers, computers, chairs,
scanners, uninterruptible power supply systems, servers, cabinets, air conditioning units and water
dispensers. Amounts totalling $711.401M were expended, leaving an unspent sum of $2.192M. A summary
of the expenditure is shown in the table below:

Amount
$°000
Provision of e-Passports, e-Passport issuing and control | 651,184
system, and border management system

Details

Office equipment 25,874
Computers and accessories 23,655
Office furniture 8,019
Walk through scanner 1,577
Guyana Revenue Authority 1,092
Total 711,401

443.  The single source method of procurement was used for the provision of e-Passports, e-Passport
issuing and control system, and border management system. The NPTAB granted an award on 4 July 2019,
in the sum of US$12,420,500. The Ministry entered into a contract with the supplier on 18 September 2019.
Using the rate of exchange of G$215 - US$1, as contained in documentation submitted for audit, the
Guyanese Dollars equivalent of the contract is approximately $2.670 billion.

444, It should be noted that the components listed on SCHEDULE “C” (Price and Payment) of the
contract, amounted to US$12,450,500. This is a difference of US$30,000 from the awarded contract price,
which is approximately G$6.450M.

Ministry’s Response: The Head of Budget Agency cited as an error on the award of contract document by the
National Procurement and Tender Administration Board and will be corrected.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure this issue is
corrected soonest. (2019/142)

445.  The deliverables of the contract included the following:

a) New Border Management System with ten APC e-Kiosks with five years’ maintenance
and support

b) Border Management System Stand-by Site

C) New e-PICS with five years’ maintenance and support
d) e-PICS Warm Stand-by Site
e) Online Passport Application and Payment System

f) 398,000 Regular e-Passports (32 pages)
0) 100,000 Regular e-Passports (48 pages)
h) 800 Service e-Passports

i) 800 Diplomatic e-Passports

)] 900 specimen e-Passports for on-site training, testing, etc.
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446.  Eight payments totalling G$651.184M were processed in 2019. However, only four payments
totalling G$325.602M were transferred to the supplier. As at October 2020, the Ministry still had four
cheques totalling $325.582M on hand. The four Payment VVouchers for these transactions had no supporting
documents. As such, we could not ascertain the basis for the preparation of these payments.

447. It should also be noted that the processing of these four transactions were in breach of Section 31
(2) of the FMA Act, which stipulates that “Each requisition for a payment of public moneys out of the
Consolidated Fund shall be in such form, accompanied by such documents and certified in such manner as
the Minister may by regulation prescribe”.

448.  Section 31 (3) was also breached. This Section stipulates that “No requisition for the payment of
public moneys shall be made in respect of any part of the Government unless the Head of the budget agency
concerned or an official authorised in writing by that Head for the purpose certifies —

a) in the case of a payment for the performance of work, the supply of goods or the provision
of services

i that the work has been performed, the goods supplied or the services provided, as
the case may be, and that the price charged therefor is in accordance with the
contract or other arrangement governing the work, good or services...

ii. where, pursuant to a contract...a payment is to be made prior to the completion of
the work, supply of the goods or provision of the services, as the case may be, that
the payment is in accordance with the contract...”

Ministry’s Response: The Head of Budget Agency stated that the payment is based on the payment
schedule as per the contract.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure full compliance
with Section 31 of the FMA Act. (2019/143)

449.  Included in the sum of $711.401M were amounts totalling $13.419M that were expended on the
acquisition of assets for the Department of Energy. It should be noted that budget allocations for the
Department of Energy were made under Programme 05B - Energy Generation and Petroleum. As such,
Section 34 of the FMA Act was breached.

Ministry’s Response: The Head of Budget Agency stated that the Department of Energy is a newly established
Department that has expanded its staffing capacity to fulfill its mandate. As such, after the Department was
relocated to provide for the additional accommodations required, there was an urgent need to have the building
furnished. Discussions with the Ministry of Finance had led to the Ministry reprioritising its work programme
to be able to furnish the Department of Energy. Hence, funds were utilised from the Department of Citizenship
and Immigration Services to procure items for the new building that housed the Department of Energy.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure full compliance
with Section 34 of the FMA Act. (2019/144)
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450. A summary of the assets acquired for the Department of Energy is shown in the table below:

Particulars Amount
$°000
Supply and install air-conditioning units 7,945
Ten laptops 1,671
One Walk through scanner 1,577
Access control for Dept. of Energy 1,370
Payment for 6K\VVA PDM power supply 856
Total 13,419

451.  Included in the sum of $8.019M expended on office furniture, was a payment in the sum of
$4.820M for the supply of office furnishing. Attempts to verify the items proved futile. Moreover, the
Department of Citizenship claimed that the items were sent to the Department of Energy. However, the
Department of Energy could not locate the items. In this regard, the Ministry could not account for assets
valued $4.820M.

Ministry’s Response: The Head of Budget Agency stated that the Administration of the Office of the President
is working to resolve this matter; however, the Department of Citizenship as a Department is accountable for
all assets purchased and received and is responsible for their own stores.

Recommendation: The Audit Office recommends that the Head of Budget Agency locate these assets and
inform the Audit Office so that a physical verification can be done. (2019/145)

452.  The National Procurement and Tender Administration Board granted an award in the sum of
$2.955M for the acquisition of fifteen desktop computers for the Department of Citizenship. The entire sum
was paid to the supplier. An examination of the payment documents revealed that the contract for the
acquisition of the computers was only signed by the supplier.

453.  Furthermore, the Ministry did not sign the contract. This is a breach of Section 31 (2) of the FMA
Act, which stipulates that “Each requisition for a payment of public moneys out of the Consolidated Fund
shall be in such form, accompanied by such documents and certified in such manner as the Minister may
by regulation prescribe”.

454. A physical verification of the computers revealed that the specifications of the computers delivered
to the Department did not match the specifications on the invoice. Attempts to obtain a quotation from the
said supplier for a computer with the same specifications proved futile. As a result, it could not be
ascertained whether the Ministry received full value for the sum expended. This is a breach of Section 31
(3) of the FMA Act.

455.  Further, changing the specifications after the award of a contract would have breached the
Procurement Act. Moreover, bidders would have tendered for the items based on particular specifications.
As a result, the changing of the specifications did not afford equal opportunity to the other bidders. This is
in contravention of the spirit of the Procurement Act, which seeks to promote fairness and transparency in
the procurement process.

Ministry’s Response: The Head of the Budget Agency stated that contact was made with the Supplier at
the time of purchase who explained that, the exact specifications weren’t available. This was communicated
to the IT personnel who gave the approval to proceed with the next available specification. The Supplier is
willing to compensate and repay the difference once it’s communicated.
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Recommendation: The Audit Office once again recommends that the Head of Budget Agency: (i) ensure
full compliance with Section 31 of the FMA Act; (ii) ensure contractual obligations are adhered to; and

(iii) ensure full compliance with the Procurement Act. (2019/146)

Programme 056 — Department of Social Cohesion

456.  The table below provides a summary of expenditure under this programme:

Project . Funds .
Code Title Allocated Expenditure | Shortfall Shortfall
$°000 $°000 $°000 %

1214400 | Buildings 50,000 22,401 27,599 55
1904000 | Jubilee Republic Programme 350,000 347,774 2,226 1
2405200 | Land Transport 38,101 24,137 13,964 37
2509900 | Furniture and Equipment 10,800 10,440 360 4
Total 448,901 404,752 44,149

Buildings

457.  The sum of $50M was budgeted for the construction of bond and offices - Head Office. Amounts
totalling $22.401M were expended, resulting in a shortfall of $27.599M. The shortfall was more than half
(55%) of the allocation. The Ministry entered into a contract in the sum of $39.940M for the construction
of storage bond and offices - Head Office, Main Street, Georgetown. The Ministry also entered into a
contract in the sum of $2.796M for the provision of consulting services for the said construction works.
Amounts totalling $20.947M and $1.454M were made on the construction and consultancy contracts,
respectively. The works were still in progress at the end of 2019. As a result, the benefit of improved
accommodation was delayed.

Ministry’s Response: The Head of Budget Agency stated that the Administration noted the finding and the
project was delayed due to COVID-19. However, works resumed in August 2020 and the project is expected
to be completed in November 2020.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure projects are
planned and executed in a manner to ensure the benefits are achieved as intended. (2019/147)

Land Transport

458.  The sum of $38.101M was budgeted for the purchase of vehicles. Amounts totalling $24.137M
were expended, resulting in a shortfall of $13.964M. The shortfall represented approximately thirty-seven
percent of the allocation. This is an indication that the Ministry may not have executed its anticipated level
of activities under this programme. Furthermore, the benefit of improved transportation, may be delayed.

Ministry’s Response: The Head of Budget Agency acknowledges the findings, and stated that the shortfall
was as a result of two retenders and subsequent annulment for the procurement of one minibus for the
Department.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure projects are
planned and executed in a manner to ensure the benefits are achieved as intended. (2019/148)
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Programme 057 — Environmental Management and Compliance

459.  The table below provides a summary of expenditure under this programme:
Project Funds
c oJ de Title Allocated | Expenditure | Shortfall Shortfall
$°000 $°000 $°000 %
2509900 | Furniture and Equipment 1,000 999 1 0
3401500 | Environmental Protection Agency 31,771 15,450 16,321 51
3401700 | National Parks Commission 63,925 15,642 48,283 76
3401800 | Protected Areas Commission 12,760 12,760 0 0
3402500 | Wildlife Management Authority 3,553 3,001 552 16
4403600 | Guyana Protected Areas System 150,000 57,326 92,674 62
Total 263,009 105,178 157,831
Environmental Protection Agency
460.  The sum of $31.771M was allocated for the payment of retention, and provision for building -

Lethem. Amounts totalling $15.450M were released to the Environmental Protection Agency, resulting in
a shortfall of $16.321M. The shortfall was more than half (51%) of the allocation. This is an indication that
the Ministry did not achieve its anticipated level of activities under this programme. Furthermore, the
benefit of improved accommodation and operational efficiency, would have been delayed.

Ministry’s Response: The Head of Budget Agency stated that included in the unspent sum is (i) the sum of
$4.777M for a 9 seater mini-bus. This was because the tender received was above the allocated sum in the
budget. However, the minibus was procured from the Agency’s Trust Fund Account; (ii) the remaining sum of
$12.461M is for the Construction of the new multi-floor office building. Approval was given for this project to
be considered a multi-year project (2019/2020). The Head added that the Management of EPA was undecided
as to the location of this office, as such funds remained unspent at the end of the year.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure projects are
planned and executed in a manner to ensure the benefits are achieved as intended. (2019/149)

National Parks Commission

461. The sum of $63.925M was allocated for: (i) the completion and rehabilitation of stands; (ii)
rehabilitation of animal exhibits; and (iii) purchase of equipment. Amounts totalling $15.642M were
released to the National Parks Commission, resulting in a shortfall of $48.283M. The shortfall was more
than three-quarters (76%) of the allocation. This is an indication that the Ministry did not execute its
anticipated level of activities under this programme. Furthermore, the benefit of improved facilities,
accommodation and operational efficiency, would have been delayed.

Ministry’s Response: The Head of Budget Agency indicated that the shortfall is as a result of various
procurement issues that were beyond the control of the Commission. The Commission has taken steps to
advocate for assistance in this area to avoid recurrence and to ensure that the work plan is fully executed.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure projects are
planned and executed in a manner to ensure the benefits are achieved as intended. (2019/150)

161 Agency 05- Ministry of the Presidency



Guyana Protected Areas System

462.  The sum of $150M was allocated under Germany-KfW fund for the improvement of infrastructure
and supply of equipment to enhance the management and conservation of biodiversity in three protected
areas: Shell Beach, Kaieteur National Park and Kanuku Mountains. Amounts totalling $57.326M were
expended, resulting in a short fall of $92.674M. The shortfall was more than half (62%) of the allocation.
This is an indication that the Ministry did not achieve its anticipated level of activities under this
programme. Furthermore, the benefit of improved facilities, improved compliance with international
obligations, and enhanced operational efficiency, would have been delayed.

Ministry’s Response: The Head of Budget Agency indicated that the disbursements for activities under
Components | (Infrastructure and Equipment) and Il (Community Resource Use) of the Guyana Protected
Areas System Phase 11l (GPAS I11) Project were not received from KfW during 2019, contrary to what was
anticipated for the year. As a result, the only expenditure under the project was for direct payments to the
implementation consultant (GFA) and for initial activities under Component Il (Training Measures).

Recommendation: The Audit Office recommends that the Head of Budget Agency monitor the execution of
this project to ensure the benefits are achieved as intended. (2019/151)

Programme 058 — Cultural Preservation and Conservation

463.  The table below provides a summary of expenditure under this programme:

Project . Funds .
Code Title Allocated | Expenditure Shortfall Shortfall
$°000 $°000 $°000 %

1208200 | Building - Cultural Centre 53,045 42,934 10,111 19
1218300 | Institute for Creative Arts 5,474 5,369 105 2
1218400 | Castellani House 8,895 4,751 4,144 47
1218500 | National School of Dance 2,575 1,864 711 28
1218600 | Museum Development 3,000 568 2,432 81
1218700 | Burrowes School of Arts 3,390 705 2,685 79
1218800 | National Archives 14,500 12,701 1,799 12
1218900 | National Trust 42,793 4,863 37,930 89
Total 133,672 73,755 59,917

Building - Cultural Centre

464.  The sum of $53.045M was allocated for: (i) completion of roof; (ii) provision for theatre chairs;
(iii) provision for rewiring of building; and (iv) purchase of equipment for sound room. Amounts totalling
$42.934M were expended, resulting in a shortfall of $10.111M. The shortfall represented approximately
nineteen percent of the allocation. This is an indication that the Ministry may not have achieved its
anticipated level of activities under this programme.

Ministry’s Response: The Head of Budget Agency indicated that the Ministry acknowledges the findings of
the audit. However, the $10.111M represents savings from the phase two of the roof as it was completed
in phase 1. In addition, the rewiring was awarded in October 2019 and was delayed because the National
Cultural Centre was booked by private producers to December 2019 and the execution of the works would
have affected the execution of those programmes. The project was rolled over to 2020.
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Castellani House

465. Amounts totalling $4.751M were expended from the sum of $18.895M allocated for the
rehabilitation of Castellani House roof. The shortfall of $4.144M, which was almost half (47%) of the
allocation, resulted from an outstanding sum of $1.244M on the contract awarded in the sum of $5.995M,
and a saving of $2.9M.

Ministry’s Response: The Head of Budget Agency stated that the Ministry acknowledges the findings of
the audit.

Museum Development

466.  The sum of $3M was allocated for: (i) provision for mortise press, chairs, desks, table and Cabinet-
Guyana National Museum; (ii) purchase of pressure washer and blower, Walter Roth Museum of
Anthropology; and (iii) provision for cupboard - Museum of African Heritage. The sum of $0.568M were
expended, of which amounts totalling $0.294M were paid to acquire chairs. The difference in expenditure
of $0.273M represented final valuation payment on a contract for the rehabilitation of the Guyana National
Museum’s roof.

467.  There was a shortfall in expenditure of $2.432M, which was more than three quarters (81%) of the
allocation. This resulted from the Ministry not acquiring mortise press, desks, table and cabinet for Guyana
National Museum, pressure washer and blower for Walter Roth Museum of Anthropology, and cupboard
for Museum of African Heritage. As a result, the benefit of enhanced preservation of national heritage,
would have been delayed.

Ministry’s Response: The Head of Budget Agency indicated that the $2.432M represents moneys allocated
to complete the roof of the Guyana National Museum and savings on purchases. The moneys allocated to
several of the purchases under the profile were insufficient and therefore the purchase could not be made.
In addition, the contractor for the roof project would have indicated that he was unable to finish the roof
because of financial constraints the project was subsequently terminated. The project was awarded once
again in December 2019; however, the new contractor, on inspecting the works, would have indicated
that the bid price was insufficient to complete the roof.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure the activities of
the Ministry are executed as planned, so that intended benefits can be achieved. (2019/152)

Burrowes School of Arts

468. The sum of $3.390M was allocated for the provision for security system, biometric time
management system, table, saw, sand blaster and wood carving tools. Amounts totalling $0.705M were
expended to acquire a security system, biometric time management system, and a saw. The unspent sum of
$2.685M, which was more than three quarters (79%) of the allocation, resulted from the Ministry not
acquiring the table, sand blaster and wood carving tools. As a result, the benefit of improved proficiency
would have been affected.

Ministry’s Response: The Head of Budget Agency stated that the $2.685M represents savings from
purchases on the profile and from unspent moneys for the sand blaster and the wood carving tools set as the
tender board approval was received on 5 December 2019. These items were to be procured overseas and
the company could not guarantee that the items would be delivered to the Ministry before 31 December
2020. The actual cost for the sand blaster ($1.2M) was more than the sum allotted and so the Unit had to
wait on the completion of the other purchases to use the accrued savings towards the purchase of the sand
blaster.
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Recommendation: The Audit Office recommends that the Head of Budget Agency ensure the activities of
the Ministry are executed as planned, so that intended benefits can be achieved. (2019/153)

National Trust

469.  The sum of $42.793M was allocated for: (i) the payment of retention; (ii) provision for monuments
- 1823 Memorial, Chinese Arrival, Portuguese Arrival and Ruimveldt Massacre; and (iii) provision for St.
George’s Cathedral and Providence Hindu Temple. Amounts totalling $4.863M were expended as shown
in the table below:

Particulars Amount
$°000
Restoration of 1838 Revolt Memorial Independence Park 1,298
“« “ 1823 Memorial Monument 1,061
« “ St. George’s Cathedral 908
Rehabilitation of St. Peter’s Church 872
Restoration works at Fort Zeelandia 724
Total 4,863

470.  There was a shortfall in expenditure of $37.930M, which was more than three quarters (87%) of
the allocation. This resulted from restoration works not being done on Chinese Arrival, Portuguese Arrival
and Ruimveldt Massacre Monuments, and Providence Hindu Temple. As a result, the benefit of improved
facilities, operational efficiency and preservation of national heritage, would have been affected.

Ministry’s Response: The Head of Budget Agency stated that the designs and locations for the memorials
were modified via policy decisions on several occasions, which resulted in lengthy delays for the projects.
By August 2019 the entity tendered two out of the four memorials having received approval forthe designs
and two locations late. However, one was awarded and one nullified. The entity subsequently, requested
the use of restrictive tendering as an alternative method of procurement following the failure in the earlier
method. Approval was received from National Procurement and Tender Administration Board for the
procurement method and the additional locations finalised. The three memorials were then tendered in
November resulting in awards being granted 31 December 2019.

The Head added that in relation to the Providence Hindu Temple, an adjustment of programme was sought
for this project and received from the Finance Secretary in June 2019, which resulted in delay to project
timeline as the allocations were insufficient. The project was tendered by August 5" but not successful.
The entity subsequently, requested the use of restrictive tendering as an alternative method of procurement
following the failure in the earlier method. Approval was received from NPTAB for the procurement
method and the project was retendered in November and awarded 31 December 2019.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure the activities of
the Ministry are executed as planned, so that intended benefits can be achieved. (2019/154)

Programme 059 - Youth

471.  The sum of $236.997M was allocated under Programme 059 - Youth for: (i) completion of building
at Vrymen’s Erven and Sophia training centres, lecture hall at Kuru Training Centre, and dormitory and
lecture hall at Coldingen; (ii) provision of tools and equipment - Vrymen’s Erven Training Centre; (iii)
rewiring of building, upgrading of classrooms and purchase of equipment - Kuru Kuru Training Centre;
(iv) rewiring of building and purchase of furniture and equipment - Sophia Training Centre; (v) construction
of building and living quarters - Madewini; (vi) provision for building and mess hall - Den Amstel; (vii)
construction of building - Coldingen; (viii) rehabilitation of buildings at Christianburg and Soesdyke, and
roof at Kuru Kuru Training Centre; and (ix) provision for furniture and equipment.
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472.

The sum of $202.524M was expended, resulting in a shortfall of $34.473M, which represented

approximately fifteen percent of the allocation. It should be noted that the construction of building and
living quarters at Madewini was not undertaken. As a result, the Ministry’s intention to improve facilities
and operational efficiency would not have been fully achieved under this programme.

Ministry’s Response: The Head of Budget Agency stated that the Ministry acknowledged the findings;
however, we would like to state that the value remaining to be spent (shortfall) as of 31 December
2019 based on the Ministry’s record was $34,434,382. The reasons for the shortfall in expenditure are:

The sum of $22,992,491 was rolled over to 2020 to cover 4 multi-year projects with
consultancy, namely at Sophia Training Centre and Vryman’s Erven Training Centre and
to cover the cost of powering the buildings that were constructed in 2018/-2019 at KKTC,
MTC, DETC and CTC. Please find further details below:

a) Sophia Training Centre-This is a multi-year project; it was on-going as of
31 December 2019. Therefore, the outstanding sum of $15,312,352 was
rolled over to 2020.

b) Consultancy fee for the completion of the Sophia Training Center was
$1,033,972.
C) Vryman’s Erven Training Centre. This is a multi-year project; it was

completed as of 31 December 2019. However, the retention for the sumof
$3,697,897 was rolled over to 2020 to be paid after the defect’s liability
period.

d) Powering of building constructed in 2018/2019 at Madewini, Kuru-Kuru,
Den Amstel and Coldingen Training Centres - the project was awarded in
December 2019 and the contractor needed time to procure the materials to
execute the work. Hence it was rolled over to 2020 ($2,948,270).

There was an overall savings of $406,086. Please find further details below:
a) Retention Amounts- $4,394
b) KKTC-Internet Connection, E-Governance- $379,264
c) DATC-Completion of two-storey dormitory and lecture hall- $2,000

d) CTC-Completion of two-storey apartment building and female
dormitory- $1,500

e) VETC-Provision for Tools and Equipment- $18,928

The project for the rewiring of KKTC compound was not done because the consultant
deemed the allocated $6,000,000 to be insufficient to complete the work. The consultant’s
electrician advised that due to severe voltage fluctuation and outdated electrical work, it
was not safe to do the work in parts. Hence, it will need to be catered for in its entirety in
a subsequent budget.

The sum of $21,822,048 was allocated for the furnishing of buildings constructed in 2018-
2019 at KKTC. However, there was a shortfall of $4,035,805. This sum was unspent
because the recommended contractors to supply the materials were unable to get the
relevant supporting documents (e.g. GRA and NIS Compliances) to obtain the required
awards to make the purchases.

165 Agency 05- Ministry of the Presidency



Recommendation: The Audit Office recommends that the Head of Budget Agency ensure the activities of
the Ministry are executed as planned, so that intended benefits can be achieved. (2019/155)

Programme 05A — Sport

473.  The sum of $659.400M was allocated under Programme 05A - Sport for: (i) completion of stands
at Bartica, and synthetic tracks at Region Nes. 6 and 10; (ii) construction of fence - Cliff Anderson Sports
Hall; (iii) construction of fence and washroom - National Gymnasium; (iv) construction of security hut -
Durban Park; and (v) provision for ground enhancement programme. The sum of $654.584M was
expended, resulting in a shortfall of $4.816M. A summary of the expenditure is shown in the table below:

. Amount
Details $°000
Construction works 447,124
Inter-Departmental Warrants 161,864
Consultancy services 29,316
Guyana Revenue Authority 13,351
Purchase of sports gears 2,929
Total 654,584

474.  Including in the sum of $161.864M were two Warrants amounting to $55.987M that were issued
to the Regional Administration Ne. 5 for the execution of various projects on behalf of the Ministry.
According to the Financial Returns, amounts totalling $55.971M were expended, leaving a balance of
$0.016M. An examination of the expenditure incurred from the funds warranted revealed the following
findings:

a) A contract for the rehabilitation of tarmac, parking lot and carriageway at the National
Gymnasium, Mandela Avenue, Georgetown was awarded to the lowest bidder at his bid
price of $12.343M. As can be noted, the project was in Georgetown and not Region Ne. 5.
Further, the project was supervised by Engineers from the Ministry. However, the reason(s)
for warranting the execution of the project to the Regional Administration Ne. 5 could not
be determined.

b) Further, the contract stated that the contractor shall satisfactorily complete all works within
eleven days of commencement, and failing to complete all or part of the contract, a penalty
of $0.1% of the contract sum per day will be levied against the contractor. A
Commencement Order was not presented. However, the dates of commencement (27
December 2019), and completion (7 January 2020) were stated on the accounts sheet
prepared by the RDC Engineering Department.

C) An examination of the Practical Completion Certificate dated 21 April 2020 stated that all
works were completed. This indicated that the works were delayed by 104 days. As such,
the sum of $537,140 should have been charged as penalty; since, only ten percent of the
contract sum can be levied as penalty.

d) Further, a cheque dated 7 January 2020 drawn in the sum of $1.209M, was still at the Sub-
Treasury’s Department. The cheque represented the ten percent retention, and has since
become stale-dated. The amount of $1.209M should have been refunded in keeping with
Section 43 of the FMA Act.
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e) The sum of $5.715M was warranted for the procurement of lights. A contract for the supply
and installation of solar LED floodlights and construction of washroom facilities at
Onverwagt was awarded to the lowest bidder at his bid price of $5.711M. An examination
of the Bills of Quantities and schedule of works completed revealed that only the sum of
$2.739M was spent on the lights. The difference of $2.972M on the contract was paid for
the construction of a washroom. As a result, the amount of $2.973M was misallocated,
which is a breach of Section 34 of the FMA Act.

f) A sum of $9.980M was warranted for works at Augsburg, Burma. However, the works
were not executed. Instead, works amounting to $9.453M were done at the Ross
Community Centre. Evidence of approval to change the works were not provided for audit.
This is a breach of Section 34 of the FMA Act.

0) Further, a cheque dated 7 January 2020 drawn in the sum of $198,548, was still at the Sub-
Treasury’s Department. The cheque represented the ten percent retention on the contract,
and has since become stale-dated. The cheque valued $198,548 should have been refunded
in keeping with the requirements of Section 43 of the FMA Act.

h) A contract for the construction of a Multi-Purpose Court at Plantation Ross Sports Club
was awarded to the lowest bidder at his bid price of $7.427M. A sum of $1.5M was
provided for the supply of a pair of basketball rims, stanchion, back-board, nets, and
markings on court to indicate borders for different sports disciplines. As of 26 October
2020, only one set of the items were provided and installed; whilst, the court was not yet
marked.

i) A contract for the installation of flood lights at Plantation Ross Community Centre was
entered into for a sum of $2.026M. As of 14 September 2020, a cheque dated 7 January
2020 drawn in the sum of $198,548, was still at the Sub-Treasury’s Department. The
cheque represented the ten percent retention on the contract, and has since become stale-
dated. The cheque valued $198,548 should have been refunded in keeping with the
requirements of Section 43 of the FMA Act.

Ministry’s Response: The Head of Budget Agency stated that the Warrant for the rehabilitation of tarmac,
parking lot and carriageway at the National Gymnasium, Mandela Avenue, Georgetown was inadvertently
sent to Regional Democratic Council (RDC) Number 5 instead of RDC Number 4 for execution. This was
done due to the fact that the Chief Engineer was tasked with the supervision of the Jubilee Projects country
wide. The contract for this project was issued and sign by RDC Ne. 5.

The Head also stated that due to the proximity of the project the Engineer assisted with periodical visits and
updates in order to lend support to the RDC Ne. 5 for the final completion of the project primarily after it
was delayed. Report emanating is that the contractor was obstructed from commencing the works due to
other works being conducted at the exact location, namely construction of the gymnasium fence adjoining
the Tarmac and the Mandela avenue upgrade. As a result, his access to execute the works was completely
restricted.

The Head added that the above-mentioned period of delay eventually caught up with the COVID-19
pandemic and resulted in further delays in the execution of the works. These factors resulted in the delay
in the commencement and execution of the works. This in our opinion was a reasonable request and did not
deserve the application of liquidated damages especially when the entire country was negatively affected
by the pandemic.
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As it relates to the other findings above, the Head noted the following:

e.

Moneys were previously warranted by the Ministry to RDC 5 to complete general upgrade
of the Onverwagt ground in preparation for the 50" Republic Jubilee celebration. The sum
of $5.715M was warranted for the completion of the lighting for which only $2.739M was
required, however the balance on the allocation was not refunded to the Ministry and was
used for works to washroom facility.

Checks made with the RDC Ne. 5 indicated that the project was moved to the Ross
Community to benefit more residents, since the community of Augsburg is under
populated. Efforts are being made provide copy of change order to the Ministry.

The cheque valued at $198,548 will be refunded since the value of works completed was
paid for under the penultimate certificate.

There was a delay in the purchase of the Basketball rims, stanchions, backboard, and nets
was due to the granting of approval on the quality of equipment from the National Sports
Commission. The items have since been purchased and the installation has commenced.

The cheque valued at $198,548 will be refunded since the value of works completed was
paid for under the penultimate certificate.

Recommendation: The Audit Office recommends that the Head of Budget Agency take the following actions
as it relates to the findings above: (i) proper planning should be done when warranting funds; (ii) the
stipulations of contracts should be implemented, especially as it related to the application of defects liability
and institution of liquidated damages; (iii) comply fully with Section 43 of the FMA Act; (iv) comply fully
with Section 34 of the FMA Act; and (v) the items should be supplied, or any overpayment be recovered in
relation to the construction of a multi-purpose court at Plantation Ross Sports Club. (2019/156)

Programme 05B - Energy Generation and Petroleum

475.  The table below provides a summary of Programme 05B - Energy Generation and Petroleum:

Project . Funds .
Code Title Allocated | Expenditure | Shortfall | Shortfall
$°000 $°000 $°000 %
1414400 | Buildings 100,000 75,355 24,645 25
2405200 | Land Transport 28,000 26,733 1,267 5
2509900 | Furniture and Equipment 5,273 5,270 3 0
4404600 | Oil and Gas Sector 200,000 200,000 0 0
Development Programme

Total 333,273 307,358 25,915
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Buildings

476.  The sum of $100M was budgeted for the provision of building. Amounts totalling $75.355M were
expended, resulting in a shortfall of $24.645M. The shortfall was one quarter (25%) of the allocation. This
is an indication that the Ministry did not execute its anticipated level of activities under this programme.
Furthermore, the benefit of improved accommodation would have been affected.

Ministry’s Response: The Head of Budget Agency indicated that the sum of $100M was estimated to be
spent within the allocation year of 2019 towards the payment of rehabilitating and retrofitting a building
to house the Department of Energy; however, the building was yet to be determined. A decision was later
taken to house the Department of Energy at the former UNDP building Brickdam and Boyle’s Place, which
has improved the accommodation needs of the DE. following an approval for an adjustment in
programme, (Ref. Ne. PCMD: 05/01/108/2019), this allocation was reformulated to provide for the
following:

a) Upgrade of Electrical, IT and Data System
b) Rehabilitation of Building
0 Provision of Cubicles

Accordingly, this change in programme resulted in asavings of approximately 25% of the original
allocation of $100M.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure the activities of
the Ministry are executed as planned, so that intended benefits can be achieved. (2019/157)

477. A summary of the expenditure is shown in the table below:

. Amount
Details $°000
One server 48,000
Customised office furniture 9,580
Rehabilitation of building and plumbing works 6,761
One generator set 5,828
Electrical works 2,529
One phone system 2,132
Guyana Revenue Authority 525
Total 75,355

478.  The Department expended amounts totalling $55.960M on the purchase of one server, generator
and phone system. However, these items were not included in the National Estimates. Further, an approval
for a change-in-programme was not sought. As a result, the Ministry breached Section 34 of the FMA Act.

Ministry’s Response: The Head of Budget Agency stated that the National Estimates could not have included
the provision for the server, as the need for this equipment emerged, during the course of the year, as
being critically required for the Departmentto function more effectively. A change in programme was
requested and the requisite authorisation received (Ref. No. PCMD:  05/01/108/2019), for the expenditure
towards the procurement of these equipment: (a) Upgrade of Electrical, IT and Data System; (b) Rehabilitation
of Building; and (c) Provision of Cubicles.

Recommendation: The Audit Office recommends that the Head of Budget Agency comply fully with Section
34 of the FMA Act. (2019/158)
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479.  Three transactions amounting to $48M were processed for the acquisition of one ISILON Gen. 6
server for the Department of Energy. However, a tender board award was not seen. Further, the contract
provided for audit was not signed. As such, we could not determine whether the Ministry entered into a
formal agreement with the supplier for the acquisition of the server. In the circumstances, the Ministry
breached Section 31(3) of the FMA Act. It should be noted that the three cheques amounting to $48M were
refunded to the Consolidated Fund on 16 September 2020.

Ministry’s Response: The Head of Budget Agency indicated that the need for the ISILON Gen 6 Server
became eminent for the more efficient functioning of the Department of Energy, procurement of this
equipment began, using the Sole Sourced Selection (SSS) process. The SSS process was determined to be the
only suitable method for acquiring this machine, as the Supplier was the only source in Guyana with the
ability to offer warrantee and training, and meet the delivery schedule in 2019. It was on this basis that the
Department communicated to the Head of the Accounts Unit, of the Ministry of the Presidency, the need for
setting aside funds in December 2019, as we awaited the likely NPTAB award of contract.

The approval delays from National Data Management Agency (NDMA), for this IT equipment, further
exacerbated the postponement of the NPTAB’s Award. Therefore, the synchronization of the two approval
processes went beyond the DE’s expectations. This contextual constraint may have influenced the premature
cheque transaction of $48M. However, it is noteworthy, that a Contract was not signed with the Supplier, nor
was any disbursement of moneys made to the Supplier. It is understood that the cheque is stale- dated, since
it was drawn up since late 2019. The DE is committed to evolving its institutional capacity through best
practices in this regard, to prevent recurrences of this anomaly.

Recommendation: The Audit Office recommends that the Head of Budget Agency comply fully with Section
31 of the FMA Act. (2019/159)

QOil and Gas Sector Development Programme

480.  Provisions were made in the National Estimates for capital expenditure to improve institutional
capacity for management of the oil and gas sector. The project was to be financed by IDA and IDB, through
separate loan agreements. The sum of $200M was allotted, of which $120M and $80M were to be provided
by IDA and IBD, respectively.

481.  On 18 July 2018, Government of Guyana and the International Development Association signed
an agreement whereby, the IDA agreed to provide an advance out of the World Bank’s Project Preparatory
Facility in an amount not exceeding US$1.6M. The objective of the Agreement was to facilitate the
preparation of a proposed project designed to enhance legal and institutional frameworks and strengthen
the capacity of key institutions to manage the oil and gas sector in Guyana. Activities included: (i)
enhancement of legal and institutional framework; (ii) capacity building of key institutions; and (iii) project
management.

482.  An Agreement was signed between GoG and IDA on 11 April 2019, to refinance the project. The
terms of the refinancing included the IDA providing credit in an amount of SDR14.3M, equivalent to
US$19.774M.
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483.  This project is subject to separate financial reporting and audit. The last audit report was issued on
16 September 2020, for the period 18 July 2018 to 31 December 2019. A key finding is that the project did
not execute fourteen planned activities with a total budgeted cost of US$2.510M. The delay in the timely
execution of activities could result in the project not achieving its planned objectives within the stipulated
timeframe. Further, management and other related costs may increase.

Ministry’s Response: The Head of Budget Agency acknowledged the findings.

Recommendation: The Audit Office recommends that the Head of Budget Agency monitor the execution of
this project to ensure the benefits are achieved as intended. (2019/160)

484. In relation to funding from IDB, on 11 February 2019, the Government of Guyana and Inter-
American Development Bank signed a loan agreement to support Guyana’s evolving energy sector by: (i)
investing in sustainable/cleaner energy solutions to diversify the energy matrix in the Hinterland, while
contributing to climate change mitigation; (ii) investing in the reinforcement of transmission infrastructure
to improve reliability and stability of the Demerara Berbice Interconnected System; and (iii) strengthening
the Department of Energy to develop a regulatory framework and improve institutional capacity and
governance of the Oil and Gas Sector. The total estimated cost of the programme was US$21.160M. The
duration of the project was four years.

485.  This project is also subject to separate financial reporting and audit. However, IDB waived the
requirement for the presentation of audited Financial Statements for the period 11 February to 31 December
2019. The reasons cited for the waiver were: (i) the nominal value of expenditure during the reporting
period; and (ii) the quality of the unaudited in-house Financial Statements presented to IDB.

Other Matters

Stores and Other Public Property

486.  Section 24 of the Stores Regulations 1993 stipulates that “the Permanent Secretary shall ensure
that Master and Sectional Inventories in Forms 11 and 13 of permanent stores are kept and are properly
maintained and that quarterly and physical inspections and reconciliation are carried out.” However, the
Ministry’s Master and Sectional Inventories were not updated to reflect the assets acquired in 2019. A
similar situation had existed in 2018.

Ministry’s Response: The Head of Budget Agency stated that the Administration of the Ministry of the
Presidency noted the audit findings. This is an on-going process and the Administration is enforcing
measures to ensure that all assets are updated in the Sectional and Master Inventory.

Recommendation: The Audit Office once recommends that the Head of Budget Agency take immediate steps
to ensure that Section 24 of the Stores Regulations are complied with. (2019/161)
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Prior Year Matters

Current Expenditure

Training (Including Scholarships)

487.  The sum of $102,000 drawn since 2018 for the payment of stipend was still on hand at the
Department of Public Service Management.

Ministry’s Response: The Head of Budget Agency stated that Management will ensure that stricter
measures are enforced for students to uplift their allowances on a timely basis.

Recommendation: The Audit Office recommends that the Head of Budget Agency take action to resolve
this issue. (2019/162)

488.  Also, in 2018, there were three instances whereby paysheets processed for amounts totalling

$238,000, were manually adjusted $84,000. The difference of $154,000 could not have been verified; since,
receipts were not presented to substantiate this amount. A sum of $40,000 has since been refunded.

Ministry’s Response: The Head of Budget Agency stated that Management is in the process of reconciling
the payment of the amount of $114,000 to the students.

Recommendation: The Audit Office recommends that the Head of Budget Agency submit the results of its
reconciliation for audit. (2019/163)

Capital Expenditure

Works

489.  The contract for the rehabilitation, modification and addition to existing residence (Building Ne. 4)
to house four proposed syndicate rooms, Ogle Estate Complex was awarded in 2018 to the lowest
responsive bidder in the sum of $53.651M in 2018. It was noted that the contract sum was increased by
$19.501M, resulting in a revised contract price of $73.152M. The Engineer’s Estimate was $58M. As at 31
December 2018, amounts totalling $72.828M were paid to the contractor. Physical verification revealed
that the works were completed and the building was already occupied. However, we were unable to
determine whether payments made for the completed works were fair and reasonable; since, the breakdown
of measured works was not attached to the final valuation dated 14 November 2018, which was presented
for audit examination. In addition, the following observations were noted:

a) It was noted that the contract sum was increased by $19.501M or 36% of the original
contract sum, from $53.642M to $73.143M. However, based on the documents presented
for audit examination, we were unable to determine the works which were to be completed
with the $19.501M increase.
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b) Examination of the details for the additional works totalling $31.161M revealed that
amounts totalling $29.076M or 93% of the cost for these additional works were made as
lump sum payments. It could not be determined how the lump sum prices were arrived at.
However, it was revealed that these lump sum payments were made for construction works,
which should have been detailed, measured and quantified, and whereby rates from the
contractor’s priced bid would have been applicable. As a result of the payments being made
as lump sums, it could not be determined whether payments totalling $29.076M were fair
and reasonable.

Ministry’s Response: The Head of Budget Agency stated that the observations are noted by the Department,
and added that the consultants C.R Marshall and Associates/Gary Holder were contacted and the Audit
Query/Observations was brought to their attention and they promised to supply the information requested,
i.e. detailed, measured and quantified costs for the additional works undertaken. The consultant is on
Medical Treatment out of the jurisdiction and promised to provide same.

Recommendation: The Audit Office recommends that the Head of Budget Agency should submit the
outstanding documents to aid verification of the payments made. (2019/164)

490.  Overpayment in the sum of $2.308M made in 2015 was still not recovered by the Ministry at the
time of reporting in November 2020. This occurred on seven items in the Bills of Quantities for erecting of
fence and security lights at building E - Castellani Compound. However, it was noted that the Ministry had
engaged the Attorney General’s Office on a way forward on this matter.

Ministry’s Response: The Head of Budget Agency explained that the Ministry continues to follow-up with
the Attorney General’s Office on this matter.

Recommendation: The Audit Office recommends that the Head of Budget Agency follow-up this and submit
an update. (2019/165)

491.  Overpayments in the sums of $4.114M and $4.767M made in 2015 were yet to be recovered from
two contractors with respect to the installation of water distribution line and system, and night lighting
system, respectively, at the Synthetic Track and Field Facility.

Ministry’s Response: The Head of Budget Agency explained that the Ministry continues to follow-up with
the Attorney General’s Office on this matter.

Recommendation: The Audit Office recommends that the Head of Budget Agency follow-up with the
Attorney General’s Office and submit an update. (2019/166)

Purchases

492.  Physical verification carried out on 21 June 2019, revealed that a sedan motor car that was
purchased in 2018, was involved in an accident. However, an accident report was not presented for audit
verification. It should be noted that the Ministry had written the Guyana Police Force in January 2020,
requesting an accident report. It should also be mentioned that the motor car was not repaired.

Ministry’s Response: The Head of Budget Agency stated that the Department accepts the observation and
added that a letter was written to the Commissioner of Police requesting the accident report for the sedan
motor car and continues to await their response. A reminder will be sent shortly to the Commissioner of
Police.
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Recommendation: The Audit Office recommends that the Head of Budget Agency follow-up with the
Commissioner of Police and submit an update. (2019/167)

493.  The CCTV system with a cost of $19.108M, which was purchased during 2015 for the National
Intelligence Center, had still not been delivered. However, it was noted that the Ministry had engaged the

Attorney General’s Office on a way forward on this matter.

Ministry’s Response: The Head of Budget Agency explained that the Ministry continues to follow-up with
the Attorney General’s Office on this matter.

Recommendation: The Audit Office recommends that the Head of Budget Agency follow-up this and submit
an update. (2019/168)

Follow-up on the Implementation of Prior Year Audit Recommendations

494.  The table below shows the prior year matters as contained in the Auditor’s General 2018 Report
and action taken by the Head of Budget Agency regarding the recommendations made by the Audit Office.
It should be noted of the 16 recommendations; 6 were not implemented, 9 were partially implemented and
1 was fully implemented.

Recommendations
Rec.

No Category of Findings Fully Partially Not
- Implemented | Implemented | Implemented

2018/122 Breach of Circularised Instructions - N
contracted employees

2018/123 | Breach of Section 80 (4), FMA Act 2003 N

2018/124 | Various deficiencies

2018/125 Brgach of S_eg:tior? 43, FMA Act 2003, and

various deficiencies

2018/126 | Breach of Section 24, Stores Regulations

2018/127 | Outstanding Cheque Orders

2018/128 | Accounting for Expenditure

2018/129 | Breach of Section 43, FMA Act 2003

2018/130 | Improper maintenance of records

2018/131 | Shortfall in expenditure

< P P Pl P P P

2018/132 | Poor contract administration N
2018/133 | Non-submission of accident report
2018/134 Breach pf Procurement Act and Stores N

Regulations
2018/135 | Non-delivery of items \
2018/136 | Overpayment on construction works \
2018/137 | Overpayment on construction works \
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AGENCY 17
MINISTRY OF INDIGENOUS PEOPLES’ AFFAIRS

Current Year Matters

Current Expenditure

Employment Costs

495.  The sum of $199.894M was expended for the payment of wages and salaries. Audit checks revealed
that amounts totalling $125.026M, which is approximately sixty-two percent of this sum, were paid to
employees who were employed on a contractual basis. A summary is shown in the table below:

Line Description Total Paid | Percentage
Item $°000 (Expended)
6111 | Administrative 17,831 9
6112 | Senior Technical 5,547 3
6113 | Other Technical and Craft Skilled 8,354 4
6114 | Clerical and Office Support 14,837 7
6115 | Semi-skilled Operatives and Unskilled 23,144 12
6116 | Contracted Employees 125,026 62
6117 | Temporary Employees 5,155 3
Total 199,894 100

496.  According to the payroll for December 2019, the Ministry had a total of 141 employees, of which,
thirty-five percent were contracted employees. A summary is shown in the table below:

Line —_— Actual as per Percentage
ltem Description December (Staff)
Payroll

6111 | Administration 15 11
6112 | Senior Technical 4 3
6113 | Other Technical and Craft Skilled 9 6
6114 | Clerical and Office Support 18 13
6115 | Semi-Skilled Operatives and Unskilled 32 23
6116 | Contracted Employees 50 35
6117 | Temporary Employees 13 9
Total 141 100

497.  The table below shows the staffing summary at the time of preparation of the 2019 National
Estimates compared with actual staffing according to the December payroll.

Line o Na_tional Actual as per _
ltem Description Estimates December Difference
2019 Payroll

6111 | Administration 11 15 4
6112 | Senior Technical 3 4 1
6113 | Other Technical and Craft Skilled 8 9 1
6114 | Clerical and Office Support 15 18 3
6115 | Semi-Skilled Operatives and Unskilled 29 32 3
6116 | Contracted Employees 56 50 (6)
6117 | Temporary Employees 5 13 8
Total 127 141 14
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Ministry’s Response: The Head of the Budget Agency noted these findings and explained that the
differences were as a result of factors such as: transfer of staff to the Permanent Establishment, recruitment
of new employees, and employees who did not request to have their contracts renewed.

498.  The Public Service Commission Circular Ne. 1/2017 dated 7 February 2017, required Permanent
Secretaries, Heads of Departments and Regional Executive Officers to submit a list of all Officers on
Contract/Gratuity for them to be appointed on the Pensionable Establishment. The table below provides a
summary as per ‘Age Range’ of the employees on contracts, as of December 2019.

Age Range Ne. of
(Years) Employees
Below 45 23
45-55 10
Above 55 17
Total 50

499.  Ascan be noted in the table above, twenty-three contracted employees were below the age of forty-
five years, and should have been transferred to the Pensionable Establishment. It should be noted that the
Ministry had twenty-eight contracted employees below the age of forty-five years at the end of 2018.

Ministry’s Response: The Head of the Budget Agency noted these findings and explained that those
Officers below the age of 45, were Officers whose qualifications did not match their Job Description.

Recommendation: The Audit Office recommends that the Head of Budget Agency continue to act to
regularise these employees. (2019/169)

500. The table below provides a summary as per salary range of the fifty employees on contract
according to the December payroll:

Salary Range No. of Amount
Employees | $°000
Below $100,000 20 1,676
$100,001 - $250,000 26 3,539
$250,001 - $400,000 2 677
Above $400,000 2 928
Total 50 6,820

501. The Ministry of Finance had urged that cash payments of salaries be minimised after the
introduction of the Integrated Financial Management and Accounting System (IFMAS) in 2004, and that
employees be paid under the bank deposit system as required by Circular Ne. 3/2003 dated 29 September
2003. The Ministry has not fully complied with this instruction. Moreover, cash payments for salaries
amounting to $12.846M were made to eleven employees for the year.

Ministry’s Response: The Head of the Budget Agency acknowledged the finding, and further stated that
these payments were inevitable since, these Officers are not in close proximity to Banks or Financial
Institutions. As such, it was not economically viable for them to travel to liquidate their cheques.

Recommendation: The Audit Office recommends that the Head of Budget Agency act to curb this practice,
as it also posed a security risk. (2019/170)
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Office and Field Supplies

502. The sum of $80.519M was expended for Office and Field Supplies, which included drugs and
medical supplies, field materials and supplies, print and non-print materials, fuel and lubricants, and
janitorial and cleaning supplies. Findings in relation to fuel and lubricants are provided hereunder.

Fuel and Lubricants

503.  Approximately ninety-four percent (306) of the Ministry’s serviceable vehicles (326) were issued
to Indigenous Villages. The remaining 20 were used by the Ministry. Log Books were presented for the
thirteen vehicles that were required to maintain same. However, an examination of the Log Books revealed
the following discrepancies:

a) Approval for journeys undertaken not always evident.
b) Departure and return times not always stated.

C) Odometer readings were not recorded.

d) Supervisory checks not always evident.

504.  As aresult, we could not determine whether all journeys undertaken were properly authorised and
in the interest of the public.

Ministry’s Response: The Head of the Budget Agency acknowledged the finding and explained that a
more effective system is in place to manage Log Books.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure Log Books are
properly maintained, so as to account for its use. (2019/171)

Education Subventions and Grants

505.  Four payments to four Village Councils totalling $6.063M were processed on 2 January 2020, that
is, after the close of the financial year. The following table summarises the payments to the Councils:

Name of Amount
Village Council $°000
Monkey Mountain 1,725
Kako 1,656
Morakobai 1,516
Mora 1,166
Total 6,063

506.  The processing of transactions after the close of the financial year is a breach of Section 43 of the
FMA Act, which stipulates that all unspent balances at the end of the financial year shall be refunded to the
Consolidated Fund.

Ministry’s Response: The Head of the Budget Agency acknowledged this finding and promised to operate
in keeping with Section 43 of the FMA Act.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure full compliance
with the Section 43 of the FMA Act. (2019/172)
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Accounting for Expenditure

507.  The Ministry continued to breach Section 43 of the Fiscal Management and Accountability Act
2003. This Section requires all unspent balances shall be returned and surrendered to the Consolidated Fund
at the end of the fiscal year. Moreover, audit checks conducted in January 2020, revealed that the Ministry
had on hand, 351 cheques drawn for sums totalling $315.938M. It should be noted that the Appropriation
Accounts were overstated by the said sum. Similarly, in January 2019, the Ministry had on hand, 115
cheques drawn for a total of $226.279M from its 2018 allocations.

508.  Of the 351 cheques, 316 drawn for sums totalling $268.674M were dated 2 January 2020. The
difference of thirty-five cheques totalling $47.264M were drawn on various dates, and dated back as far as
May 2019. At the time of this report in October 2020, the Ministry still had twenty-two cheques for amounts
totalling $17.367M on hand. These cheques have since become stale-dated.

Ministry’s Response: The Head of the Budget Agency noted these findings and explained that they were
six Cheque Order payments at the Ministry totalling $3.686M, and the other cheques were direct payments
which the Ministry of Finance are in custody of. However, the Ministry further stated that they will be more
proactive in this regard.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure that there is full
compliance with the Section 43 of the FMA Act as it relates to paying over unexpended balances of public
moneys to the Consolidated Fund. (2019/173)

Inter-Departmental Warrants

509. An examination of the IFMIS revenue report revealed that the sum of $4.817M was paid into
Miscellaneous Revenue as refunds on Inter-Departmental Warrants. The refunds should have been credited
to the respective Line Items from which the related Inter-Departmental Warrants were issued. As a result,
the Ministry’s Appropriation Account was overstated by the said sum of $4.817M. It should be noted that
Miscellaneous Revenue is reported on by the Ministry of Finance.

Ministry’s Response: The Head of the Budget Agency noted this finding and explained that the Ministry is
in the process of ascertaining the unearthed facts that contributed to this matter.

Recommendation: The Audit Office recommends that the Head of the Budget Agency ensure that refunds
on Warrants are credited to the respective Line Items from which they were issued, so that the Ministry’s

Appropriation Accounts accurately reflects its expenditure. (2019/174)

Capital Expenditure

Buildings

510.  The sum of $19.405M was provided for: (i) payment of retention; (ii) completion of dormitory at
Liliendaal and hostel at Princess Street, Georgetown; and (iii) provision for living quarters. Amounts
totalling $18.348M were expended. Included in the sum expended were amounts totalling $3.564M, which
were paid on a contract for recapping sections of compound & clearing of western & eastern drains of the
hinterland scholarship student’s dormitory, Liliendaal.

511. It should be noted that the contract was awarded by NPTAB on 23 December 2019. However, the
contract was signed by the Ministry and the contractor on 16 December 2019; that is, one week prior to the
contract being awarded. Further, the Ministry issued a Commencement Order on 17 December 2019; that
is, also prior to the award of the contract.
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512.  The intent of the Procurement Act was to promote the integrity of, and fairness and public
confidence in, the procurement process, and achieving transparency in the procedures relating to
procurement. However, the situation reported on represented a clear deviation from the procurement
process.

Ministry’s Response: The Head of the Budget Agency acknowledged this finding and promised to desist
from such actions in the future.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure full compliance
with the Procurement Act 2003. (2019/175)

Amerindian Development Projects (ADP)

513. The sum of $702.698M was budgeted for: (i) payment of retention; (ii) completion of Green
Enterprise Development Centre; (iii) provision for Hinterland Employment and Youth service project,
presidential grants and support to eco-tourism and cultural projects; (iv) provision for agro-processing
facilities, ground coffee production, lapidary workshop and tractors; and (v) construction of benab, bridges
and upgrading of trails. Amounts totalling $690.288M were expended, as summarised in the table below.

. Amount
Description of Works $°000
Presidential Grants 230,392
Hinterland Employment and Youth Service (HEYS) 182,795
Capital Grants 144,891
Green Enterprise Development Centre 48,328
Year of Indigenous Language 28,130
Filter Tanks 18,000
Purchase of Tractor 15,252
Purchases of Equipment, Instruments & Barbwires 13,260
Radio sets 4,868
Const. Works - Bina Hill - Female & Male Dorms 3,372
Consultancy for Green Centre 1,000
Total 690,288

Presidential Grants

514.  Village Councils would submit proposals for funding of projects. These projects would include
acquisition of goods, and provision of works, and services. The Ministry processed payments totalling
$230.392M for 202 Village Councils. The table below summarises the payments for each Region:

Region Ne. of Amount
Ne. Councils $°000
1 61 70,597
2 10 13,500
3 6 4,000
4 5 4,900
5 1 1,500
6 3 4,000
7 24 30,800
8 25 30,500
9 57 59,295
10 10 11,300
Total 202 230,392
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515.  Itshould be noted that seven of these payments to seven Councils totalling $5.450M were processed
on 2 January 2020, that is, after the close of the financial year. The following table summarises the payments
to the Councils:

Region Name of Amount
No, Village Council $°000

1 Hobodeia 1,000
3 River’s View 800
Bashville/Yawong 700
8 Fair View 1,000
Kanapang 400
Kato 800
10 Muritaro 750
Total 7 5,450

516.  The processing of transactions after the close of the financial year is a breach of Section 43 of the
FMA Act. Further, it was unclear why the Ministry processed these transactions after the close of the
financial year 2019, given that the Presidential Grants were approved for the financial year 2019.

Ministry’s Response. The Head of the Budget Agency acknowledged this finding and explained that their
actions were as a result to facilitate Village Councils; however, the Ministry will desist from such practices.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure full compliance
with the Section 43 of the FMA Act. (2019/176)

517.  Further, up to the time of this report in October 2020, four Village Councils had still not uplifted
payments totalling $2.518M. The following table lists the Councils:

Region | Name of Village Amount
No, Council $°000
1 Hobodeia 1,000
Arakaka 368
8 Kanapang 400
10 Muritaro 750
Total 4 2,518

518.  These payments should have been refunded in keeping with the requirements of Section 43 of the
FMA Act.

Ministry’s Response: The Head of the Budget Agency acknowledged this finding and promised to desist
from such in the future.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure full compliance
with the Section 43 of the FMA Act. (2019/177)

519.  Due to the COVID-19 guidelines and restrictions, the Audit Office was unable to visit the Village
Councils to examine the relevant records for the projects. Verification of goods acquired and works
completed could also not be done. Notwithstanding this, the Audit Office requested the Ministry to provide
the relevant records from the Village Councils.
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520. At the time of reporting, only twenty-two Village Councils submitted reports for audit. The
submissions represented approximately eleven percent of the Village Councils to whom payments
amounting to $26.400M were made. The payments also represented approximately eleven percent of the
total Presidential Grants paid to the Village Councils.

521.  Furthermore, 180 of the Village Councils, which is approximately eighty-nine percent of the 202
Village Councils, did not submit reports. Total payments to these 180 Councils amounted to $203.992M,
which also represented approximately eighty-nine percent of the total Presidential Grants paid to the Village
Councils. The following table summarises the (non)submission of reports by Region:

Region Reports Submitted Reports Not Submitted Total
No Ne. of Amount Ne. of Amount Ne. of Total
- Councils $°000 Councils $°000 Councils $°000
1 0 0 61 70,597 61 70,597
2 7 10,500 3 3,000 10 13,500
3 0 0 6 4,000 6 4,000
4 1 1,500 4 3,400 5 4,900
5 0 0 1 1,500 1 1,500
6 1 1,500 2 2,500 3 4,000
7 0 0 24 30,800 24 30,800
8 0 0 25 30,500 25 30,500
9 12 11,900 45 47,395 57 59,295
10 1 1,000 9 10,300 10 11,300
Total 22 26,400 180 203,992 202 230,392

Ministry’s Response: The Head of the Budget Agency acknowledged this finding and stated that due to the
COVID-19 pandemic, they are not in a position to report the true status of these projects.

Recommendation: The Audit Office recommends that the Head of Budget Agency obtain these reports and
submit same for audit. (2019/178)

522.  The table below provides a summary of the status of the Presidential Grants based on information
submitted for audit. It should be noted that the four Village Councils which did not uplift payments totalling
$2.518M, were also part of the 180 Councils that did not submit information on Presidential Grants they
had received.

Ne, of Expenditure
Councils $°000 Status
16 19,400 | Project completed
6 7,000 | Work/services in progress
180 203,992 | Information not submitted for audit
202 230,392

Ministry’s Response: The Head of the Budget Agency acknowledged this finding and stated that due to the
COVID-19 pandemic, they are not in a position to report the true status of these projects.

Recommendation: The Audit Office recommends that the Head of Budget Agency obtain the reports and
submit same for audit, to corroborate its (Ministry) response. (2019/179)
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523.

Hinterland Employment Youth Services (HEYS)

The sum of $182.795M was expended on the HEYS programme during 2019. This included the

payment of stipends, stimulus grants to individuals to set up small projects, purchases of items and
equipment for training, and meals, accommodations and travelling for the execution of the training
programme. The table below summarises the expenditure for the year.

524.

Description Amount
$°000

Stipend 19,302
Ration Allowance 1,120
Miscellaneous Expenses 1,206
Purchase of field & office supply 3,931
Purchase of Assets 1,458
Reimbursement of Expenses Incurred 4,751
Payment for Football Coach 181
Repairs to Excavator 9,469
Recoupment of Imprest 4,546
Meals and Refreshments 2,906
Meals, Accom. & Travelling 3,562
Air & Land Transportation 10,572
Stimulus Grants (Cash) 10,700
IDWs 109,091
Total 182,795

Stimulus grants amounting to $112.110M were paid during the year.

Included in this sum were

amounts totalling $102.010M and $10.100M that were paid through Inter-Departmental Warrants and Cash,
respectively. The table below summarises the expenditure.

525.

Cash

Particulars IDW Payments Total

$°000 $°000 $°000
Region Ne. 1 40,300 0 40,300
Region Ne. 2 750 4,800 5,550
Region Ne.3 0 3,550 3,550
Region Nes. 4 & 10 4,150 0 4,150
Region Ne.5 0 600 600
Region Ne. 6 0 1,150 1,150
Region Ne. 7 12,200 0 12,200
Region Ne. 8 16,950 0 16,950
Region Ne. 9 33,350 0 33,350
Miscellaneous 50 0 50
Refund on IDWs (5,740) 0 (5,740)
Total 102,010 10,100 | 112,110

Stimulus grants were awarded to youths upon completion of training programmes. The grants are

awarded in the sums of $100,000 and $50,000 for special and ordinary grants, respectively. According to
an annual report prepared by the HEY'S Department, a total of 2,131 youths from 219 villages/communities
enrolled and completed the Cluster Programme.
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526. The 2,131 youths were paid the ordinary grant, which amounted to $106.550M. Forty-four of the
said youths were also paid special grants, which amounted to $4.4M, bringing total payments to
$110.950M. However, according to the IFMIS Account Analysis Report, the sum of $112.110M was
expended, giving an unexplained difference of $1.160M.

Ministry’s Response: The Head of the Budget Agency noted these findings and explained that the Ministry
is in process of seeking clarity through the Ministry of Finance on this matter.

Recommendation: The Audit Office recommends that the Head of Budget Agency investigate the
unexplained difference of $1.160M, and submit the results for audit. (2019/180)

527.  Further, documentation stipulating the criteria for the payment of the special grants were not
submitted for audit. As a result, the basis for the payments of the special grants could not be verified.

Ministry’s Response: The Head of the Budget Agency noted this finding and are making efforts to have
the instrument used to validate their actions.

Recommendation: The Audit Office recommends that the Head of Budget Agency submit the criteria used
for the award of special grants, so that the accuracy and propriety of the payments can be determined.
(2019/181)

528.  According to the IFMIS Account Analysis Report, the sum of $5.740M was refunded on IDWs for

stimulus grants. However, an examination and analysis of Financial Returns for the twenty-two IDWs for
stimulus grants revealed that unspent balances amounted to $0.650M, giving a difference of $5.090M.

Ministry’s Response. The Head of the Budget Agency has noted this finding, and further stated that the
Ministry was working with the Ministry of Finance to resolve this matter.

Recommendation: The Audit Office recommends that the Head of Budget Agency investigate the
unexplained difference of $5.090M, and submit the results for audit. (2019/182)

Capital Grants

529.  Amounts totalling $144.891M were paid over to thirty-seven Village Councils for the execution of
various capital projects. See summary as per Region in table below:

Region Ne. of Amount
Ne. Villages $°000
1 10 57,030
2 5 9,279
3 1 2,500
4 1 1,503
7 5 21,500
8 5 9,729
9 8 39,035
10 2 4,315
Total 37 144,891
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530. Itshould be noted that fifteen payments totalling $36.371M were processed on 2 January 2020, that
is, after the close of the financial year. The following table summarises the payments to the Councils:

Region Name of Amount
Ne. Village Council $°000

Wauna/Tobago 1,100

Koriabo/Arukamai 1,439

1 Kwebanna 5,000

Santa Rosa 5,000

Santa Rosa Island 1,000

Warapoka 2,000

5 Wakapau 780

St. Monica 923

7 Phillipai 159

Pai Pang 1,500

Awarewaunau 435

9 Surama 1,035

Sand Creek 1,500

Nappi 5,000

10 Rockstone 9,500

Total 15 36,371

531.  The processing of transactions after the close of the financial year is a breach of Section 43 of the
FMA Act. Further, it was unclear why the Ministry processed these transactions after the close of the
financial year 2019, given that the capital grants were approved for the financial year 2019.

Ministry’s Response:. The Head of the Budget Agency acknowledged this finding and promised to desist
from such in the future.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure full compliance
with the Section 43 of the FMA Act. (2019/183)

532. It should be noted that Kwebanna Village Council was awarded a capital grant of $10M. The first
payment of $5M was uplifted in September 2019. However, the second payment of $5M which was
processed on 2 January 2020, was uplifted one year after until 9 September 2020. The second payment
should have been refunded in keeping with the requirements of Section 43 of the FMA Act.

Ministry’s Response: The Head of the Budget Agency acknowledged this finding and promised to desist
from such in the future.

Recommendation: The Audit Office recommends that the Head of Budget Agency ensure full compliance
with the Section 43 of the FMA Act. (2019/184)

533.  Due to the COVID-19 guidelines and restrictions, the Audit Office was unable to visit the Village
Councils to examine the relevant projects’ records. Verification of goods acquired and works completed
could also not be done. Notwithstanding this, the Audit Office requested the Ministry to facilitate the
provision of the relevant records from the Village Councils.

534. At the time of reporting, only two Village Councils submitted reports for audit. The submissions
represented approximately five percent of the Village Councils to whom payments amounting to $7.228M
were made. The payments also represented approximately five percent of the total capital grants paid to the
Village Councils.
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535.  Furthermore, thirty-five of the Village Councils, which is approximately ninety-five percent of the
thirty-seven Village Councils, did not submit reports. Total payments to these thirty-five Councils
amounted to $137.663M, which also represented approximately ninety-five percent of the total capital
grants paid to the Village Councils. The following table summarises the (non)submission of reports by
Region:

Region Reports Submitted Reports Not Submitted Total Total
No Ne. of Amount Ne. of Amount No, of $°000
- Councils $°000 Councils $°000 Councils
1 0 0 11 57,030 11 57,030
2 0 0 5 9,280 5 9,280
3 0 0 1 2,500 1 2,500
4 0 0 1 1,503 1 1,503
7 0 0 5 21,500 5 21,500
8 1 2,228 2 7,500 3 9,728
9 1 5,000 8 34,035 9 39,035
10 0 0 2 4,315 2 4,315
Total 2 7,228 35 137,663 37 144,891

Ministry’s Response: The Head of the Budget Agency acknowledged this finding and explained that
because of the pandemic the Ministry did not visit Villages or allow Councillors to visit the office, therefore
it was difficult for them to ascertain the true status of these projects.

Recommendation: The Audit Office recommends that the Head of Budget Agency obtain the reports and
submit same for audit, to corroborate its (Ministry) response. (2019/185)

Air, Land and Water Transport

536.  The sum of $64.692M was provided for the purchase of boats, engines, buses, vehicles and ATVs.
Amounts totalling $64.650M were expended. Included in the sum expended was an amount of $2.6