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FOREWORD

In this Annual Report I present the results of our work for the past year.
We have conducted the financial audit of the Public Accounts, compliance
audits of Ministries, Departments and Agencies as well as schools and
vocational institutions. I also report on the audits of Public Enterprises and
Commissions. This year we did performance audits on the Rehabilitation of

Prisoners, Allocation of Lands, the Rehabilitation and Maintenance of
Feeder Roads and Waiting Time on the Processing of Retirement Benefits.

These are summarised in this report. The reports also include a summary

chapter on audits of local councils, local chiefdoms, and on schools with a
particular emphasis on the Girl Child Program. In short, I report on all our audit activities so as to provide a
comprehensive picture of the work of my office.

Audits are conducted in compliance with professional auditing and ethical standards generally recognized
around the world.

In each of the past two years I commented that we had a long way to go in improving the quality of public
financial management in Sierra Leone. We are getting better but at a very slow pace and advancing public
financial management continues to require urgent attention by the government and public officials.

I think of my report as having overarching themes. This year there is a focus on cash management and the
need to dramatically improve internal auditing. Within the Ministry of Finance and Economic Development,
more specifically the Accountant General’s Department, there is a need to address the nature of the modified
cash basis of accounting as well as both the quality and accuracy of accounting. The very definition of what
constitutes the government accounting entity remains to be considered, as at present all government bank
accounts are not included in the Financial Statements of the Government of Sierra Leone.

The most basic elements of internal control including record-keeping, protection of assets and segregation of
duties need fixing in many MDAs. Losses from a failure to abide by procurement laws and regulations are
eroding public trust in government. There is still a lack of awareness that as public servants we all are
accountable to Patrliament and the citizens for managing public funds with due regard and probity. The
management of the national pension trust, NASSIT, is of particular concern to me and this is reflected by its
inclusion in a separate chapter in my report. The findings on governance, control and asset valuation in that

agency should be a major concern for parliamentarians and all citizens. 1 commend this report to all.

In the course of the past year my staff and I have received considerable cooperation and assistance from the
organisations and entities we audited. I would like to take this opportunity to express my thanks and
appreciation to them all.

W

Lara Taylor-Pearce (Mrs.) FCCA FCASL



EXECUTIVE SUMMARY

About this Executive Summary

This executive summary draws on the main points of each chapter in this annual report. Where
necessary, further explanations are added so that on the whole, the summary is a standalone chapter
that accurately reflects the overall content. It is laid out in the same sequence as the chapters in the
document. Readers seeking more detailed information need only go to the individual chapters.

The Role of ASSL

We are the guardians of the public purse and Sierra Leone’s economic security. Acting in a
professional, ethical and transparent manner, we audit and report on the stewardship provided by the
government over moneys received - whether from taxpayers, donors or others - and related
expenditures from these funds.

Through independent professional audit, we establish to a reasonable level of assurance that public
moneys are used by the government in the manner intended by Parliament. We assess how and
whether these funds are being clearly and accurately reported by government and how they are used

in terms of economy, efficiency and effectiveness.

We report to Parliament in the first instance but also to the citizenry of Sierra Leone and other
stakeholders.

The Public Accounts
The most significant outcome of my audit work for 2012 has been the issuance of an Adverse
Opinion on the Financial Statements of the Government of Sierra

Leone. It is my professional judgment that this was appropriate in
the circumstances.

The financial
A few words on the types of audit opinion options available to me statements do not

and the differences between them, may be helpful to the non- give a true and fair

technical reader. The Auditor’s Report is an expression of the . .

] ] ) r ] o view ... put simply,
auditor’s professional judgment and its prescribed form is dictated the fi ial
. . . . e financia
by international standards and good practice recognized around
. . . . statements are
the wotld by public and private sector audit practitioners. I may

issue an unqualified or modified opinion on the accounts. An misleading.

unqualified opinion — the most desirable - arises where the

financial statements provide a true and fair view of financial
position and performance. Modified opinions are classified as
either an adverse opinion or a disclaimer of opinion. An adverse opinion is issued where the auditor
has sufficient and appropriate audit evidence to support the assessment that the financial statements
do not present a true and fair view. A disclaimer of opinion — the least desired - is considered more
serious than an adverse and arises where the auditor does not have sufficient and appropriate audit
evidence to form an opinion, one way or the other. In either case, for a modified opinion the audit
evidence must be material (i.e. significant) and pervasive (i.e. throughout the financial statements).
Last year (2011) I issued a disclaimer of opinion. This year, I have issued an adverse opinion. This is



very serious indeed. It does signify that the quality of audit evidence available to me was sufficient,
unlike in 2011, to at least form an opinion albeit an adverse one. There continues to be matters of the
gravest concern that adversely impact the quality of the financial statements. Put simply, the financial

statements are misleading.

The reasons for this year’s adverse opinion are found in the clear evidence of material and pervasively

erroneous amounts and inaccurate assertions throughout the financial statements as a whole. These

are laid out in my Auditor’s Report in Chapter 4 but may be summarised briefly as follows:

= Note (2) to the accounts asserts that they have been prepared using the IPSAS Accrual
Accounting Standard, an international standard, as far as practicable, and that they also comply
with International Financial Reporting Standards. However, a review shows clearly that the
accounts do not comply with IPSAS and further, there is no basis in the standard for partial
compliance. So the assertion, as far as practicable, is not an option. It is all or nothing,.

=  External Public Debt disclosed in the financial statements was materially understated by Le93.4
billion. In addition, recorded foreign exchange gains and losses in respect of External Public
Debt are incorrect. However, in this case I was unable to estimate a potential amount of the
misstatement because of insufficient information presented for audit inspection.

®  Treasury Transit Accounts were used by the National Revenue Authority to collect money on
behalf of Government. Moneys from these accounts should have been transferred to the
Consolidated Fund at close of business on 315t December, 2012. However, this was not done.
Consequently, Government Domestic Revenue for the year ended 31st December, 2012 as
presented in the Public Accounts, did not include all moneys collected and was, therefore
understated in an estimated amount of Le8.7 billion.

®=  Government Bank Balances disclosed in the Public Accounts were not free from material
misstatement. Some amounts were included in error. I estimate the net effect of the over and
under amounts to be Le18.6 billion.

Issuing an Adverse Opinion is a very serious matter for the country which should not be taken
lightly, especially in view of my disclaimer given in 2011. Unfortunately, based on the facts revealed
by the Public Accounts audit and, indirectly on the results of the many other audits undertaken by my
office throughout 2012, that was unavoidable.

Strangely, the various issues giving rise to my adverse opinion, while very serious in terms of their
effect on the accounts, are not profound or even complex but there is an urgent need to deal
effectively with them. There needs to be a willingness to better address public financial management
and to use the strong enforcement available in existing well-established laws and regulations to
greater effect. If that was done the matters could be put right quickly, just as other countries have
been able to do. That is the responsibility of the government and all public officials.

The matters found in our audits relate to very basic accounting accuracy, internal control,
accountability and governance issues and, not for the first time, they plague public financial
management in this country. Many items have been reported in the past and are not difficult to

correct if there is the commitment and will to do so.



There are three related themes running through this Annual Report that go to the heart of my

Adverse Opinion on the Public Accounts.

=  There continues to be a wide disregard for reconciling cash book records to bank statements on
a regular basis, preferably monthly. As I said in 2011 there is very little skill involved in
preparing bank reconciliation. The procedures can be taught in less than a day to any clerk with
basic numeracy and does not need the training of a professional accountant. Managers at all
levels must impose the discipline, get the job done

and rigorously follow-up the errors and
omissions. Discrepancies must be investigated and

officials must learn to follow the money, wherever - procurement deviations from
that may lead. MoFED is making a start. The laws and regulations amounting
ministry is looking at applying greater controls to Le24,225,042,005. The

over government bank accounts by implementing governance, legal and

the Treasury Single Account (TSA) concept in enforcement framework
government banking. I comment on this initiative contained in the National
further below and commend the responsible Procurement Act 2004 is
officials for at least starting to take action. I basically well designed but the

caution, however, that without basic bank account will to make it work seems to be

reconciliations, simple as they are, and rigorous missing.

follow-up of discrepancies, not a great deal will be

accomplished.

®=  The NRA is to be complimented on the increased
revenue collection it is said to be achieving, some of which no doubt is due to increased
economic activity in Sierra Leone'. However, in terms of internal control not much has changed
since my comprehensive chapter on the NRA in 2011. Governance at the NRA continues to be
weak and systems of internal control even weaker. Based on our follow-up work on last year’s
recommendations and other audit sampling done for 2012, little seems to have been done to
rectify the serious shortcomings in the financial and operational controls we pointed out.

®  Failure to comply with procurement laws and regulations remains endemic and is a bigger
problem to tackle successfully. Our audit work on the Public Accounts and in MDAs suggests
procurement deviations from laws and regulations amounting to Le24,225,042,005. The
governance, legal and enforcement framework contained in the National Procurement Act 2004, is
basically well designed but the will to make it work seems to be missing. For many jurisdictions
the elimination of collusion between suppliers on the one hand, and between public officials and
suppliers on the other, is an issue that is inherently difficult to detect and prove to the
evidentiary levels required by the justice system. In Sierra Leone there needs to be more rigorous
enforcement of NPPA requirements by managers who should be held to account, and where
necessary, the involvement of the Anti-Corruption Commission.

1African Development Bank Group - Driven by the mining sector (particularly iron ore), real GDP growth accelerated from 6% in
2011 to 16.7% in 2012 as a consequence of iron ore production. It has also been supported by agriculture, services and an
expansion in construction. GDP growth is projected to stabilise around 7.2% in 2013 before reaching 12.1% in 2014 as iron ore
projects become fully operational.



There needs to be a shift in the culture that accepts petty and grand corruption as the norm, to a
culture of willingness by public servants to follow the money when things go wrong. As citizens,
none of us should ever accept or condone the idea that we live in a kleptocracy and can do nothing

about it. Yes we can.

In the following sections of this executive summary I provide In MDAs audit
high level views of what was revealed by our audits this past committees are rare
year. I commence with common issues that are found across all

and they are solely
MDAs, PEs, Councils and Schools.

created at the discretion
of the vote controller.
The result is that MDA
vote controllers can

Common Issues

Several matters that are common to virtually all MDAs, PEs,
Councils, Chiefdoms and Schools are as follows:

*  Huge procurement irregularities. effectively undermine

* Payments without supporting documents. the independence of the
*  Payments without adequate supporting documents. internal audit function.

= Imprests without retirement details.

=  Withholding Tax not deducted and paid to the NRA.

=  Stores items not taken on ledger charge.

®  Monthly bank reconciliations not prepared.
® Fixed assets registers not maintained.
® Fixed assets registers not updated.

=  No effective internal audit units.

Internal Audit

Based on our review. we Based on our review, we conclude that internal audit as
’

conclude that internal practiced throughout MDAs in particular is not as effective as it

audit as practiced
throughout MDAs in
particular, is not as

needs to be, given the complexity and stage of development of
Sierra Leone’s public sector. On the Institute of Internal
Auditors Research Foundation’s Internal Audit — Capability Model
the function attains only Level 1 while tending towards Level 2

effective as it needs to (from a possible 5), which is to say, it has sustainable internal

be given the complexity

audit practices and procedures but these are not yet well
and stage of established throughout the public sector. In short, there is
development of Sierra ample room for improvement.

Leone’s public sector.

Internal audit policy as set out officially in the Internal Audit
Manual for Ministries Departments and Government Agencies largely

complies with the Institute of Internal Auditors’ international
standards for the practice of internal audit. There are parts of
the manual that merit revision. For example it places internal audit working papers in the public domain once
the report has been issued. Working papers are the work product of internal audit and should not be in the
public domain.



Internal Audit Charters, considered a key component for defining roles and responsibilities for internal
auditors and stakeholders alike, largely do not exist in MIDAs although a draft charter is set down in the
manual and was disseminated for adaptation and adoption.

A central audit committee exists under the aegis of the I'S. In MDAs such committees are rare and are
solely created at the discretion of the vote controller. The result is that MDA vote controllers can

effectively undermine the independence of the internal audit function.

Although the salaries of the internal audit cadre are almost all paid from the MoFED budget, allocation
of other resources in MDAs depends on the goodwill of the vote controllers. Resources such as
adequate accommodation, file space, computers, printers, photocopiers, etc. are not adequate for many
internal audit units to do their jobs effectively. Indeed, many MDA’s internal audit functions are given
little or no resource allocation and can thus be rendered ineffective — see Table 6.3, Internal Audit
Resources by MD.As, below.

Working paper files are substantially non-compliant with the manual. One reason for this deficiency is
that audit kits or templates based on the manual that would shape compliance have not yet been

developed.

Internal audit reports do not fully comply with the requirements of the manual although reports in the

sample we reviewed, thou deficient in terms of

standards, were still useful and well written.

Some 32% of the Trust's

National Social S i nd In n Trust .
ationa octa ecurity a surance Lrus funds, valued at cost, are tied

(NASSIT)

. . up in investments and loans
There are fundamental problems in processing and P

paying retirement benefits that need to be addressed. to subsidiaries and associated

During the period 2008 to 2012, it took NASSIT an companies, which are largely

average of 58 days to process and deliver payments to commercial in nature; some

retirees. The objective to promptly process and pay old of these appear to have lost

age benefits within NASSIT’s target of 15 days was not value significantly. ... The

met in 2012. We also noted the following: Board of Trustees is failing in

=  Would-be retirees were not notified by NASSIT its responsibility to provide
prior to their retirement. control and supervision as

® There were long waiting times for the provincial required by Section 8(1) of
regions with north and south taking on average an the NASSIT Act 2001

additional 13 days.
® Private sector pensioners with contribution gaps

had an average waiting time of 85 days.

= Members were not well sensitised on how to apply for their benefits before retirement. This
seems to be why most retirees could not present the complete set of documents at their first
applications and also promptly collect their cheques when available.

® NASSIT had only validated 13,638 out of 59,442 eligible employees of the Government of Sierra
Leone whose past services NASSIT should have validated by 2011.



® The Trust does not have a file tracking and retrieval system at the records section and the files
were not properly stored.

=  The NAPOS computer system computes benefits twice a month. Benefit applications coming in
after a run date are not processed until the next run date.

There are other serious problems at the most basic levels which need to be addressed. The systems

and procedures by which the Trust collects contributions, pays benefits and also the manner in which

Trust funds have been invested need to be considered by the Board as a matter of urgency. The

deficiency in these systems would seriously affect the capability of the Trust to achieve its statutory

mandate. Some of these deficiencies are as follows:

® The audited financial statements of the Trust subsidiaries and associates, namely Sierra Ferries
Ltd. and West Africa Holding Ltd. were not provided.

= There were stale-dated cheques totalling 1.e815,292,000 arising from non-collection of retirement
benefits and gratuity payments.

® The Trust did not prepare consolidated accounts incorporating its subsidiaries, associates and
joint ventures as required by accounting standards.

= US$225,000 was paid to SBTS Group as systems maintenance fees although no contract existed.

® Loan agreements, totalling 1.e7,020,717,000 were not made available for audit inspection.

NASSIT has made some progress on ICT with the upgrade of NASSIT Area Pension Operating
System but much more work is needed to improve

overall operating efficiency and effectiveness.

Some 32% of the Trust's funds, valued at cost, are tied The failure to address

up in investments and loans to subsidiaries and fundamental weaknesses in

associated companies, which are largely commercial in its investment decisions,

nature; some of these appear to have lost value contribution collection and

significantly. Section 7(2) of the National Social Security
and Insurance Trust Act (2001) states that:

“The Board shall, in approving any investment, take into

the payment of benefits lead
us to conclude that that
Board of Trustees is failing in

consideration the following: its responsibility to provide

a. the safety and yield of the investment;

control and supervision as
required by Section 8(1) of
the NASSIT Act 2001.

b. the liquidity of the investment;
c. the need to maintain the real value and spread of
the investment;

d. the maintenance of the fund and diversification of

the portfolio of the investment; and
e. the harmony of the investment with the public
interest.”

We are not saying or implying that in undertaking such investments and loans the Board is acting
ultra vires the Trust’s enabling legislation. That would be a matter for a formal legal opinion and we
have not requested such an opinion from a legal counsel. However, what is apparent is that some of
these investments and associated loans, despite the ostensibly sound business plans to support them
initially, are now of doubtful value, seriously impaired and do not meet the liquidity test inherent in
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Section 7(2)(b) quoted above and perhaps never did. We do appreciate that there is social capital
associated with some of these investments and therefore they may fall within the meaning of Section
7(2)(e) but it seems to us that investments need to substantively comply with all of section 7(2).

The failure to address fundamental weaknesses in its investment decisions, contribution collection
and the payment of benefits lead us to conclude that that Board of Trustees is failing in its
responsibility to provide control and supervision as required by Section 8(1) of the NASSIT Act
2001.

Performance Audit

We submitted two Performance Audits to Parliament during 2013. The overall results have been
described in Chapter 7. What follows here is a succinct note on each performance audit with the
exception of Waiting Time on the Processing of Retirement Benefits, which is contained in Chapter
5 on the review of NASSIT’s operations.

= Rebabilitation of Prisoners

Convicted prisoners did not fully participate in the vocational and adult literacy programmes on
offer. The Reception Board was inactive in the Western Area during the period under review and the
Board was not established in any of the provincial prisons visited as required by the 1961 Prisons
Rules. Some prison facilities did not have rehabilitation facilitators and in certain cases the available
facilitators were not trained to deliver the programmes efficiently or effectively. There were no
written policies and procedures covering rehabilitation programmes and there were no timeframes
for completing the programmes. There was no Discharge Board and discharged packages/start up

kits were not given to rehabilitated prisoners at the end of their prison terms.

= Allocation of Lands

The general conclusion from the findings is that there was failure on the part of the Ministry to
establish a comprehensive policy framework, operational manual, etc., to ensure the optimal
allocation and development of state lands. Necessary measures were also not instituted before and
after allocation to ensure that areas allocated were free from any form of restrictions by external

parties such as land squatters and encroachers.

=  Rebabilitation and Maintenance of Feeder Roads

Rural feeder roads in the country are still in a poor state as a result of the noncompliance with the
National Rural Feeder Roads policy. There was no value for money in the implementation of feeder
road works during the period under review. Contractors were paid the full contract sum even when
failing to complete road works. We also found out that unacceptable materials like logs were used in
constructing bridges and culverts which would in future shorten the expected life span of the road.

Rehabilitation works were not efficiently supervised and monitored.

Ministries, Departments and Agencies

We estimate there have been cash losses to the public purse of Le82,146,575,696. As in previous
years this has occurred for a number of reasons; some inter-related. Overall we strongly suggest that
public financial management has much room for improvement in all MDAs. For example:

11



®=  Monthly bank reconciliations are not carried out in most MDAs. This is a fundamental failure of
internal control over cash and banking procedures. This control should also be undertaken by
persons with no access to the physical cash or bank statements, i.e. there should be segregation
of duties between those handling cash and accounting for it.

=  There are significant weaknesses in the management of revenue in most if not all of the revenue
generating entities. For instance, transferring funds to NRA is subject to unnecessary delay.

=  We noted many cases where withholding taxes were not deducted from suppliers or contractors.

= A perennial problem, payments without adequate supporting documents like invoices, receipts,
delivery notes, etc. persists in almost all the MDAs.

=  Several significant lapses were observed in procurement procedures, resulting in incomplete
transactions and hence unsatisfactory service delivery.

®  Moneys intended to be managed by imprest accounts are not propetrly closed out or accounted
for with the result that controls over imprest accounts are weak and allocating expenditure
accurately to ledger accounts is seriously impaired.

=  Fixed assets, stores and fuel records are not adequately recorded in applicable registers and other

records.

In addition, all too frequently requested documents were not made available to our auditors for
review although this has improved over previous years. The extent to which our recommendations
for improvement in controls remain unimplemented is not acceptable and many entities have failed
to make adequate, if any, responses to our findings. The findings do not inspire confidence that
resources are being managed optimally with due regard for economy, efficiency and effectiveness or
fully in accordance with the intent of Parliament.

Public Enterprises and Donor Projects

In general and across virtually all Public Enterprises and Commissions the significant matters
identified in the audit examinations fall into the following areas:

® Poor bank, cash and imprest account management practices;

=  Missing supporting documentation for transactions;

® Inadequate use of or a failure to use Asset Registers; and

=  Failures to deduct withholding tax from supplier remittances.

There are also instances of pootly managed or largely non-existent document filing systems;

inadequate personnel records; payroll calculation errors and ineffective internal audit departments.

These observations suggest a need for greatly improved financial management with a clear focus on
basic principles of internal control, e.g. regular bank reconciliations, appropriation segregation of
duties and sound procedures for authorizing, recording and reporting transactions.

City, Municipal and District Councils
The Financial Statements of nineteen Councils were submitted for audit before, or shortly after, the
legislative deadline of 31st March, 2013.

The audits of the operations of the local councils indicated that the financial management of the
Councils needed to be improved with a clear focus on basic principles of internal control and proper

12



records management. Significant matters identified in the audit examinations across all Local
Councils fall into the following categories:

= Inadequate budgetaty processes;

= Reporting and presentation of financial information;

= Breaches of Procurement Act and Regulations;

= Hxpenditure not supported by relevant documentary evidence;

* No guidelines for the payment of Councillor Sitting Fees and other allowances;

= Statutory deductions not paid over to the relevant authorities;

= Inadequate control over the collection, recording and reporting of financial transactions;

= Set targets of the Performance Management Contract not met;

= Internal audit control Environment; and

= IT control environment.

These observations are expanded on in detail below and in even greater detail in the individual
Councils’ Reports submitted to the Minister of Local Government and Rural Development.

Local Chiefdoms
The audits of Local Chiefdoms focused primarily on the collection and administration of local taxes

and other revenue generated by Chiefdom Councils which were deemed as high risk areas.

According to the Local Government Act of 2004, the Chietdom Councils’ significant role is to
ensure that revenues raised from local taxes and from mining revenues other than those collected by
the Government are shared between itself and the Local Councils

In general and across virtually all Local Chiefdoms the significant matters were identified in the audit
examinations.

Schools
Controls over the processing of the Girl Child School program were weak. This apparent lack of
control has resulted in:

®  Refunds procedures not fully complied with by schools;

*  Refunds not paid over to parents/guardians;

*  Refunds being made to ineligible beneficiaries; and

*  Unclaimed refunds not being paid over into the Consolidated Revenue Fund.

Payroll records were pootly managed. As a result of poor records management, staff members did
not have personal files and some existing files lacked vital information such as offer and acceptance
of employment letters, Employment Data (ED) Forms, etc. Unclaimed salaries were not paid back
into the Consolidated Revenue Fund. The names of staff that had attained the statutory retirement
age of 60 years were still on salary vouchers. Some staff members/ teachers whose names wete on
the salary voucher could not be physically verified.

13



INTRODUCTION

The role of the public service is to promote probity, integrity, economy and efficiency in the effective
delivery of government policy as approved by Parliament. Strong financial management is a key
component of good public administration. Our role as the external auditor of government activities is
to be an independent professional voice assessing how well the government, supported by the public
service, delivers services generally and public financial management in particular. We are concerned
about government expenditure and equally with orderly and equitable collection of government
revenue from all sources. Part of our role, through our audit reports, is to build the confidence of all
stakeholders in our State institutions when warranted and to criticize them when necessary. Only a
well-functioning Sierra Leone can deliver the essential support and services that the citizens elected
our Parliament and government to provide. Without criticizing government policy — which it is not
within our remit - we examine and report on how well government is doing in terms of legal
compliance and regularity as well as its performance in regard to economy, efficiency and
effectiveness of its operations.

The role of ASSL then is to review government’s performance as the custodian of public funds and
to ensure that they are used in the manner intended by Parliament as well as being clearly and
accurately reported. We are getting better at performing our role and are reaping the benefits of
focused recruitment of talented staff, quality control initiatives, audit training as well as donor funded
capacity building. In our work we comply with INTOSAI professional and ethical standards and,
recognising our need to keep developing, we avail of their training to strengthen our professional
staff.

In the past year ASSL has continued to deliver internal training seminars and workshops. Selected
members of our staff have attended training overseas as well. Currently in the environs of Freetown
ASSL operates from a number of locations including the Youyi and Lotto buildings. Construction
continues on a new headquarters at Tower Hill which will permit consolidation of all Freetown staff
into one. Occupancy is expected in 2014.

Our greatest need continues to be building our professional resources. We have been active and
enjoyed some considerable success in recruiting young graduates from local universities. Upon hiring,
the graduates are encouraged to pursue certification as full members of the professional accounting
bodies. We have also been able to attract experienced professionally qualified staff from the domestic
market into mid and senior level positions. As ever, more financial resources are needed as we pursue
the improvement of public financial management as is our mandate under the Constitution, the Audit
Service Act and other related financial legislations.

Mandate

Section 119 of the Constitution of Sierra Ieone mandates the Auditor General to audit the Public
Accounts of Sierra Leone and all public offices, including the Courts, the accounts of the Central and
Local Government Administration, of the university and public institutions of like nature, statutory
corporation, company or other body and organisation established by an Act of Patliament or
statutory instrument or otherwise set up partly or wholly out of public funds shall be audited and
reported by or on behalf of the Auditor General.

14



In addition, the Audit Service Act, 1998 sets down inter alia the organization of the Audit Service, also
under section 64(4) of the Government Budgeting and Accountability Act 2005 the Auditor General has the
right to surcharge any person in certain circumstances.

ASSL’s Vision

Audit Service is guardian of Sierra Leone’s economic security.

Mission Statement of ASSL

To continue to be a respected, agile, merit-based and ethically transparent institution dedicated to
assuring the productive stewardship of the investments of taxpayers and other stakeholders, and
safeguarding of the citizen's interest in the public sector.

Reading this Report

In addition to this Introduction there are several sections to this report. Each deals separately with

discrete components of the activities of government. The sections are as follows:

* My Audit Opinion on the financial statements of the government of Sierra Leone for the yeat-
ended December 31, 2012, officially known as the Public Accounts, and related comments on
the audit examination findings.

= A chapter setting out our review of internal audit in MDAs.

*  Matters arising from two audits of the National Social Security and Insurance Trust (NASSIT).

* A summary chapter describing three performance audit reports previously submitted to
Parliament as Special Reports under section 66(4) of the Government Budgetary and
Accountability Act, 2005.

*  Findings arising from compliance audits conducted in those entities charged with delivering
specific programs of the government. In short, Ministries, Departments and Agencies with
explicit responsibilities for aspects of our system of governance, such as, finance, education,
health, security and defence.

= Matters arising from audits of those organisations set-up as separate legal entities to conduct
parts of the business of government. These are the many parastatal enterprises and commissions
which though separate from government are nonetheless part of it.

*  Finally there is a Section on our findings during the audits of schools, with a special focus on the
Girl Child Program, and vocational institutions.

I have continued to use the plain language approach begun in my 2010 report. This is in the interest

of clarity and communicating unambiguously the facts as I find them about the condition of public

financial management in Sierra Leone and what needs to be done about it.

I recommend this report in its entirety to all citizens of Sierra Leone and in particular to our elected
representatives in Parliament. I recognise however that not everyone has either the time or
inclination to read all the details it contains. For readers not wishing to dive into the particulars, I
include at the beginning of each chapter a summary called Main Points. In these I set out three basic
matters:
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= What we examined - we describe what the audit looked at and in some cases what we did not look
at.
= Why it’s important — we make the case for the relevance and significance of an area or issue.

= What we found — the most significant findings of the audit.

The intention of Main Points is to succinctly convey quickly and accurately the major messages
arising from our work. They set out the key matters that came to our attention as we performed our
duties under the Constitution and the Audit Service Act which, in our judgment, need to be
addressed by the government and the public setvice and brought to the attention of citizens and
parliamentarians.

I would like to take this opportunity to express my thanks to the Parliamentarians, Ministers of

Government, public officials and to my own staff for the cooperation and assistance received in
conducting the work of the Audit Service Sierra Leone.

16



MAIN POINTS

4.1.
4.2.
4.3.
4.4.
4.5.
4.6.
4.7.
4.8.
4.9.

4.10.
4.11.
4.12.
4.13.
4.14.
4.15.

CHAPTER 4

AUDITOR GENERAL’S OPINION ON THE PUBLIC ACCOUNTS

TABLE OF CONTENTS

AUDITOR GENERAL’S OPINION ON THE PUBLIC ACCOUNTS........cccosiniiiiniicisiisisteiisisisssssisssssssens
FINANCIAL STATEMENTS OF THE GOVERNMENT OF SIERRA LEONE ..o
SOME COMMENTS ON THE PUBLIC ACCOUNTS.....coviirriremmerieneriemsesiesesisessessessesssessesssssesssssesssssessssssesseses

BASIS OF PREPARATION OF THE PUBLIC ACCOUNTS .......cooiiiiiiisisi s sssssssssens
CASH AND BANK ..ottt sisessesise e sis s s sse e ssesesesse st s ssse st s ssssssessssssessssssesssssessssssessssssesssssesssssessses

GOVERNMENT RECORD KEEPING (OTHER CHARGES)

PROJECT IMPLEMENTATION UNITS INCLUDED IN THE PUBLIC ACCOUNTS ..o
MISCELLANEOUS DEBTORS AND INVESTMENTS

EXTERNAL PUBLIC DEBT

PAYROLL

THE NATIONAL REVENUE AUTHORITY

DOMESTIC REVENUE

NONE TAX REVENUE (NTR)

THE TREASURY SINGLE ACCOUNT (TSA) CONCEPT

TABLE 1 OUTSTANDING ISSUES IN PREVIOUS AUDITS

17



MAIN POINTS

* What we examined
The audit examination of the Public Accounts is a risk-based audit. We select on a test basis a sample
of transactions from the Integrated Financial Information Management System (IFMIS) and examine
the underlying supporting documentation. We also verify the accuracy of the compilation process
used to create the financial statements and review the system of internal control in place including,
but not limited to, segregation of duties, authorization, record keeping and selected controls over
computer systems.

= Why it is important
The Public Accounts comprise a Statement of the Financial Assets and Liabilities of the
Consolidated Fund, a Statement of Financial Performance, a Cash Flow Statement and other Notes
of Explanations and Elaboration to the Public Accounts. These financial statements are an
expression of the Government’s accountability to Parliament and civil society on how well it has
exercised its responsibilities as custodian of the public purse. They are a report on the extent to
which the Government has complied with the intent of Parliament as no revenue or expenditure may

be collected or spent except as authorised by a parliamentary vote.

=  What we found
We found sufficient and appropriate audit evidence to support an Adverse Opinion on the financial
statements of the Government of Sierra Leone (the Public Accounts). The audit evidence was
sufficiently material and pervasive throughout the financial statements to render the financial
statements not to be a true and fair expression of the financial position and performance of the
government.

Issuing an Adverse Opinion on the accounts of the government is a very serious matter for the
country and an action not to be taken lightly especially in view of my disclaimer in 2011. However, it
is a matter of professional judgment based on the facts revealed by the Public Accounts audit and,
indirectly, on the findings of the many other audits undertaken by my office throughout 2012.

We found extensive issues on control over External Public Debt, Domestic Revenue and
Government Bank balances. A summary of these matters is set out below.

o Note 2 to the accounts asserts that they have been prepared using International Public Sector
Accounting Standards (IPSAS) Accrual Accounting Standard ‘as far as practicable’ and also
comply with International Financial Reporting Standards. However, a review of the financial
statements shows clearly that the accounts did not comply with IPSAS standards and further
there is no basis for partial compliance in the standards, so ‘as far as practicable’ does not arise
as an option.

o External Public Debt disclosed in the financial statements was materially understated by Le
93.4 billion. In addition foreign exchange gains and losses, in respect of External Public Debt,
as recorded in the financial statements are incorrect. However, in this case I was unable to
estimate a potential amount of the misstatement because of insufficient information presented
for audit inspection.
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o We had encountered similar problems with Public Debt in 2011 which led us to conduct a
review of the CS-DRMS computer system and the procedures around it used to manage public
debt issues. The review was conducted by a senior member of my staff with the assistance of
an international IT expert skilled in public debt management. It was disappointing to note that
none of the recommendations in our report had been acted upon. Indeed they have been
wholly ignored. We had received a commitment to move the Commonwealth Secretariat
Department Recording Management System (CS-DRMS) from the Bank of Sierra Leone to the
Public Debt Management Department at MoFED but even this has not occurred. For our
country not to be able to accurately account for its foreign and domestic public debt — as is
clearly the case here — should be a cause for embarrassment and a spur to action. Debt
management servicing amounts to 30% of the recurrent budget of the government;

consequently, managing public debt needs to be addressed as it is a material amount each year.

o Treasury Transit Accounts are used by the National Revenue Authority to collect money on
behalf of Government. Moneys from these accounts should have been transferred to the
Consolidated Fund at close of business on 31st December, 2012. However, this was not done.
Consequently, Government Domestic Revenue for the Year ended 31st December, 2012 as
presented in the Public Accounts, did not include all moneys collected and was, therefore

understated in an estimated amount of Le8.7 billion.

o Government Bank Balances disclosed in the Public Accounts were not free from material
misstatement, due to amounts from some accounts not being included, and others being
included in error. We estimate the net effect of the over and under misstated amounts to be
Le18.6 billion.

Strangely the various issues giving rise to my Adverse Opinion, while very serious indeed in
terms of their effect on the accounts, are not profound or even complex, yet there is an urgent
need to deal with them. With a stronger commitment and willingness to address public
financial management reform and strong enforcement of existing well-established laws and
regulations, the matters could be put right quickly as other countries have done. That is the
responsibility of the government and all public officials.

The matters found in our audits relate to very basic accounting accuracy, internal control,
accountability and governance issues and they plague, not for the first time, public financial
management in this country. Many of these have been reported in the past and ought not to be
repeated.

We are pleased to see MOoFED and the Accountant General’s Department addressing the creation
and existence of bank accounts through a project considering the adoption of the Treasury Single
Account (TSA) concept on which we comment further below. We also understand that as part of the
TSA project the over 1,000 bank accounts in the government’s name have been inventoried and
placed in a database. My office has never been provided with a comprehensive listing of these bank
accounts despite many requests over the years. Now that a comprehensive list has been created, we
want a copy of the database and will be formally requesting same.

There has also been some improvement in the storing and retrieval of records. A Store and Records
Centre situated at the Accountant General’s Department has been renovated. Obtaining sampled
transactions for audit purposes has improved. Responses to confirmation request for bank account
balances were 100% this year as opposed to 51% in 2011.
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4.1.

AUDITOR GENERAL’S OPINION ON THE PUBLIC ACCOUNTS

I have audited the accompanying Public Accounts of the Government of Sierra Leone for the year
ended 31st December, 2012. The Public Accounts comprise of a Statement of Financial Assets and
Liabilities of the Consolidated Fund, a Statement of Financial Performance, a Cash Flow Statement
and other Notes of Explanations and Elaboration to the Public Accounts.

Responsibility of the Ministry of Finance and Economic Development for the Public Accounts
The overall responsibility for maintenance, preparation and submission of the Public Accounts lies
with the Minister of Finance and Economic Development. Section 3(2) (h) of the Government
Budgeting and Accountability Act (GBAA), 2005 states that it shall be the responsibility of the
Minister to maintain subject to subsection (3) of section 119 of the Constitution and any other
enactment, the annual accounts of Sierra Leone and submit them to the Auditor General for audit and
cause to be published for general public interest”.

The responsibility of the Accountant General for the Public Accounts is in Section 12(1) (a) of the
GBAA, 2005 which states that the Accountant General shall be responsible for “... the compilation of
the public accounts”.

Other responsibilities include:

o designing, implementing and maintaining internal controls relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to
fraud or error;

o selecting and applying appropriate accounting policies; and

o making accounting estimates that are reasonable in the circumstances.

Responsibility of the Auditor General

The Public Accounts of the Government of Sierra Leone are subject to audit by the Auditor General
in accordance with Section 119(2) of the Constitution of the Republic of Sierra Leone, 1991. My
responsibility is to express an opinion on these financial statements based on my audit.

The audit was conducted in accordance with the International Standards of Supreme Audit
Institutions. Those standards require that I comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance whether the financial statements are free from material

misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal controls relevant to the entity’s
preparation and fair presentation of the financial statements 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 entity’s internal controls.
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An audit also includes evaluating the:
O appropriateness of accounting policies used;
o reasonableness of accounting estimates made;
o overall presentation of the financial statements; and
o adequacy of design and the effective implementation of internal controls.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide the basis for
my audit opinion.

Basis for Adverse Opinion

Basis of the Preparation of the Accounts

As explained in Note 2, the accounts assert that they have been prepared using IPSAS Accrual
Accounting Standards as far as practicable and also comply with International Financial Reporting
Standards. However, a review of the financial statements revealed that the accounts did not comply
with IPSAS standards and further, there is no basis therein for partial compliance in the standards.
An example would be that most expenses are recognised on a cash basis which is in contravention of
IPSAS 1. Revenue is also recognised only when received in the CRF whereas IPSAS 23 (paragraph
60) requires recognition when the taxable event occurs. Quite apart from these two examples there

are many other deviations from the standards in the financial statements.

External Public Debt

Accounting for External Public Debt contained many inaccuracies as demonstrated by the matters

described below:

o Confirmation received from World Bank/IDA Bank confirmed an amount of Lel.5 trillion;
however, this amount was understated in the accounts by Lel1.5 billion.

o We also noted that accrued interest on loans amounting to Le42 Billion was not recorded in the
financial statement.

o Exchange gains and losses in respect of External Public Debt recorded in the financial
statements were incorrect as I noted inconsistencies in the manner in which the amount
disclosed in the Public Accounts was arrived at. I was unable to estimate a potential amount of
the misstatement because of the insufficient information presented for audit inspection.

o Our initial review of confirmations received from Public Debt Management Division revealed
that an amount of Le236 billion recorded in the financial statements was not confirmed by the
creditors namely, China Line of Credit, BADEA and IDB. I attempted an alternative audit
procedure to ascertain the existence of these debts but only Le139 billion were substantiated by
these procedures leaving an amount of Le96 billion unsubstantiated.

o From our review of the adjusted Financial Statement, schedules and relevant supporting
documents, an amount of Le583 billion recorded as loan disbursement to Project
Implementation Unit (PIUs) was understated by Le 846 million in Appendix G of the Public
Accounts.

o Four (4) debts totalling Le8.5 billion recorded in the public debt management system (CS-
DRMS) were not disclosed in the financial statements.

o From our review of the schedule of commercial creditors, it was observed that an amount of
Le967 billion was understated in the accounts by Le30.6 billion.
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Domestic Revenue

Treasury Transit Accounts are used by the National Revenue Authority to collect money on behalf of
Government. Moneys from these accounts should have been transferred to the Consolidated Fund at
close of business on 31st December, 2012. However, this was not done. Consequently, Government
Domestic Revenue for the Year ended 31st December, 2012 as presented in the Public Accounts, did
not include all moneys collected and was, therefore understated for the following reasons:

Rokel Commercial Bank (RCB)

An examination of the transit bank statements and the Bank of Sierra Leone (BSL) statement showed
that the total collection by Rokel Commercial Bank was Le17.1 billion. of this only Le13.8 billion was
traceable to the available BSL. Bank Statement account number 110582, The difference of Le3.3
billion cannot be traced to the same BSL Bank Statement as at 31st December 2012. However, the
Bank Statement of Rokel Commercial Bank for Customs shows a nil balance as at 31st December
2012.

Guarantee Trust Bank (GTB)
Amounts totalling I.e794 million, purported to have been remitted to the Bank of Sierra Leone, could
not be traced to the available BSL bank statement.

From the daily payment of duties received by the bank on behalf of customs, it was observed that a
difference of Le2.5 billion was found between the bank statement and the ASYCUDA records.

Sierra Leone Commercial Bank
It was observed that an amount of Le 48 million was purported to have been remitted to the Bank of
Sierra Leone account number 110582, but it was not seen ot traced to the BSL bank statement.

Eco Bank
It was observed that an amount of Lel.6 billion was claimed to have been remitted to the Bank of

Sierra Leone account number 110582, but it was not seen or traced to the BSL bank statement

In the absence of bank reconciliations, comparing balances held at transit bank accounts with those
in the cash books, I was unable to confirm the existence of this key control which would provide

assurance that all revenue received had been banked and transferred to the Consolidated Fund.

Other Revenue
An item classified as ‘Earmarked Revenue’ amounting to Lel2.7 billion which was in the audited
Financial Statement was omitted from the adjusted Financial Statement and no explanation was given

to justify the omission.
Government Bank Balances

Government Bank Balances disclosed in the Public Accounts were not free from material

misstatement, due to the following reasons:
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o A total of Lel8.6 billion confirmed by various commercials banks was not recorded in the
Public Accounts.

o  Upon review of a sample of four Treasury Bank Reconciliation Statements to confirm whether
they agreed with the Bank Balances and General Ledger Account Balances, it was observed that
adjustments were recognised in the Bank Reconciliation Statements throughout the year. Some
were recognised as withdrawals and others as lodgments. For instance in the December Bank
reconciliation, an amount of Le2.4 billion was recognised as a withdrawal in the other charges
account and Lell million in salaries account. However, with the exception of credit being made
in the other charges bank account to reverse a previous double debit, there were no supporting
documents to substantiate the other adjustments.

o From our review of the adjusted accounts, we noted that balances in respect of Departmental
Accounts disclosed in the Public Accounts were bank statement balances instead of cash book
balances as is in the case of other balance with the Central Bank. This inconsistency in the
recognition of account balances in the account has led to a misstatement of Le0.5 billion.

Procurement

o We observed for most of the procurement undertaken by the Prisons Department for the
period under review that the method used was Request for Quotations (RFQ)), instead of
National Competitive Bidding, even though the contract amounts for each of the contracts
awarded were above the threshold for RFQs. The total contract prices amounted to Le16 billion

o Contracts awarded in respect of diet, textbooks and teaching materials by the Ministry of
Education totalling L.e16.5 billion were without award letters, contract agreements and delivery
notes.

o Contracts were awarded in various ministries for which procurement regulations were not
followed. The total contract price amounted to Le4.3 billion.

Non-Salary, Non-Interest Recurrent Expenditure and Domestic Development Expenditure
Payment vouchers with expenditure amounting to Lel2 billion were not supported by
appropriate documentary evidence.

Adverse Opinion

In my opinion, because of the significance of the matters discussed in the Basis for Adverse Opinion
paragraphs above, the Public Accounts do not give a true and fair view, of the financial position of
the Government of Sierra Leone as at 31st December, 2012 and its financial performance and cash
flows for the year then ended in accordance with section 57 of the Government Budgeting and
Accountability Act, 2005 and other applicable laws and regulations.

Emphasis of Matters

Miscellaneous Debtors

Note 7 to the Public Accounts disclosed a total balance of L.e8.1 billion for Miscellaneous Debtors as
at 31st December, 2012. No repayments on these debts were made to Government during 2013.
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= Other Matters
= Payroll
o A careful review of the payroll system revealed that 2,981 employees did not have National
Social Security and Insurance Trust Numbers.
o Amounts totalling Le96 million represented salaries paid to staff who had retired.
o 587 staff members of the Civil Service were above the retirement age and documents to justify
their continued employment were provided for only 27 of these, that is to say, documentary
evidence was not provided for the remaining 560.

=

Lara Taylor-Pearce (Mrs.) FCCA FCASL
Auditor General of Sierra Leone
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4.2, FINANCIAL STATEMENTS OF THE GOVERNMENT OF SIERRA LEONE

STATEMENT OF THE FINANCIAL ASSETS AND LIABILITIES OF THE CONSOLIDATED FUND
as at 31st December 2011

In millions of Leones Notes 2012 2011
CONSOLIDATED FUND ASSETS

CASH AND BANK BALANCES

Cash and Bank Balances with the Central Bank 3 82,532 -
Cash and Bank Balances with Commerdal Banks (4 193,851 ()5,577‘
Cash in Transit Bank Accounts 20,556 -
Cash in hand with PIUs 50 47
296,989 65,624
LOANS AND ADVANCES
Staff Loans and Advances (5 1,054 1,132
Debtors - Privatisation (6) 4,175 4,114
Miscellaneous Debtors (7 8,130 8,130
13,358 13,376
INVESTMENTS
Multilateral Agendes (8) 56,304 56,635
Public Enterprises 9) 136,241 136,241
192,545 192,876
‘Total Consolidated Fund Assets 502,893 271,876

CONSOLIDATED FUND LIABILITIES

SHORT TERM
Cash and Bank Balances with the Central Bank 3) 296,167 167,942
Cash and Bank Balances with Commerdal Banks 4 5 -
Domestic Suppliers Arrears (10) 29,246 77,270
Other Creditors and Acrued Charges (11 - 1,118
Domestic Public Debt (12) 1,141,842 748,689
Spedal Marketable Seaurities (13) - 125217
1,467,260 1,120,236
LONG TERM
Non-Marketable, Non-Interest Bearing Securities held by the Bank (14)
of Sierra Leone 81,803 81,803
Creditors (15) 1,496 2,983
5 Year Bond (16) 357,516 357,516
External Public Debt (17) 4,288,921 3,748,677
4,729,736 4,190,979
Total Consolidated Fund Liabilities 6,196,996 5,311,215
NET CONSOLIDATED FUND LIABILITIES 5,694,103 5,039,334
Attributable to
GENERAL REVENUE BALANCE
Balance at beginning of year 5,039,334 3,477,521
Prior Year Adjustments (18) 152,204 968,221
Restated Balance 5,191,538 4,445,742
Spedal Funds (19) (114) 112,902
Foreign Exchange Loss written off (122,478) (44,312)
Increase in Government Share of Equity- Public Enterprises - (9,006)
Net movement on Departmental Acounts (12,027) -
Net (Surplus)/Defidt for the period 637,184 534,008
Balance at end of year 5,694,103 5,039,334

Kebbe A. Kouroma
Accountant General
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STATEMENT OF FINANCIAL PERFORMANCE
for the year ended 31st December 2012
In millions of Leones

2012 2011
Notes Original Budget Actual Variance Projects & Subvented Total Actual
OPERATING REVENUE
Domestic Revenue Colle (20)
Income Tax 451,636 704,041 (252,405) - 704,041 477,181
Customs and Exdse 407,526 341,258 66,268 - 341,258 283,376
Goods & Sevices Tax 381,893 417,966 (36,073) - 417,966 351,451
Mineral Resources 242,303 232,878 9,425 - 232,878 210,771
Fisheries 13,848 7,861 5,987 - 7,861 11,851
Other Departments 65,419 143,258 (77,839) 230,653 373,911 138,508
Revenue in Transit 20,556 (20,556) Nd 20,556 -
Sale of Goods and Services - - 97,684 97,684 54,948
Road User Charges 44,307 34,957 9,350 - 34,957 -
Total Domestic Revenue 1,606,932 1,902,775 (295,843) 328,337 2,231,112 1,528,087
Other Revenue (Direct G 21
HIPC Debt Relief Assistance 21,924 27,242 (5,318) - 27,242 25,402
Other Grants Received 212,794 344,835 (132,041) 289,796 634,631 433,682
Peace Building Fund 113,797 - 113,797 - - 431
MDRI Fund Transfer - - - - - 113,000
Projects & Subvented Agendes (GoSL Transfer) - - - 617,935 - -
Total Other Revenue 348,515 372,077 (23,562) 907,731 661,873 572,516
‘Total Operating Revenue 1,955,447 2,274,852 (319,405) 1,236,068 2,892,985 2,100,602
PAYMENTS
Wages, Salaties and Emp (22) 798,306 924,792 (126,4806) 440,783 924,792 676,745
o/w Grants to Projects and Subvented Agendes - - - 251,223
Non-Salary, Non-Interes (23) 751,415 794,927 (43,512) 1,113,258 794,927 559,247
o/w Grants to Eduational Institutions 52,038 1,762 50,276 - - 55,074
Transfers to the Road Fund 44,307 34,957 9,350 - - -
Transfers to Loal Coundls 82,176 87,395 (5,219) - - 76,056
Grants to Projects and Subvented Agendes - - - - 64,296
Domestic Development E: 24 318,110 412,912 (94,802) 144,693 412,912 316,383
PIUs and Subvented Ag (25 - - - - 1,080,799 796,236
Total Operating Expenses 1,867,831 2,132,631 (264,800) 1,698,734 3,213,430 2,348,611
Surplus/(Deficit) from Operating Activities 87,616 142,222 (54,606) f (462,667) (320,444) (248,009)
Finance Costs (26) -259,870 -285,086 25,216 -139 -285,225 -251,102
Domestic Interest -234,523 (255,873) 21,350 (139) (256,012) (227,022)
Foreign Interest -25,347 (29,213) 3,866 - (29,213) (24,080)
Arrears Payments r (42,764) (31,514) (11,250) - (31,514) (34,898)
Wages Atrears (1,140) (12,477) 11,337 - (12,477) (533)
Parastatal Arrears (1,587) (1,000) (587) - (1,000) (10,883)
Domestic Arrears (40,037) (18,037) (22,000 - (18,037) (23,482)
‘Total Non-Operating Revenue/(Expenses) (302,634) (316,599) 13,965 (139) (316,738) (286,000)
Net Surplus/ (Deficit) for the period (215,018) (174,378) (68,571) (462,806) (637,183) (534,008)
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CASH FLOW STATEMENT
during the financial year ended 31st December 2012

In millions of Leones

2012 2011
CASH FLOWS FROM OPERATING ACTIVITIES
Surplus/ (Defidt) from ordinaty activities (637,183)  (534,008)
Decrease/ (increase) in Miscellaneous Debtors - -
Increase/ (decrease) in Domestic Suppliers Arrears (49,081) (3,608)
Increase/ (decrease) in Other Creditors and Accrued Charges (1,118) (2,634)
Net Movement- Departmental Acounts 12,027
Net aash flows from operating activities (675,354)  (540,250)
CASH FLOWS FROM INVESTING ACTIVITIES
Net Decrease/ (Increase) in staff loans and advances 65 266
Net Increase in Privatisation Debtors 101 (875)
Net ash flows from investing activities 166 (609)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from external borrowings
Repayment of external borrowings 505,919 390,906
Net increase in domesticborrowing 393,151 (34,209)
Net Decrease in NNIB securities (125,217) (84,782)
Net Incease in 3 year Bond - 77,516
Prior year adjustment (47) (10,567)
PIUs and Subvented proceeds from borrowing 1,495 2,983
MDRI Relief Income and Strategic Petroleum Fund 114 (112,902)
Net aash flows from finandng activities 775,416 228,946
Net increase/ (decrease) in cash and cash equivalents 100,228 (311,912)
Cash and cash equivalents at beginning of the year (102,318) 209,592
Cash and cash equivalents at end of the year (2,090)  (102,317)
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NOTES OF EXPLANATIONS AND ELABORATION

TO THE PUBLIC ACCOUNTS
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NOTES OF EXPLANATIONS AND ELABORATION TO THE PUBLIC
ACCOUNTS

The numbered notes that follow relate directly to the content of the financial statements above

and are numbered accordingly.

1.  General Information
The Financial Statements reflect the financial performance of the Government of Sierra
Leone for the financial year ended 31st December, 2012 on the basis of moneys received
by, held in or paid out of the Consolidated Fund including amounts allocated to Projects
during the year under review. The Government through the Accountant General’s
Department (known as the Treasury) operates a centralised treasury function that accounts
for moneys collected by the National Revenue Authority and administers cash expenditures
incurred by all Ministries, Departments and Agencies (MDAs) during the financial year.
The amounts appropriated to the MDAs are not controlled by the MDAs but are deployed
on their behalf by the Treasury on presentation of appropriate documentation and
authorisation. Thus, the amounts reported as allocations/appropriations in the Statement

of Financial Performance (revenue and expenditure) are those the Treasury has expended
for the benefit of the MDAs.

In effect, the Annual Public Accounts of the Government of Sierra Leone include the
results of financial operations of all its Ministries, Departments and Agencies that were
processed through the National Treasury and Other Public Funds relating to Donor
Funds, especially Donor financed Development Projects, Income and Expenditure
submitted in respect of their operations during the financial year 2012 has been included in

the Financial Statements.

2. Summary of Significant Accounting Policies
The following accounting policies have been applied consistently in dealing with items
which are considered material in relation to the Annual Statement of the Public Accounts.

(a) Basis of preparation
The Financial Statements of the Central Government has been prepared using accrual
basis of accounting as far as practicable with International Public Sector Accounting
standard (IPSAS). In cases where IPSAS was not applied, the appropriate International
Financial Reporting standards (IFRS) were applied.

The cash flow statement is prepared using the indirect method.

Revenues are reported in the period in which they are received and expenditures for

Government operations are recognised when goods and services are received.

(b) Depreciation
No depreciation has been provided for as fixed assets are written off in the year of

acquisition

(c) Staff Loans and Advances
Loans and Advances to government employees are recorded on a historic cost basis

without any provision for diminution in value.
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(d)

(e)

®

Investments in Public Enterprises

Investments in Public Enterprises have been included in the accounts at the
Government’s Shate of their nominal values as the Costs and Open Market Values of
those Shares are not available.

Classification of Accounts
The Public Accounts are classified in the same form as the National Budget and in
accordance with the approved Chart of Accounts

Foreign Currency Translation
The functional and reporting currency is Leones. Transactions in currencies other than
Leones are translated into Leones at the prevailing rate of the transaction.

Assets and Liabilities denominated in foreign currencies are translated using the closing
rates of exchange at the end of the year. Any resulting foreign exchange gains or losses
are taken up in the General Revenue Account.

Balances with the Central Bank

The amount of Le213,635million debit (Lel167,941million —2011) represents the net total of
bank balances, including Departmental Accounts’ balances, held for and on behalf of the
Government at the Bank of Sierra LLeone. This amount is inclusive of the sum of Le512 million
relating to unutilised balance on MDRI relief account.

SUMMARY ANALYSIS OF BANK BALANCES WITH THE CENTRAL BANK
as at 31st December 2012

In

Million

Leones

Account

No. TREASURY BANK ACCOUNTS 2012 2011

1100501  Treasury Main Account (59,494) (26,886)

1000512 Agd Expenditure Accounts - General (174,399) (161,974)

1100515  Agd Salaries &Wages Account 1998 (45,904) (16,638)

1100516  Agd Pensions Account 1998 (16,327) (4,253)

1100573 Salary Advance Account 41)

1100564  E.C.Treasury Account 11,377

1100811  Treasury Ways & Means Adv A/C 48,117 26,886
Departmental Accounts 14,976 14,412

1100721  Mdri Relief 511 511

(221,186) (167,941)

Cash and Bank Balances with the Commercial Banks

The amount of Le193,846million (Le65,576. million — 2011) represents the total of bank
balances held at various Commercial Banks for Subvented Agencies and Projects
Implementation Units (PIUs) that have submitted Financial reports for the year 2012.
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In Million Leones

No. BANK 2012 2011
Le Le
1 Sierra Leone Commercial Bank 57,906 31,117
2 Rokel Commercial Bank 111,825 22,179
3 Standard Chartered Bank 9,303 3912
4 Union Trust Bank 623 3,399
5  First International Bank 11,553 4,099
6  Guarantee Trust Bank 858 -
7 Eco Bank 1,352 628
8 United Bank of Africa 307 95
9 Bank PHB 12 100
10 Access Bank 25 43
11 Zenith 82
TOTAL 193,846 65,576

5. Staff Loans and Advances
The amount of 1,054 million (Le1,132 million — 2011) represents the outstanding balance on
loans and advances given to employees of Government as well as Members of Parliament.

6. Debtors - Privatisation
The amount of Le4,175 million (Le4,114 million — 2011) represents the outstanding balance

owed to Government for Public Enterprises that were privatised and leased this year and

previous years. The amounts owed as at end 2012 are as follows:

DEBTORS-PRIVATISATION
at 31st December 2012

In millions of Leones

2012 2011
Value in
Millions of Value Value
US $ (Le m) (Le m)
Agticultural Produce Marketing Company 0.16 714.5 7217
National Commission for Privatization 0.20- 866.8 875.5
GAVA (SL) Ltd. 0.58 2,492.1 2,517.2
Total Value 0.94 4,174.5 4,114.4
In millions of Leones
2012 2011
Value Value
Balance as at 1st January 4,1144 3,105.9
Privatisation receipts with National Commission
for Privatisation 875.5 875.5
Privatisation debtors from Previous years 101.1
Exchange Rate Differential on Revaluation (41) 133.0
Balance as at 1st January 4,174.5 4,114.4
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7. Miscellaneous Debtors
as at 31st December 2012

In millions of Leones

2012 2011
Bumbuna Hydro Electric Project 5,213 5,213
Loan to Salpost 753 753
Loan to Guma Valley Water Company 2,164.5 2,164.5
8,130 8,130

8. Investments — Multilateral Agencies
The Government holds equity shares with participating interest in a number of multilateral
institutions giving it access to loan and grant facilities utilised predominantly for its
development projects. The Equity Shares as at 315t December 2012 are as outlined below:

In millions of Leones

2012 2011

Value in
Millions Value Value

of SDR
International Bank for Reconst. and Development (IBRD) 1.83 12,187 12,258
African Development Bank (AFDB) 6.62 44117 44377
8.45 56,304 56,635

9. Investments — Public Enterprises
The carrying value of Lel36,241 million (Lel36,241 million - 2011) represents the
Government’s participating equity interests in a number of Public Enterprises presented at the
Government’s share of the nominal share values in those enterprises.

as at 31st December 2012

In millions of Leones

2012 2011
No. NAME LEGAL GOVERNMENT GOVERNMENT
STATUS PARTICIPATION SHARE OF EQUITY
(In %)

A. Utilities

Al National Power Authority (NPA) Authority 100% 2.00 2
Limited

A2 S/L Telecommunications Co. Ltd. (SIERRATEL) Company 100% 25,813.00 25,813
Limited

A3 Sierra Leone Postal Services Ltd. (SALPOST) Company 100% 20.00 20
Limited

A4 Guma Valley Water Company (GVWC) Company 95% 1,162 1,162

B. Financial Institutions

B1  Bank of Sierra Leone Central Bank 100% - -
Limited

B2 Sierra Leone Commercial Bank (SLCB) Company 100% 57,518 57,518
Limited

B3  Rokel Commercial Bank (RCB) Company 51% 30,926 30,926
Limited

B4  National Development Bank (NDB) Company 99% 1,588 1,588
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as at 31st December 2012

In millions of Leones

2012 2011
No. NAME LEGAL GOVERNMENT GOVERNMENT
STATUS PARTICIPATION SHARE OF EQUITY
(In %)
Limited
B5  National Insurance Company (NIC) Company 100% 463 463
C. Transport and Shipping
C1  Sierra Leone Road Transport Corporation (SLRTC) Corporation 100% 184.00 184.00
C2  Sierra Leone Airport Authority (SLAA) Authority 100% 1,004.00 1,004.00
Limited
C3  Sierra National Airlines (SNA) Company 100% 1.00 1.00
Limited
C4  Mining and General Services Co (SL) Ltd. (MAGS) Company 51% 439.00 439.00
C5  Sierra Leone Ports Authority (SLPA) Authority 100% 3.00 3.00
Limited
C6  Sierra Leone National Shipping Company Co. (SLNSC) Company 100% 0.14 0.14
D. Agriculture
Sierra Leone Produce Marketing Board (SLPMB) (Note
D1 1) Corporation 100% n/a n/a
E. Information Services
E1l  Sierra Leone Daily Mail Company 100% 0.01 0.01
F. Manufacturing
Limited
F1  Seaboard West Africa Company 0.01% n/a n/a
F2  Sierra Leone National Workshop Company 40% 2.00 2.00
G. Housing
G1  Sierra Leone Housing Corporation (SALHOC) Corporation 100% 15,437.00 15,437.00
H. Leisure
Limited
H1  Sierra Leone State Lottery Co Ltd (Lotto) (Note 1) Company 100% - -
I. Roads
11 Sierra Leone Roads Authority Authority 100% 1,679.00 1,679.00
136,241.15 136,241.15
10. Domestic Suppliers Arrears
DOMESTIC SUPPLIERS ARREARS
as at 315t December 2012
In millions of Leones
2012 2011
Domestic Suppliers' Balances brought forward 77,270 80,276
Prior Year Additional Claims (write off) (303) 4,636
Additional payment for cheques payable 6,928 34,472
Claims verified during the year 1,486 -
Payments made during the year (56,257) (40,892)
Exchange rate difference 123 (1,223)
29,247 77,270

33



11.

12.

13.

14.

15.

16.

Other Creditors and Accrued Charges

In millions of Leones

2012 2011
- 1,118
- 1,118

NASSIT

The amount owed to NASSIT was in respect of the validation of the past services of
Government Employees and has been paid.

Domestic Public Debts (See Appendices I and ])
The carrying value for Domestic Public Debts comprises:

In millions of Leones

2012 % 2011 %
Treasury Bills 981,918 86.1 612,180 81.9
Treasury Bearer Bonds 110,400 9.7 108,923 14.5
Ways And Means Advances 49,523 4.2 26,886 3.5
1,141,841 100.0% 748,689 100.0%

The Treasury Bills are marketable securities of the Government on a 90-day period, 182-day
period and 365 day period whilst the Treasury Bearer Bonds are Marketable Securities on a
one-year basis.

Special Marketable Securities held by the Bank of Sierra Leone
During the year Le125,217billion nominal on treasury bills was shifted and rolled over from

Special Marketable Securities to ordinary treasury bills.

Non-Marketable, Non-Interest Bearing Securities held by the Bank of Sierra Leone
for the year ended 315t December 2012

In millions of Leones

2012 2011
Securities in issue at the beginning of year 81,803 81,803
Conversion to Marketable Securities - -
Securities in issue at the end of year 81,803 81,803
Creditors
As at 315t December 2012
In millions of Leones
2012 2011
PIUs and Subvented Agencies 1,496 2,983

This represents domestic and external loans raised by Projects and Subvented Agencies

5 Year Bond
No transaction occurred during the year
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17. External Public Debts (See Appendices G and H)

EXTERNAL PUBLIC DEBTS
as at 31st December 2012

In millions of Leones

2012 % 2011 Yo
Multilateral Creditors 2,749,847 64.1% 2,289,968 61.1%
Bilateral Creditors 571,692 13.3% 460,626 12.3%
Commercial Creditors 967,382 22.6% 998,083 26.6%

4,288,921  100.0% 3,748,677  100.0%

In millions of Leones

2012 2011
Opening Balance 3,748,677 2,588,009
Prior Year Adjustment 154,392 748,878
3,903,069 3,336,887
Loan Disbursements 582,693 444,820
Loan Repayment (76,774) (53,913)
4,408,988 3,727,794
Actual Translated Balance 4,288,921 3,748,677
debt cancellation -
Loss on Exchange (External Debt) 120,067 (20,884)
Exchange Rate Differential (Privatization Debt) (41) 133
Exchange Rate Differential (Loan to Sierra Rutile) - -
Exchange Rate Differential (Domestic Suppliers
Arrears) (123) 1,223
Exchange Rate Differential (Bumbuna Hydro)
Project and subvented Agencies 2,909
Exchange Rate Differential (Multilateral
Investments) (331 1,982
Total Loss on Exchange 122,481 (17,545)

The total amount of Le4,288,921 (Le3,748,677 million — 2011) presented for External
Public Debts includes outstanding debts owed to the International Monetary Fund (IMF)
which are reflected in the books of the Bank of Sierra Leone, as they act as both depository
and fiscal agent for loans contracted with the IMF. The outstanding debts due to the IMF
totalled Le524,786 million (L.e439,855 million — 2011).

18. PRIOR YEAR ADJUSTMENTS

In millions of Leones

Details 2012 2011 Remarks
Domestic Arrears - Additional Claims 1,486 4,636  Adjustments for Additional Claims
Domestic Arrears paid in 2011 written-off (303) -
Creditors (2,983) (4,768)  Adjustment to 2011 balance
External Public Debts- 154,392 748,878  revision of FX rate used in 2011
Salary Advance (38) - Adjustments for previous years
Projects & Subvented Agencies 47 205,699
Departmental Accounts at the Central Bank 11,747
Privatisation Debtors (101) -
Balances with Central Bank (296) 2,029

152,203 968,221

35



Movement in Special Funds
as at December 2012

in millions of leones

MDRI Fund Strategic Total
Petroleum
Balance as at 1st January 512 1,649 2,161
Interest received 133 133
Bank Charges - (19) (19)
Balance as at 31st December 512 1,763 2,274.9
Movement in Special Funds - 114 114

19. Domestic Revenue Collection (See Appendix A)
The total amount of Le 1,902,775 million (Le1,427,435 million — 2011) represents revenues
from various sources collected for and on behalf of Government during the period and paid
into the Consolidated Fund. This include revenue held in Transit Accounts amounting to
Le20,556 million which was not transferred to the CRF prior to the close of business on 31
December 2012. Also revenue arrears for the year 2012 amounted to Le 53,976 million.

20. Other Revenue (See Appendix B)
The total amount of Le372,077 million (Le 572,515 million — 2011) received as grants
comprises Le27,242 million (Le25,402 million — 2011) as HIPC Debt Relief Assistance, Le
344,835 million (Le433,682 million — 2011) as other direct budgetary support and
Le289,796million captured as external grants to Projects and Subvented Agencies.

21. Wages, Salaries and Employee Benefits (See Appendix C)

In millions of Leones

2012 2011
Wages and Salaries 937,269 677,277
o/w Chatged Emoluments

Education 11,328 234,444
Health 74,198 76,376
Public Order and Safety 19,333 54,666
Defence 66,585 54,575
Recreation, Culture and Safety - 858
Economic Services 288,085 28,848
General Public Service 272,958 59,495
Foreign Missions 45,286 45,286
TLocal Councils 6,352 4,002
Others 20,357- -

Social Security Contributions 82,655
Pensions, Gratuities and Other Retirement Benefits 50,133 81,197

The amount of Le50,133 million (Le81,197 million in 2011) for Pensions, Gratuities and
Other Retirement Benefits represents mainly payments made in the form of Gratuities and
Pensions to Employees that have retired before 2002 in the case for pensions and those that
retired in 2012 and beyond only gratuities are paid, also a total of Le75,532 million was paid
out as government contributions to social security for public workers.
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22. Non-salary, non-interest recurrent expenditure (See Appendix D)
In millions of Leones

2012 2011

Non-Salary, Non-Interest Recurrent Expenditure 813,964 593,612
o/w Education 307,844 8,850
Health 89,360 30,482
Defence 66,585 43257

Police 58,580 34,184
Agriculture 20,028 20,028

23. Domestic Development Expenditures (See Appendix F)
The total amount of Le412,912 million (L.e316,383 million 2011) for Domestic Development
Expenditure represent the Government contribution to various Development Projects.

24. Project and Subvented Agencies
The total amount of Le 498,106, million for PIUs and Subvented Agencies includes direct
disbursements to projects but excludes Government of Sierra Leone grants and counterpart
funding during the year as follows:

Expenditure ( PIUs / Subvented)
In millions of Leones

2012 2011

Wages and Salaries 307,172 192,754
Goods and Services 451,811 834,572
Capital Development 144,693 92,307
Other 133,611 -
Loan Disbursement 582,693

Grant Paid 78,754 -
Gosl Transfer (617,935) (323,397)

1,080,799 796,236

25. Finance Costs
The total amount of Domestic Interest comprises:

In millions of Leones

2012 2011
Interest on Ways and Means 9,039.95 24.442.37
183,209.18
Interest on Treasury Bills 116,267.00
Interest on Treasury Bearer Bonds 51,914.01 46,272.20
Interest on NNIB Securities 11,709.45 39,156.43
255,872.58 226,138.0

26. Commitments
Capital expenditure contracted for at the balance sheet date that is yet to be executed has not
been recognised in the financial statements. It is expected that these expenditures will be
funded from available financial resources in subsequent years.

Government has entered into contract with suppliers for which it may not become liable for
until the supplier has performed according to the contract.
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27. Bank and similar guarantees
At 31t December 2012, the Government's contingent liabilities in respect of bank and
other guarantees and other matters arising in the ordinary course of operations from which it
is anticipated that no material liabilities will arise.
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4.3.

SOME COMMENTS ON THE PUBLIC ACCOUNTS

I have issued my Auditor’s Report on the Public Accounts of the Government of Sierra Leone
in accordance with Section 119(2) of the Constitution of the Republic of Sierra Leone 1991
and Sections 62 to 66 of the Government Budget and Accountability Act 2005. A copy of my
Audit Report precedes the Financial Statements of the Government of Sierra Leone and the
Notes thereto which are reproduced in full above.

The Financial Statements are an expression of the Government’s accountability to Parliament
and civil society on how well it has exercised its responsibilities as custodian of the public
purse. It is a basic tenet of our system of government that no revenue or expenditure may be
collected or spent except as authorised by a parliamentary vote. Therefore the Public Accounts
are a report on the extent to which the Government has complied with the intent of
Parliament.

The most significant outcome from my audit work for 2012, has been the issuance of an
Adverse Opinion on the Financial Statements of the Government of Sierra Leone. It is my

professional judgment that this was appropriate in the circumstances.

A few words on the types of audit opinions and the differences between them may be helpful
to the non-technical reader. The short-form Auditor’s Report, in this instance, an Adverse
Opinion, is an expression of the auditor’s professional judgments and its prescribed form is
dictated by international standards and good practice recognized around the world by public
and private audit practitioners. I may issue an unqualified or modified opinion on the
accounts. Modified opinions are classified as either an adverse opinion or a disclaimer of
opinion. An unqualified opinion, the most desirable, arises where the financial statements
provide a true and fair view of financial position and performance. An adverse opinion, which
sits in the middle of my options - is issued where the auditor has sufficient and appropriate
audit evidence of a material and pervasive nature that the Financial Statements do not present
a true and fair view. A disclaimer of opinion, the least desired, is considered more serious than
an adverse opinion and arises where the auditor does not have sufficient and appropriate audit
evidence to form an opinion, one way or the other, to make a judgment on the Financial
Statements. Last year (2011) I issued a disclaimer of opinion. This year I have issued an
adverse opinion which, while very serious, does signify an improvement of sorts over the
previous year, albeit only a slight improvement. It implies that there has been progress in the
quality of audit evidence available to my staff even though there continue to be matters of the
gravest concern that negatively impact the Financial Statements.

All of the matters raised in my Adverse Opinion above are developed and commented upon
more completely below including my view that Note 2(a) to the Financial Statements, referring
to the basis of preparation of the accounts as being in compliance with international standards,
may well be misleading to readers.

Unfortunately in recent years adverse, disclaimers or qualified opinions on the Public
Accounts have been the norm in Sierra Leone. Neither this year’s adverse opinion nor last
year’s disclaimer of opinion should be taken lightly and it is unfortunate that despite my
concerns expressed repeatedly in Annual Reports, some of the key issues raised remain largely
not acted upon in whole or in part. While public financial management is gradually improving,
in matters of internal control around procurement, some aspects of banking and cash
management, of both the expenditure and revenue, very serious weaknesses continue to
plague the public sector especially in Ministries, Departments and Agencies (MDAS).
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4.4.

4.5.

BASIS OF PREPARATION OF THE PUBLIC ACCOUNTS

It is reported in Note 2(a) in Public Accounts that International Public Sector Accounting
Standards (IPSAS) Accrual Standard were used in preparing the Public Accounts with some
exceptions. The exact wording is ‘where practicable’. It is also stated that in cases where
IPSAS was not used, appropriate International Financial Reporting standards (IFRS) were
applied. However the Accountant General stated that revenues were reported in the period in
which they were received and expenditure for Government operations were recognised when
goods and services were received. Our audit tests revealed that these standards were not
complied with and partial compliance — the ‘where practicable option’ — cannot be permitted
under the standard.

As we noted last year, a basic tenet of all financial reporting, whether in the private or public
sectors, is to have a clear view on the boundaries of the accounting entity — what is it we are
reporting upon. It needs to be defined cleatly. The principle driving public sector accounting is
that it should be on a whole of government basis. Defining ‘whole of government’ can be
challenging and becomes complex when considering, for example, how to include State-
owned enterprises but it is self-evident that all MDAs should be included. On any basis of
accounting it is axiomatic that all bank accounts and other cash balances should be included.
Yet for the Public Accounts in Sierra Leone this was not the case as noted by the exclusion of

certain transit accounts.

In as much as some bank accounts and balances in transit accounts used by the NRA are not
part of the Public Accounts there is a significant deviation from the whole of government
principle that renders Note 2(a) untenable. Similarly the reference to IPSAS Accrual Standards,
there are over 30 of them — also makes Note 2(a) untenable and incorrect. The balances
recorded in the bank statements are not always accurately reflected in the Public Accounts
nor, for the most part, is there any reconciliation of the differences. This latter point is raised

again below.

We have noted repeatedly throughout this report a failure to observe the most basic control
over cash and bank balances, which is that there should be monthly reconciliation of bank
statements to accounting records. The implementation of IFMIS, the centralised computer-
based accounting system, was a major achievement of public sector reform in Sierra Leone.
However, reports emanating from it are only as accurate and reliable as the information
contained in its databases. It therefore begs the question if the cash and bank balances are not

under control how reliable is financial reporting under any basis let alone a cash basis.

A solid grasp of and a clear definition of the basis of preparation of the Public Accounts sits at
the very core of improving the accuracy and completeness of government accounting and
financial reporting and needs to be clarified for the Government of Sierra Leone. Without this,
capacity building interventions for achieving better financial reporting are destined to fail.

CASH AND BANK

There has been a considerable improvement in terms of the number of audit confirmations of
balances received from commercial banks. We received direct confirmations from all nine
commercial banks disclosed in the account — a rare 100% response. The total of Le 193,846
million was presented as cash and bank balances with commercial banks for the year 2012.
This is a marked improvement compared to last year when only 51% of the total was
confirmed directly by the banks.
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4.6.

However, we noted discrepancies between the confirmed balances and the disclosures in the
Public Accounts. For instance, although we received confirmations from all nine banks
namely: Access Bank, Sierra Leone Commercial Bank, Guaranty Trust Bank, Union Trust
Bank, Rokel Commercial Bank, Standard Chartered Bank, First International Bank, Eco Bank,
United Bank of Africa and PHB Bank, the amounts confirmed were not those disclosed in the
Public Accounts. The unconfirmed bank balances totalled Le1.3 billion.

Conversely, we noted that a total of Le 18.6 billion was included in the confirmation letters of
the respective banks, but this was not part of the ledger account balances that are recorded in
the Public Accounts. We were unable to obtain an explanation for the non-inclusion and the
differences noted. We noticed too that, as in 2011, opening departmental cash and bank
balances were written off as prior year adjustments. The officer in charge of recording these
balances explained, as he did also in 2011, that that treatment was because of the
inconsistencies of Departments in submitting their financial returns to the Accountant

General’s Department.

Upon review of a sample of four Treasury bank reconciliation statements to confirm whether
they agreed with the Bank Balances and General Ledger Account Balances, it was observed
that adjustments were recognised in the Bank Reconciliation Statements throughout the year.
Some were recognised as withdrawals and others recognised as lodgments. For instance, in the
December Bank reconciliation, an amount of Le2.4 billion was recognised as a withdrawal in
the other charges account and Lell million in salaries account. However, with the exception
of credit being made in the other charges bank account to reverse a previous double debit,
there were no supporting documents to substantiate the other adjustments.

From our review of Note (3), Balances with Central Bank, we noted that balances in respect of
Departmental Accounts disclosed in the Public Accounts were bank statement balances
instead of cash book balances as was in the case of other balances with the Central Bank.
Samples of 10 account balances were selected. This gave a total cash book balance of Le 2.3
billion and a total bank statement balance of Le 2.7 billion. This inconsistency in the

recognition of account balances in the account has led to a misstatement of Le 0.5 billion.

We are pleased to see MoFED and the Accountant General’s Department addressing the
creation and existence of bank accounts through a project considering the adoption of the
Treasury Single Account (TSA) concept on which we comment further below. We also
understand that as part of the TSA project, the over 1,000 bank accounts in the government’s
name have been inventoried and placed in a database. My office has never been provided with
a comprehensive listing of these bank accounts despite many requests over the years. Now
that a comprehensive list has been created, we want a copy of the database and will be

formally requesting same.

GOVERNMENT RECORD KEEPING (OTHER CHARGES)

There has been some improvement in the storing and retrieval of records. A Store and Record
Centre situated at the Accountant General’s Department has been renovated. The audit team
selected a total sample of 2,231 payment vouchers from 26 MDAs valued at Le751 billion
from a population of 6,560 valued at Le836 billion. We are able to report that all 2,231
vouchers were presented with minimum delay. Supporting documents such as invoices,
delivery notes, certificates of completion, or other relevant documents were attached in most
cases. The statutory authority of the Accountant General’s Department to review payment
vouchers and their supporting documents prior to payments being made is set down in
Section 81(1) of the Financial Management Regulation which states that:
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4.7.

4.8.

“The Accountant General or authorized officer shall before making any payment against a
voucher, check that (a) the voucher is properly supported by the prescribed documents; (b)
the documents are attached to the vouchers and are correct and complete in every

particular...”.

The documents should then be filed appropriately to maintain an adequate audit trail.
However, we noted from our review of the sample of Other Charges that 126 vouchers valued
at Le 12 billion were without supporting documents. This represents 1.6% of the total

Payment Vouchers examined.

PROJECT IMPLEMENTATION UNITS INCLUDED IN THE PUBLIC
ACCOUNTS

From our review of the Financial Statements, we observed that balances in respect of Project
Implementation Units (PIUs) and Subvented Agencies were recognized in the Financial
Statement but that the balances were not accurately stated. We also came to the conclusion
after a review of the financial statements that PIUs did not consistently report to the
Accountant General, thereby leading to incomplete amounts being presented for

consolidation.

We were unable to ascertain the accuracy of some of the adjustments made to the accounts in
relation to PIUs and Subvented Agencies. For example, we noted that PIUs and Subvented
Agencies’ closing balances of 2011 amounting to Le4,768 million and PIUs creditors of
Subvented Agencies for 2012 amounting to Le2,983 million were written off as prior year
adjustments in the 2012 accounts.

In addition, from a review of Note 4, Cash and Bank Balances with the Commercial Banks, to
the Financial Statements, we observed that balances in the accounts in respect of PIUs and
Subvented Agencies represented the total of bank balances held at various commercial banks
that have submitted financial reports for the year 2012. Those PIUs that did not report for the
period under review were not reported in the accounts and so the balances are incomplete in
the financial statements.

MISCELLANEOUS DEBTORS AND INVESTMENTS

A review of the Miscellaneous Debtors and Debtors-Privatisation revealed the following:

= A review of the loan agreement relating to SALPOST revealed that interest at a rate of
20% per annum, as stipulated in the agreement, was not computed and recorded in the
financial statements. In addition, the amounts recognised in the accounts was Le 753
million whiles the amount in the agreement and other correspondence amounted to Le
774 million, thereby understating the loan amount by Le 20.8 million. If, as claimed, the
Financial Statements were on an IPSAS Accrual basis then a failure to calculate the
interest due would, from a purely accounting perspective, have resulted in an
understatement of revenue.

= A review of the debtors schedule, financial statement and loan agreement showed that

there were no recoveries made during the year from Bumbuna Hydro Electric Project,
SALPOST and GumaValley Water Company.
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4.9.

EXTERNAL PUBLIC DEBT

Debt Management servicing is approximately 30% of the annual recurrent budget and
therefore of significant value and material in audit terms. The public debt liability is a major
government liability and a key sustainability issue for GoSL. It requires comprehensive,
accurate and timely records for good management. The audit requirement is to see that the
transactions in public debt, namely, income (loan disbursements by the lender) and payments
(debt service) by GoSL are accurately and completely recorded in the accounts. In addition we
are required to verify that the outstanding public debt liability on the financial statements is
accurately computed and appropriately disclosed. However, because of the significance of this
account balance on the financial statements, my auditors carried out extensive work on this

area to ascertain that the amounts disclosed are correctly stated.

Audit findings in this area were:

Confirmations from third Parties

Out of a total External Debt of Le.3.3 trillion, the amount directly confirmed by creditors
totalled Le2.5 trillion which is 75% of the total. This compared to 2011 direct confirmations
of 28% is considered to be a significant improvement. Direct confirmations were received for
the following five creditors: Kuwait Fund for Arab Economic Development, Ecowas Bank for
Investment and Development, Import & Export Bank of China, Saudi Fund for Economic

Development and the Arab Bank for Economic Development in Africa.

Amount confirmed but incorrectly recorded in the accounts

An amount of Le42 billion in accrued interest should have been included but was omitted
from the accounts. In addition, from the confirmations received, one of the main creditors,
World Bank/IDA, confirmed an amount of Le 1.5 trillion but this amount was understated in
the accounts by Le 11 billion.

Understatement of Commercial Creditors in the accounts
From our review of the schedule of commercial creditors it was observed that an amount of
Le 967 billionwas understated in the accounts by Le 30.6 billion.

Inconsistencies in the Commonwealth Secretariat Debt Recording and Management
System (CS-DRMS) Report

Report 52 produced by CS-DRMS by the Bank of Sierra Leone, purports to be the
comprehensive roll-forward schedule of all active external public debt. The report did not
include correct amounts for movements during the year. This means that apart from the
opening and closing balances, the amounts for disbursements, principal repayments and
interest were inaccurate. From a sample drawn of loans denominated in US Dollars with no
capital repayment we observed a difference of $3,166 million (Le13,859 million) between the
re-computed amounts and the amounts disclosed in the financial statement.

Computation Exchange Gain/Loss

The method of computing the exchange gain/loss on external debts was also a concern as the
general rules in computing exchange differences set down in generally accepted accounting
principles (GAAP) were not employed( i.e. use of spot rates and balance sheet date rates). An
Audit examination of Note 18 (External Public Debts) revealed that this amount was arrived
at simply by comparing the external public debt schedule submitted by the Bank of Sierra
Leone and the schedule prepared by the Accountant General’s Department. In our view, if any
of the schedules were incorrect, the error would be absorbed in the exchange difference
computation. Hence we were unable to certify that the exchange difference of Le122.5 billion
was correct. Because of the limited information, we were unable to recompute the exchange
difference.
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CS-DRMS and the Financial Statement

An initial comparison of the CS-DRMS and the schedule of Disbursed Outstanding Debts
proved that the balance for external public debts recorded in the financial statements was
misstated by Le44.2 billion. After adjustments were made to the CS-DRMS by officials of the
BSL and Public Debt Management Department (PDMD) to meet this shortage, the main loan
(Rural Infrastructure Development Project-ADF -) initially understated by Le26.9 billion was
omitted. The omitted amount stood at Le 40.7 billion (SDR6,109,948). Furthermore an
amount relating to SFED Western Area Power Generation Project Phase 1 was found to have
been changed in the CS-DRMS to match with the amount in the financial statements rather
than the other way round. The original amount in the CS-DRMS was SDR 3,818,883 and it
was changed to SDR 5,777,354.

Amount in the CS-DRMS but not in the Financial Statement

It was also discovered from our initial review of the financial statement that 11 debts totalling
Le272 billion were in the CS-DRMS but not disclosed in the schedule of debtors in Appendix
G of the accounts. In a response from PDMD we observed the existence of seven of these
loans after Appendix G had been updated. Four of these loans amounting to Le8.5 billion

cannot be traced to the financial statements.

Loans disbursed in 2010 and 2011 but recorded in 2012 in CS-DRMS

From our initial observations amounts totalling Le105.7 billion were loans disbursed in 2010
but the transaction was only recorded in CS-DRMS in 2012. These loans were only updated
after our initial query. Upon investigation we were told by PDMD officials that they did not
upload these debts because disbursement data in respect of the affected loans had not been
received by the time the audit of 2011 was concluded; once received in 2012 the CS-DRMS
was updated to reflect this.

ASSL Review of CS-DRMS

CS-DRMS is a globally recognized public debt management system promoted by the
Commonwealth Secretariat and installed in over 60 countries worldwide. Many of the
problems encountered in the 2012 audit of Public Debt associated with CS-DRMS also
occurred in 2011. As result of the bad experience in 2011, during the first quarter of 2013 a
senior staff member of ASSL assisted by an international expert in both IT and the CS-DRMS
application conducted a review of the system and its management. Put simply, the system was
not being used as designed and is located in the wrong institution. The output and associated
recommendations from that review have to date been wholly ignored by MoFED and the
other parties. Had the recommendations been followed, the colossal problems encountered in
accounting for public debt — and auditing it - may have been reduced and the serious
misstatements in the accounts avoided.

CS-DRMS is in use but currently only for foreign debt and is presently located at the BSL
although during the review we were told of agreed plans to relocate it to the PDMD for them
to better manage public debt. At the time of the review there was a link from BSLto PDMD
but neither was working.

The CS-DRMS system should be a complete and up to date record of public debt (foreign and
domestic) showing loan agreements (memorandum entries), disbursement requests
(memorandum entries), actual disbursements and debt service payments for foreign debt,
together with summarised or detailed domestic debt instruments receipts and repayments.
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Foreign Debt - The Minister of Finance is responsible for undertaking all foreign loan
agreements which should be approved by Parliament. The Accountant General controls all
government-related bank accounts. MLPD who manages disbursements receives requests
from projects for approval which are submitted to a committee (except World Bank
disbursements) before submission to the lenders. Disbursements subsequently are to project
bank accounts or may be direct payments from the lender to project contracted companies,
etc. Disbursement can be difficult to track but are a key part of reconciling the foreign debt
accounts.

Debt service payments for foreign debt loans are easier to manage as they are approved by the
Accountant General (after initial work by BSL) for submission to BSL for settlement in the
vatious currency denominations as determined by the loan agreement and the settlement
payments charged to the government bank account (with BSL charges).

Domestic Debt - Domestic debt funding is handled by the BSL who manages overdrafts and
issues Treasury Bills (at a discount) following auction with repayment upon maturity at full
value. These are short-term Bills on 91, 182 and 364 day terms. Treasury Bonds are issued
typically for longer periods with interest payable periodically or upon maturity repayment.

Accounting for Public Debt - Presently journalising of debt transactions is carried out at the
end of each year which is unsatisfactory in reflecting the transactions in the accounts in a
timely way. Transactions should be journalised as they happen. As we have discovered, the
present arrangement creates a year-end bottleneck, delay to accounts completion and
reconciliation/verification issues to resolve. The finalised accounts for public debt need to be

supported by documentary evidence from lenders, projects, etc.

Recommendations - The recommendations made eatlier in 2012 and clearly ignored are
repeated here and we strongly urge that they be addressed by MoFED and BSL, as
appropriate. We will be conducting a follow-up audit on this and other matters related to the
Public Accounts in 2014.

Up to date debt records. Improved, composite and timely debt records should be established in
the CS-DRMS computer system. This should include both foreign and domestic debt.

Improved  communication. There needs to be better and timely communication between
stakeholders of requisite information, particularly in regard to loan disbursements, to maintain
the comprehensive public debt records.

Computer system. The system is located in the wrong place. It should be moved to PDMD as
soon as possible with the link from BSL reactivated to permit access by the central bank.

Journalising into accounts. Monthly journalising of all public debt that has not occurred on a
transactional basis (e.g. debt service, loan disbursements to GoSL, domestic debt
receipts/payments can be identified on transactional basis) for both foreign and domestic
debt. This needs to be established without further delay.

Reconciliation. Monthly reconciliation between CS-DRMS debt records and IFMIS accounting

position involving the key stakeholders is an essential element of internal control.

Veerification. Regular verification with lender statements against CS-DRMS debt record should
be established preferably with appropriate segregation of duties to optimise internal control.
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4.10.
4.10.1.

4.10.2.

4.10.3.

4.10.4.

4.11.

4.12.
4.12.1.

Meetings of stakeholders. Monthly reconciliation meetings should be introduced. This would
avoid the year-end “task” and better adhere to modern financial requirements of up to date
accounting information (i.e. accounting record reconciled with CS-DRMS debt record which
in turn is verified to lender statements).

Procedures. Clear written procedures prepared and distributed (especially to both MDA and
projects) indicating requisite public debt arrangements, use of authorised bank accounts, and
project financial requirements and timetabling.

Grants. A review of procedures associated with donor grants but which do not form part of
public debt, but should however be undertaken to ensure sound utilisation of funds and

adherence to financial standards. This may usefully be cross-referenced to the STA project.

PAYROLL

Employees without NASSIT Numbers

2,981 employees on the payroll did not have National Social Security and Insurance Trust
Numbers. Upon further enquiry no convincing explanation was given to us.

Salaries paid to retired staff
Salaries totalling 1.e96.7 million were paid to retired staff. Their names were yet to be deleted

from the payroll. We were told that the names of employees can only be deleted from the
payroll “When the retirement file is sent from the MDA whose staff is affected to the
Accountant General”. In addition, the payroll system had no built-in detection or prevention
controls to prompt the imminent retirement of staff or to stop the salaries of staff.

Employees above Retirement age but still in the payroll
587 staff members of the civil service were above the retirement age and documents, to justify

their continued employment, were only provided for 27 meaning that documentary evidence
was not provided for the remaining 560.

Employees without Designation
There were 47 staff on the payroll system whose designations cannot be ascertained, i.e. the

purpose for which they were employed and their current positions.

THE NATIONAL REVENUE AUTHORITY

In 2011, my Annual Report contained a chapter exclusively devoted to the National Revenue
Authority. We commend the NRA for achieving serious growth in tax revenue in general to
the point where 60% of the State budget is covered by internally generated collections without
donor funds. However, based on our review of the NRA, conducted as part of the annual
audit of the Public Accounts, we remain unconvinced that many of our recommendations
have been adequately addressed. The following observations support our view that much
more needs to be done and we will be doing in-depth follow-up audits in the coming year.

DOMESTIC REVENUE

Database not Regularly Updated

The NRA did not maintain a comprehensive database of all registered businesses. We also
noted that the distinction between small and medium tax payers was not clear as they had not
been classified based on their turnover as in the case of large tax payers. The number of Large
Tax Payers (LTP) in 2011 was 150 and Small and Medium Tax Payers (SMTP) were 573. The
same list was provided again in 2012 suggesting the list was not updated to take account of

those taxpayers who had closed down businesses and new entrants.
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4.12.2. Goods and Services Tax

Despite requests made for the production of dishonoured cheques registers, it was
confirmed that no such ledger was maintained to record these transactions.

During the reconciliation of the receipt issue-ledger, it was observed that 42 used receipt
books were not produced for audit inspection which led to the team being unable to
reconcile receipt totals to bank statements.

In an interview with the officer in charge of GST registration and examination of
completed forms, the team noted that for completed application forms returned to the
Tax Payers Service (TPS) unit, there was no evidence to confirm that returned application
forms were reviewed prior to being put into the system. Also, we were unable to verify
that all completed forms received by TPS were entered into the VIPS software as there

was no trail in the process

4.12.3. Customs and Excise

4.13.

4.13.1.

I noted that in a number of revenue generating areas there were variances between
revenue collected and paid into the bank accounts.

From our review, we noted that from 22 vehicles, six were not accounted for since there
were no documentary evidence to suggest that they were truly released to the owners.

A review of payment plans for 2011 and 2012 financial years was carried out. The
objective was to ascertain the completeness of payment for the two financial years. We
observed that amounts totalling Le 691 million in respect of TIGO, a telecommunications
company, and the firm ATMARN were still outstanding.

NONE TAX REVENUE (NTR)

Having traced the receipts to the revenue cash book, one receipt book (6011651-
6011700), with a total value of Le45 million as per revenue cashbook, was not presented
for audit.

For the period under review, postings in the NRA National Registration Secretariat
cashbook did not agree with those made in the Rokel Commercial Bank statement. The
sum of Le6 million was posted in the NRA cashbook as revenue for which receipts were
issued but we were unable to trace this money to the relevant bank statement.

Differences were noted between total passports printed for the out-stations and the total
revenue reported as collections which amounted to Le136 million.

From samples selected, it was observed that revenue collected from Makeni for the period
27 March 2012 to 30 April 2012 totalling Lell million was not seen on the banked
statement and in the N'TR revenue banking records.

Bank statements were not submitted for revenue collected and deposited to the Sierra
Leone Commercial Bank Account No. 001-116419-03-00-04 for the period January 5,
2012 to 27 March 2012 amounting to Le 56 million. In addition, these deposits could not
be traced to the NTR revenue banking records.

Income Tax Department

Forty Corporation Tax Files from SMTO records were selected for tax audit purposes.
Out of these, only 19 files were presented for audit purpose. From a review of these files,
it was observed that there were no Corporation Tax Returns for the taxpayers, and there
was no evidence that NRA had levied penalties on taxpayers for failing to submit their tax
returns.
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In line with generally accepted practice, taxpayers carry out self-assessments at the
beginning of the tax year. It is expected and required that taxpayers should send in their
corporation tax returns not later than 31st March the following accounting year. These
returns can either agree or disagree with the initial provisional assessment. It is the
responsibility of the NRA Audit and Assessment Unit to audit the taxpayers' account for
tax and PAYE computation. The objective is to ascertain whether the accounts are
complete and accurate. However, from our review there was no evidence that audits had

been carried out during the period under review.

4.13.2. Petroleum Bonded Warehouse

The quantity of petroleum products imported and stored in the Petroleum Company
warchouses was not recorded on the ASYCUDA system to enable the NRA to have
visibility and to monitor the stock maintained at these bonded warehouses.

We were told this was because the ASYCUDA system quantity field had a six character
limit. The huge number of litres imported cannot always be accommodated. However, we
confirmed with the ASYCUDA project manager that a work-around existed for the
ASYCUDA system to accommodate these values through the splitting of the imported
quantity on the system. Consequently, warehousing of consignments was done on a
piecemeal basis, ie. warchousing quantities received and issuing took place
simultaneously. Therefore, it was difficult for ASYCUDA to ascertain the actual book
stock balance at the vatrious petroleum bonded warehouses.

We observed that the C27 sheets submitted by the resident officers at National Petroleum
and Leone Oil Companies did not have weekly uplift schedules attached. As such, the
audit team was unable to reconcile the C 27 sheets and the weekly sales information.

4.13.3. Non-payment of import and excise duties
For the period 1¢t January to 30% June 2012 import and excise duty was not paid by the Oil
Marketing Company (OMC). In an interview with the Officer-in-Charge of the Warehouse

4.13.4.

Unit it was revealed that the amount was paid through a cross debt settlement with the

government. However, reconciliations to justify the actual payments made by OMC were not

produced for audit. From the records submitted by the Resident Officer at Total Petroleum

Company for Jet Al deliveries to African Minerals there was no evidence of duty payments to
NRA.

Duty Free given to Individuals/Institutions who did not meet the Eligibility
Criteria

Duty Free concessions wetre given to individuals/institutions who did not meet the
eligibility criteria as set out in the Finance Act. The total duty lost as a result of this
was Le43 billion.

For any NGO to be given duty free concession, it must be registered with MoFED. In
our review of the List of NGOs who had registered and renewed their licenses, we found
out that 21 were given duty free concessions, even though they had neither
registered nor renewed their licenses. The duty lost as a result of the approval by
MoFED amounted to Le 844 million.

After comparing the approved schedule of individuals and institutions that were given
duty waiver conditions and the ASYCUDA listings, we noted that 24 beneficiaries granted
duty waiver were missing in the ASYCUDA listings of individuals and institutions granted
such waivers. The value of the approved duty waivers granted to them amounted to Le205
million.
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4.14.

THE TREASURY SINGLE ACCOUNT (TSA) CONCEPT

In March 2012 MoFED and the Accountant General’s Department initiated a study of the
TSA concept with a view to its adoption by the Government of Sierra Leone. We commend
the Financial Secretary and his officials for taking up this project as it will greatly contribute
towards establishing internal control over cash and banking procedures, a matter over which

this office has for many years expressed the most serious concerns.

TSA Defined

A treasury single account (TSA) can be defined as ‘a unified structure of government bank
accounts, enabling consolidation and optimum utilization of government cash resources’. It
separates controls at the transaction level from cash management as a whole. In other words, a
TSA is a set of linked bank accounts through which the government transacts all its receipts
and payments and at the end of each day, it receives a consolidated view of its cash position.

Importance of TSA

A TSA is an essential tool for consolidating and managing the cash resources of government.
In countries were the banking arrangements of government are fragmented like ours, the
establishment of a TSA should receive priority in the public financial management reform
agenda. Adopted successfully in many countries, Sierra Leone can draw on its lessons and
experience in establishing a TSA.

The banking arrangements of government are a significant factor in managing and controlling
the cash resources of government. They are crucial in ensuring that:

o taxes and non-tax revenues are collected and paid promptly and accurately; and

o cash balances are optimally managed so as to reduce borrowing costs of government (or

to maximize returns on surplus cash).

This can be achieved by establishing a unified structure of government bank accounts via a
TSA system. A TSA is considered an essential prerequisite for modern public sector cash
management and is an effective tool for any ministry of finance/treasury to establish oversight
and centralized control over the cash resources of government. It enhances the overall
effectiveness of a Public Financial Management (PFM). The establishment of a TSA should,
therefore, receive priority in any PFM reform agenda.

Situation Analysis

At the moment the government of Sierra Leone has more than 1,000 accounts in different
commercial banks. According to MoFED the banks charge about 20%?2 interest on loans
which accumulated to Le 254 billion for domestic debt in 2012 alone. Good cash management
seeks to reduce spending arrears and delayed payment by government to its suppliers. For
instance, domestic suppliers’ arrears increased by 34% in 2012. There are instances where
suppliers react by raising prices higher than they would have been because they want to
compensate for the anticipated late payment by government.

’MOoFED Press Release, Finance Ministry Introduces Treasury Single Account, 27 February 2013
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Furthermore, Treasury Transit Accounts, previously commented on above, are used by the
NRA to collect money on behalf of the government. Money from these accounts, according
to the MOU signed between the NRA and various commercial banks should be transferred to
the Consolidated Fund within 24 hours throughout the year and be closed out fully on 31st
December each financial year. However, this is not always observed. There are instances
where moneys are either transferred in the following financial year or not transferred at all;
consequently Government Domestic Revenue at the year end as presented in the Public
Accounts does not include all moneys collected and is therefore understated.

Status of TSA in Sierra Leone

Discussions with officials of the AGD revealed that the following has been done since the

declaration by the Minister of Finance in March, 2013 regarding the introduction of the TSA

in Sierra Leone:

= Revised Terms of Reference (ToR) for the procurement of technical specialist have been
completed but await the approval by the Accountant General.

® A major donor has indicated willingness to fund the project.

® The inventory of all Government bank accounts has been completed.

= A database designed to maintain records of all MoFED authorized bank accounts and the
signatories has been established.

® The working group on TSA has had its first meeting.

= A small delegation was sent to Liberia to view operation of the TSA there, but it
transpired, it has no TSA process.

= A presentation was made at State House with the objective of gathering political support
for the initiative.

®  Meetings between the Minister of Finance and managing directors of commercial banks
have been held.

®  Bi-lateral meetings have been held with the three banks, namely Sierra Leone Commercial
Bank, Rokel Commercial Bank and First Internal Bank as they hold significant balances
on behalf of the government.

= A letter has been sent to the Governor of BSL, as the central and supervising bank, to
request all commercial banks to submit on daily basis balances on commercial bank
accounts so far determined for the TSA inclusion.

= The following banks are now reporting in response to the request of the BSL:

Sierra Leone Commercial Bank

Standard Chartered Bank

EcoBank

Rokel Commercial Bank

First International Bank

Access Bank

International Commercial Bank

United Bank of Africa

Bank PHB

Zenith Commercial Bank

0 O 0O 0O o0 O o O O O

= Furthermore, the Deputy Accountant General I, reported that efforts were underway to
computerise the reporting aspect of the banks. The BSL is at present modernising its
banking system with T24 software which is said to have the capabilities of assisting the
TSA system.
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TSA Principles
An effective TSA system should be founded on the following principles:

The government banking arrangement should be unified, to enable Ministry of
Finance/Treasury oversight of government cash flows in and out of these bank accounts
and allow complete fungibility of all cash resources, including on a real-time basis, if
electronic banking is in place. A TSA structure can contain ledger sub-accounts in a single
banking institution (not necessarily a Central Bank) and can accommodate external zero-
balance accounts (ZBAs) in a number of commercial banks. These separate accounts
should be integrated with a top account (called the TSA main account) usually at the
Central Bank for netting off their balances (usually at the end of each day) to get the
consolidated cash position.

No other government agency should operate bank accounts outside the oversight of the
treasury. Institutional structures and transaction processing arrangements determine how
a TSA is accessed and operated. The treasury, as the chief financial agent of the
government, should manage the government’s cash (and debt) positions to ensure that
sufficient funds are available to meet financial obligations, idle cash is efficiently invested,
and debt is optimally issued according to the appropriate statutes. In some cases, debt
management including issuance of debt should be done by Public Debt Management
Unit (PDMU).

The TSA should have a comprehensive coverage, i.e., it should ideally include cash
balances of all government entities, both budgetary and extra budgetary, to ensure full
consolidation of government’s cash resources.
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4.15. 'TABLE 1 OUTSTANDING ISSUES IN PREVIOUS AUDITS
No | Outstanding Issues Management Current Status Management Response
in Previous Audits Response in Prior in Current Audit
year

1 | Inadequate control We will continue to The issues raised continue to | We will continue to
over collection, communicate your recur with no consideration communicate your finding
banking, recording, finding to NRA as it | to the recommendations to NRA as it affects their
and reporting of affects their made in the Audit Report. operations.

Financial transactions | operations.

2 | Inaccurate Improvements will The issue of differences Steps have been taken to
recognition of cash be made to the between the cash stated in the | ensure that all PIUs and
and bank balances system to cotrrect the | Cash Book and that on the Subvented Agencies will

anomalies noted. Bank Reconciliation report on a consistent and
Statements has been resolved, | complete basis.
However, we noted that some
PIUs and Subvented
Agencies did not report the
fourth quarter.

3 | Donor disbursements | We note your This is yet to be done. It is hoped that this issue
and other Public findings and wish to will be fully resolved when a
Funds were not inform you that we Multicurrency application is
captured. have made available or when donors

significant progress decide to use country

in bringing donor systems for the processing

disbursements as of all donor payments as

separate line in the well as the full deployment

Annual Accounts. of the IFMIS across
Government. We will
submit the reports provided
by the PIUs for your review
on request.

4 | Inadequate Will continue to Great improvement has been | Will continue to make
supporting make efforts to made in the area of adequacy | efforts to remedy this
documents on PVs. remedy this situation. | of supporting document, Situation.

however we continue to
observe some exceptions.

5 | Management Improvement will be | The Disaster Recovery Plan is | Plans are in place for a
Information System. made. still untested. Modules are disaster recovery centre.

still underutilized. Negotiations are in place to
ensure that paid unused
modules are used.

6 | Debt owed by New repayment plan | The debt owed by Sierra The Head, Public Debt
SALPOST and will be agreed on to Rutile has been removed Unit has been informed and
Sierra Rutile to ensure recovery. from thePublic Accounts. a payment plan will be
GoSL. Debt owed by SALPOST has | negotiated with the

still not been recovered. management of SALPOST.
Nonetheless no steps have
been taken.

7 | Non-Disclosure of Will work with NRA | Revenue Arrears were The National Revenue

Revenue Arrears. for resolution. disclosed in the accounts but | Authority did not provide
there was no break down to us with information in this
show the indebted regard.
institutions and business
houses.

8 | Poor management We have had Little or no improvement in Improvement will be

of Transit Accounts. consultations with this area. noticed in the forthcoming
NRA on this matter year.
and have been
assured of

improvement in this
area.




No | Outstanding Issues Management Current Status Management Response
in Previous Audits Response in Prior in Current Audit
year
9 | Un-presented Your concerns have | Continued progress noted at | Your concerns have been
Documents for been forwarded to AGD and at NRA. forwarded to the
Audit Inspection. the Management of management of NRA.
NRA.
10 | Bank confirmations We note your Considerable progress has More punitive action will be

for bank accounts
held in commercial
banks not
responded to.

concern in respect of
the non response
from the
Commercial Bank
relating to bank
confirmation; we will
forward a reminder
to the banks
concerned
reminding them of
their commitment to
the Government as a
client.

been made. All nine (9)

commercial banks responded.

taken to enforce the banks
to respond and on time.
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MAIN POINTS

What we examined

We did two audits. One was the annual audit of the Trust Financial Statement for the period
1st January to 31t December 2010. The second was the performance audit of waiting time for
processing and payment of retitement benefits for the period 2008-2012. This report
combines the observations and recommendations arising from those audits. Note that it does
not include the Auditor General’s opinion on the financial statements. The opinion will be
attached to the Board approved financial statements and be published with NASSIT’s Annual
Report.

Why it is important

The National Social Security and Insurance Trust is the only statutory body charged with the
administration of the Sierra Leone Pension Scheme. It is a contributory Scheme: financed
from contributions by employers and employees. Since its inception in 2002, the Trust has
collected a large amount of contributions from its members, paid benefits and also invested
contributions collected in various classes of investments. Citizens and their representatives in
parliament have a need and a right to have independent assurance that systems and procedures
employed by NASSIT for the collection of contributions, payments of benefits and the
investment of funds collected are sound and free from corruption and fraud.

The payment of retirement benefits (gratuities, grants and pensions) is very important to
beneficiaries. It is the right of every registered member of the scheme who has fulfilled all the
conditions to get accurate and prompt payment of his benefits whenever a contingency

Ooccufts.

Over the years, the Trust has undertaken large amounts of investments in vatious sectors of
the economy, particularly socially targeted investment. It’s imperative that stakeholders of the
scheme get independent assurance about the overall financial viability of NASSIT in the light
of the investment decision undertaken. The long term viability of any social security scheme

depends on the success of its investment portfolio.

What we found

There are fundamental problems in processing and paying retirement benefits that need to be

addressed. During the period 2008 to 2012, it took NASSIT an average of 58 days to process

and deliver payments to retirees. The objective to promptly process and pay old age benefits

within NASSIT’s target of 15 days was not met in 2012. We also noted the following:

*  Would-be retirees were not notified by NASSIT prior to their retirement.

® There were long waiting times for the provincial regions with north and south taking on
average an additional 13 days.

" Private sector pensioners with contribution gaps had an average waiting time of 85 days.

® Members were not well sensitised on how to apply for their benefits before retirement.
This seems to be why most retirees could not present the complete set of documents at
their first applications and also promptly collect their cheques when available.

®  NASSIT had only validated 13,638 out of 59,442 eligible employees of the Government of
Sierra Leone whose past services NASSIT should have validated by 2011.

= NASSIT does not have a file tracking and retrieval system at the records section and the
files were not propetly stored.

= The NAPOS computer system calculates benefits twice a month. Benefit applications
coming in after a run date are not processed until the next run date.
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There were serious problems in need of being addressed at the most basic level. The systems

and procedures by which the Trust collects contributions, pays benefits and also the manner in

which Trust funds have been invested needs to be considered by the Board as a matter of

urgency. The deficiency in these systems would seriously affect the capability of the Trust in

achieving its statutory mandate; some of these deficiencies were as follows:

® The audited financial statements of the Trust subsidiaries and associates, namely Sierra
Ferries Ltd. and West Africa Holding Ltd. were not provided.

® There are stale-dated cheques totalling 1.e815,292,000 arising from non-collection of
retirement benefits and gratuity payments.

= The Trust did not prepate consolidated accounts incorporating its subsidiaries, associates
and joint ventures as required by accounting standards.

= US$225,000 was paid to SBTS Group as systems maintenance fees, although no contract
existed.

= Loan agreements, totalling .e7,020,717,000 were not made available for audit inspection.

NASSIT has made some progress on ICT with the upgrade of NASSIT Area Pension
Operating System but much more work is needed to improve overall operating efficiency and
effectiveness.

Some 32% of the Trust's funds, valued at cost, are tied up in investments and loans to
subsidiaries and associated companies, which are largely commercial in nature; some of these
appear to have lost value significantly. Section 7(2) of the National Social Security and
Insurance Trust Act (2001) states that:

“The Board shall, in approving any investment, take into consideration the following:
a. the safety and yield of the investment;
b. the liquidity of the investment;
c. the need to maintain the real value and spread of the investment;
d. the maintenance of the fund and diversification of the portfolio of the
investment; and

e. the harmony of the investment with the public interest.”

We are not saying or implying that in undertaking such investments and loans the Board is
acting #ltra vires the Trust’s enabling legislation. That would be a matter for a formal legal
opinion and we have not requested such an opinion from legal counsel. However, what is
apparent is that some of these investments and associated loans (despite having ostensibly
sound business plans to support them initially) are now of doubtful value, seriously impaired
and do not meet the liquidity test inherent in Section 7(2)(b) quoted above and perhaps never
did. We do appreciate that there is social capital associated with some of these investments
and therefore they may fall within the meaning of Section 7(2)(e) but it seems to us that
investments need to substantively comply with all of section 7(2).

The failure to address fundamental weaknesses in its investment decisions, contributions
collection and the payment of benefits lead us to conclude that that Board of Trustees is
failing in its responsibility to provide control and supervision as required by Section 8(1) of the
NASSIT Act 2001.
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5.1

5.2

5.3

ABOUT THIS CHAPTER

We did two audits. One was the annual statutory audit of the Trust’s financial statements for
the period 1+t January to 315t December 2010. The second was the performance audit of
waiting time on the processing and payment of retirement benefits for the period 2008-2012.
This chapter combines the observations and recommendations atising from those audits but
does not include the Auditor General’s opinion on the financial statements. It will be
published in due course with and when the financial statements have been approved by the
Board of Trustees.

The chapter has two distinct parts:

Part I provides an overview of NASSIT’s enabling legislation, its governance structure, it
contains an analysis of its operations and in places draws on international best practices for
similar pension organisations as a comparative benchmark for the Trust.

Part IT is a reproduction of the Management Letter (ML) issued during the audit of the 2010
financial statements and the performance audit of benefit waiting times for the period 2008-
2012. It includes officials’ responses to the ML and, where appropriate, ASSL’s verification
report on those responses.

AUDIT OBJECTIVES

The primary objective of the audit was to ascertain whether funds generated by the Trust and
public funds allocated to the Trust were utilised for their intended purposes in accordance
with applicable rules and regulations. This audit also assesses the length of time it took
NASSIT to process and pay benefits.

Other objectives were:
= To assess the strength of Internal Controls;
®  To assess the level of compliance with financial and non-financial regulations; and

*  To ascertain whether books, records/documents were complete and accurate

The audit also focused on answering to the following questions:
= Are procedures for the payment of gratuity and pension followed?

= Are the members’ accounts well administered?

SCOPE AND METHODOLOGY

The financial audit component covered the financial statements for the 2010 fiscal period and
the performance audit component covered the period 2008 to 2012 and included all four
regional offices of NASSIT

The financial audit was conducted in accordance with the International Standards of Supreme
Audit Institutions. Those standards require compliance with ethical requirements as well as
planning and performing the audit to obtain reasonable assurance on whether the financial
statements are free from material misstatement.

The performance audit was carried out in accordance with the financial audit manual of ASSL
and the AFROSAI-E Guidelines on Waiting Time Performance Audit (2008). In understanding the
control system, interviews were conducted with personnel responsible for all the key systems
identified.
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5.4

5.4.1.

5.4.2.

5.4.3.

OVERVIEW OF THE NATIONAL SOCIAL SECURITY AND INSURANCE
TRUST

Background

After the civil war a social security scheme was established under the mandate of the Ministry
of Labour, as part of the process of rehabilitation, reconstruction and resettlement geared
towards sustainable peace, good governance, socio-economic development and political

advancement.

The legislation establishing the Scheme, the National Social Security and Insurance Trust Act, was
enacted into law on 20th July 2001.

The Scheme

NASSIT is a statutory Public Trust charged with the responsibility of administering Sierra
Leone’s National Pension Scheme. The primary responsibility of the Trust is the part
replacement of income in old age, during invalidity, and the payment of benefits to the
dependants of deceased members. Membership is compulsory for all workers, and optional for
self-employed persons. It is incumbent on employers to ensure that their workers are
registered with the Scheme.

The Scheme has the following features:

» Itis contributory, financed from contributions by employers and employees.

= It is a defined benefit social insurance scheme where members contribute during their
working life and are paid benefits at the onset of any of the three contingencies of old
age, invalidity and death.

= It is index-linked; pensions are regularly reviewed and adjusted in line with national
salary increases.

» Itis portable; credits are transferable from one place of work to another.

In order to achieve its corporate objectives the Trust performs the following basic functions:
registration of members; collection of contributions; keeping record of all members;
management of the funds of the Scheme; and processing of benefits for payment.

Governance

NASSIT is governed by a fifteen-member Board of Trustees, responsible for the control and
supervision of the Trust. The Director General who is appointed by the President subject to
the approval of Parliament is responsible for the day to day management of the Trust.

The Board members are drawn from the government, employers and employees. It is made up
of a Chairman, the Director General, and two representatives from the Employers’ Federation
and the Sierra Leone Labour Congress, with one representative from the following sectors:

®  Ministry of Labour, Social Security and Industrial Relations;

®  Ministry of Finance;

=  Bank of Sierra Leone;

= Sierra Leone Teachers’ Union;

. Forces;

= Civil Servants Union;

®  Ministry of Social Welfare, Gender and Children’s Affairs;

. Sierra Leone Insurance Association; and

= Social Security Pensioners’ Association.

58



5.4.4. Organisational Structure
The Trust is headed by the Director General who is supported by two Deputy Directors
General. The Deputy Director General I is responsible for Membership, Finance, Systems and
Technology. The Deputy Director General II is responsible for Administration, Human
Resource, Public Affairs and Customer Service. NASSIT has its headquarters in Freetown
with branches in Bo, Kenema and Makeni. Each Regional office is headed by a Regional
Manager.

5.4.5. Financing
The ultimate objective of social security systems is to honour benefits when they are due. This
requires, first of all, financial sustainability. The Scheme is financed from three sources namely:
=  Contributions;
=  Investment income; and

*  Penalty and Interest on delayed contribution.

NASSIT also receives contributions from the State to pay pensions to former civil servants
already in payment at the scheme’s date of inception. NASSIT only administers the payment

of these pensions and is reimbursed for the amounts paid plus related administrative costs.

5.5 THE ADMINISTRATION AND MANAGEMENT OF NASSIT

5.5.1. General
Social security is defined as any programme of social protection established by legislation, or
any other mandatory arrangement, that provides individuals with a degree of income security
when faced with the contingencies of old age, survivorship, incapacity, disability,
unemployment or rearing children. In some Jurisdiction Schemes may also offer access to
curative or preventive medical care.

5.5.2. Contribution
Contribution is the main source from which the Trust derives its income. The employer
deducts 5% from the employee’s earnings and pays another 10% on behalf of the employee,
to give a total contribution of 15%. Self-employed persons may join the Scheme as voluntary
contributors, paying the full 15% on their declared income.

Success in contribution collection and compliance is essential for the success and financial
viability of any Social Security scheme.

2Source- NASSIT Audited Financial Statements
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Contributions comprise more than 80% of the income received by the Trust, the majority of it
was from the formal public sector during the years 2007, 2009 and 2010. The Contribution of
the formal public sector is increasing at a higher rate than the formal private sector which has

fluctuated over the years.

As at 2010, the total number of members covered by the Scheme was 164,784, forty six

percent (46%) from the public sector and 54% from the private sector. Although more private

sector members were registered the public sector contributes more than the private sector —

see Tables 5.1 and 5.2. The main reason for this inverse relationship is lower contribution

compliance by the private sector.

The following are recommendations that the Trust may consider implementing to increase

contribution and compliance. The Trust should consider:

Developing a relationship model for its contribution collection. The focus should be on
building a relationship with employers rather than simply relying on the law to enforce
contribution collection. Employers should be classified according to their level of
compliance for monitoring and enforcement.

Establishing a working relationship with key institutions including private and government
agencies. For example, the Trust should consider establishing a relationship with the
National Revenue Authority and the Office of Administrator and Registrar General to
create a one stop service counter and to more easily keep track of employers and
employees of the Scheme.

Redesign its contribution collection business process. Its focus should not only be on
contribution collection but also on capturing accurate and complete data. Effective
management of contributors’ data is critical in every social security system since it offers
assurance to contributors that statements of account are complete and accurate and
facilitate the prompt processing of benefits. Employers with a computerised payroll system
should be encouraged to submit their data electronically, also transmit the data online for
validation and feedback before payment.

Develop electronic transfer of contribution and submission of returns in partnership with
banks, particularly with banks that have large deposits of the Trust funds. With these,
banks would be able to transfer collections to the Trust’s account with complete and
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5.6

proper details. It would also enable the Trust to do daily reconciliation of contributions
received.

® Permit employers to submit electronic returns through institutional electronic

arrangements, the Trust would more readily be able to direct real-time database update,

replacing cumbersome manual procedures.

INVESTMENT

This is the second largest source of Trust income. Funds are held by social security schemes in
order to safeguard their ability to pay benefits and provide services. Social Security funds are
also held to generate investment income to finance benefits and services. The following is an
excerpt from the draft Guidelines for the Investment of Social Security Funds, being developed by the
Investment Study Group of the International Social Security Association (ISSA):

“A sound governance structure is essential for the effective investment of social security
funds. The governance structure should ensure an appropriate division of operational and
oversight responsibilities, and the suitability and accountability of those with such
responsibilities. The responsibilities of the governing body should be consistent with the
overriding objective of the social security scheme, which is to pay the benefits and provide the
services promised. The governing body should strive to maintain the financial sustainability of
the social security scheme by monitoring and managing all the risks associated with the
scheme, including in particular the demographic, financial and broader economic risks. Under
the financial system adopted, the contribution level established and investment income should
be sufficient to finance the benefits and services, risk management should be applied in the

assessment of the long-term sustainability of the scheme."
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Table 5.3 gives a breakdown of the Trust’s global investment portfolio covering 2007-2010.
Over the years the largest concentration of the Trust investment portfolio is on call and fixed
deposits and government securities. As at 2007, the Trust had 74% of its investment in GoSL
securities and term deposits with other financial institution in Sierra Leone. This concentration
has been reducing over the years, such that as of 2010, the Trust only had 39% of its portfolio
in this class of investment.

The second highest concentration of investment is in equities, these comprise mainly
investments in subsidiaries and associates. As at 2007 the percentage was 12.6%, but the
concentration in this class has fluctuated over the years.

Table 5.4 gives an overview of the Trust investment income from 2008 to 2010. It can be
seen that over 93% of the Trust investment income is derived from term deposits and treasury
bills. Even though the Trust has been reducing its concentration in these, it remains heavily
reliant on this class of securities which exposes it to any fall in interest rates or other financial
crisis.




Table 5.5 shows a breakdown of the Trust investment in equity and its percentage holdings.
There has been an increase in investment in equities by the Trust. Investments increased by
85% in 2009 and 17% in 2010. Despite this increase the Trust has not received much
dividend income.

Table 5.5 also shows the amount of loans that have been given by the Trust to subsidiaries
and associates that are still outstanding as at the 2010 financial year.

Table 5.6 gives a breakdown of the Trust in investments under construction. These are socially
targeted investments.

A sound governance structure is essential for the effective investment of social security funds.
The governance structure should ensure an appropriate division of operational and oversight
responsibilities, and the suitability and accountability of those with such responsibilities.

The following, based on best practice, are recommendations for the proper and effective

management of the Trust investment portfolio:

® The Board should not be subject to political interference. It should carry out its function
within the legal framework establishing the Trust and in the best interest of scheme
members, beneficiaries and other stakeholders. The governing body also should not
release itself from responsibility by delegating some functions to other service providers
but should retain responsibility for monitoring and oversight of those service providers*.

®=  The Trust should seek to reduce the overconcentration of its investments on one
particular class of assets or investments. As has been discussed above, the Trust has major

concentration on term deposit and government treasury bills.

*|SSA Technical Report on the Guidelines for the investment of Social Security Funds

63



5.7

® For companies that the Trust has an interest in and a representation on the Board, it
should ensure that there is proper alignment and compatibility between the Trust social
security objectives and the corporate objectives of those companies, in order to reduce or
avoid conflicts of interest

® The Investment Division of the Trust should develop and implement a communication
strategy wherein they will provide regular updates to the public and the media about its
investments, detailing at least in broad terms, the rationale for taking certain decisions and
the rate of return. This would improve the public image of the Trust and raise its profile.
This type of proactive public relations would likely result in fewer enquiries about the
manner in which people’s moneys have or are being used.

=  Members of the Investment Division should be subject to minimum suitability standards
to ensure a high level of integrity and professionalism in governance when taking
investment decisions. There should be clear grounds and liability for all staff and officers
involved in the managements of the Trust funds.

®  The Trust should establish a code of ethics, transparency and accountability which should
be embedded in the investment decision making process and in the system of checks and
balances external to the investment unit. In short, the code of ethics should drive the
corporate culture.

ANALYSIS OF GENERAL AND ADMINISTRATIVE EXPENSES

Table 5.7 below shows the evolution of General and Administrative expenses over recent
years. From 2008 to 2009, the general administrative cost of the Trust increased by 16.5%
whiles from 2009 to 2010 the cost of running the Trust increased by 1.5%.

An Analysis of the items that made up the Administrative expenses indicates that staff cost
comprise of more than 50% of the total General and Administrative expenses. The second
highest expense line is General Expenses which are made up of general repairs and
maintenance and all other expenses excluding depreciation, utilities and financial charges.
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From Table 5.8 it can be seen that the number of staff employed by the Trust peaked in 2008
reaching 270 employees and is now down to 258. Notwithstanding staff fluctuation the cost in
terms of expenses has been progressively increasing. During 2009 and 2010 staff cost
increased by 19% and 10% respectively.

For developed and advanced Schemes, General and Administrative expenses usually represent
a rather low proportion of the overall insurable earnings. In younger schemes, obviously,
several costs are incurred that are linked to the initiation of the Scheme such as: staff training,
building the IT infrastructure, implementation of a mechanism to collect contributions and
pay benefits, etc. It is important that the Trust should monitor the level of General and
Administrative Expenses. This will provide an indication of the efficiency and financial
viability of the Scheme. One particular important comparative indicator is the percentage of
the level of administrative cost to insurable earnings.

Table 5.9 shows the ratio of administrative expenses to insurable earning used by Schemes to
monitor the level of administrative expenditure and also used by the International Labour
Oganisation as a benchmark in evaluating the efficiency of social security schemes. The
standard safety percentage is 5%. For NASSIT the ratio has been gradually reducing from 7%
in 2008 to 5.3% in 2010.

>Audited Financial Statements, calculations by auditor

65



5.8

BENEFITS
The Strategic objective for benefits as stated in NASSIT Strategic Plans is to:

“Process and pay social security benefits accurately, securely and promptly to members™.
It lays down a target of 15 days as the Key Performance Indicator (KPI) for payments. In

order to qualify for retitement benefit, the applicant must be 60 years old and have
contributed or earned credits for at least 180 months.
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ASSLs analysis of NASSIT’s facts and figures, 2011, 2012
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5.9

5.10

In the year 2012, 10,536 members received pensions from NASSIT. A total amount
Le30,609,714,000 was paid out by NASSIT as pensions. On average each pensioner received

Le2,905,250 in the year 2012. From the Table above, the total number of pensioners increased
from 2,564 in the year 2008 to 10,536 in the year 2012. The NASSIT pension population grew
by 411% from 2008 to 2012.

Government pensioners are those who retired from the public sector before NASSIT started
operations in 2002. The administration of their pension fund was transferred to NASSIT from
the Accountant General’s Department in 2002. In the year 2011, NASSIT had a total of
19,149 government pensioners and Le18,403,943,000 was paid out as pensions. In the year
2011, on average, each government pensioner received Le961,000. Data for government
pensioners was not provided for 2012.

VALIDATION OF PAST SERVICES

In introducing NASSIT, the government recognised the potential problem of workers already aged 45 and
above not being able to meet the minimum contributory period of 15 years before retirement and being deprived
of the opportunity of earning a pension under the scheme. To remedy this the validation of past services of
eligible Public Servants was introduced in May 2004. 1 alidation is the process by which NASSIT verifies
the length of service of all Government workers, whose names were on the Accountant General’s payroll on
January 2002. 1t converts those into the scheme so that they receive benefits taking into consideration their
length of service. This means, the benefits will be computed and paid monthly as if the member joined the
scheme from when he/ she started working with the Government.

ICT INFRASTRUCTURE

The use of Information and Communication Technology (ICT) is critical to the success of
social security organisations. More and more have turned to information technology to
develop solutions that enable delivery of high quality services, satisfying stakeholders and
improving efficiency of key processes. The application of ICT has strategic impact not only in
delivering service but it can also transform them.

The Trust uses an application called NASSIT Area Pension Operating System (NAPOS) for
benefits payments, contribution collection and data gathering generally. Custom built for

"NASSIT facts and figures, 2011, 2012
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NASSIT, it has been upgraded to NAPOS II now with the integration of a Biometric
Registration module.

As at 2010, the Trust has incurred Le4,949,036,000 for the upgrade of NAPOS II which is still
on-going. Capitalising on the advances of ICT, the Trust should re-engineer its business
processes to improve on efficiency, lower administrative cost and reduce processing time of
benefits payments.

The International Social Security Association Technical Commission on Information Communication and

Technology has identified three areas in which ICT plays a significant role in delivering social

security services:

= C(itizen interaction and service quality - The quality of the interaction between institutions
and citizen constitutes a key aspect for improving the effectiveness of service delivery.

= Scalable ICT platforms - To optimize performance, flexibility, scalability, cost and
longevity, the selection of the technology platform is critical.

=  Decision support systems and business intelligence - The decision making processes must
be supported by accurate information and the appropriate tools to enable interactive

exploration and analysis.

Examples abound where ICT is being used to reap service and efficiency benefits in
developing countries. This is true in places as diverse as Gabon, Tunisia, Mauritius,
Mauritania, Tanzania, Ghana, Cote d’Ivoire, Cape Verde and Uganda. NASSIT management
may wish to consider looking at some of these apparent success stories.

NASSIT SUSTAINABILITY RATIOS

Table 5.12 gives an indication of the Trust’s Sustainability Performance, the Trust’s
performance took a dip in 2009 due to an increase in general administration expenses and
total benefit payments while there was a fall in investment income. In 2010, the Trust’s
performance shows a slight improvement although there was a reduction in general benefits

coverage ratio from 1.30 to 1.18.

8NASSIT Audited Financial Statements, calculations by author
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5.12

5.12.1.

5.12.2.

FINANCIAL AND PERFORMANCE AUDIT FINDINGS AND
RECOMMENDATIONS

PROCUREMENT

SBTS Group Maintenance Contract

The Trust made payments amounting to US$225,000 to the SBTS Group as maintenance fees
even though there was no maintenance contract between the Trust and the SBTS Group. The
Trust had asked the SBTS Group to stop all maintenance work with immediate effect, for
which the SBTS Group had accepted and agreed to withdraw all their staff from the premises
of the Trust.

Officials’ Response

The BA/SBTS Group Limited was awarded the contract on April 26, 2006. The scope of the project
included to design and implement a Biometric Registration System (BRS) and to integrate the BRS System
with the existing NAPOS' application.

The Biometric Registration Systems module which formed part of the project as specified in Scope I was
completed and implemented separately on the 28th February, 2008 by SBTS Group and since then the Trust
bas been using the BRS System up to this moment. During this period, SBTS Group deployed ifs staff in all
the Trust Offices and provided free support and maintenance services from the 28th March, 2008, to the 28th
February, 2009 (i.e. 12 months). This was in line with the original BRS contract specification, plus
additional support over and above what was stipulated in the original contract.

On the 20th, August, 2009, Management wrote a letter to SBTS Group asking the company to stop all
development efforts, parallel run, system testing, implementation works on the NAPOS II and BRS Support
and maintenance (see attached Appendices A & B). This is because the SBTS Group by then sent a request
to the Trust for payment for the maintenance and support provided by his company for the period over and
above the 12 months as specified in the contract.

Alfter several meetings by the Board sub-committee it negotiated an amount which was approved by the board.
1t was therefore not necessary for a maintenance contract becanse the service had already been provided before
any payment.

1t was thus an implied understanding between the parties that since work had been done and fees negotiated by
the sub-committee and eventnally approved by the Board of Trustee, there was a presumption of regularity.

ASSL Comment

Management’s response noted. The Trust should not have made such payment though it was
approved by the Board. It is also worth nothing that at the time of the payment, the contract
was not yet completed by SBTS Group and there should be a clear difference between a

maintenance contract and support services. The issue still stands.

Purchase of Motor Vehicles

Procurement procedures were not followed and adequate supporting documents were not
provided for the purchase of motor vehicles amounting to Le958,572,817. It was therefore
recommended that the Trust should ensure full compliance with procurement rules and

regulations.
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Officials’ Response

Management notes the comments and states the following;

®  Methodology. The threshold for the procurement of goods by NCB method Is an amount not
exceeding Le600,000,000. At procurement planning phase, the estimated value of the motor vebicle
CIF at the port of delivery did not exceed the limit for NCB. The fignres quoted in the andit are
amonnts offered after tender. The method of procurement and strategy are determined at planning stage
and not after.
Moreover consistent with S42 (1¢) of the NPP Act 2004, ICB method is used when NCB fails o
identify an acceptable bidder. In this case we achieved competitive prices from seven bidders from Sierra
Leone; one of which was found to be acceptable.

*  Value for money. Best value for money concept is underpinned by three cardinal principles namely;
cost, quality and time. These principles are facilitated by the development of the procurement strategy and
analysis of the aforementioned factors among others. In this procurement, we achieved transparent
competition after four weeks of advertisement, seven firms offered guotes. We were satisfied that the offers
we had obtained, compared favourably with onr market Intelligence information.

Regarding quality we obtained assurance about quality from the relevant manufacturers’ anthorization
support, that the suppliers would deliver the goods requested to specification. The goods were certified as
having met the prescribed quality standards.

Finally the goods were delivered within acceptable lead time.

*  Bid Opening Register. As a matter of principle we maintain a register of attendance for all onr
meetings. At bid opening like all other meetings this register is signed by all attendees present. Score
sheets recording bid details are circulated to all participants in the meeting. Bid details are publicly read
out and records taken by all present.

Kindly find attached copy of newspaper of bid advert and register of bid opening meeting and minutes of
bid opening meeting for your perusal.

Management hopes that the concerns of the anditor have been adequately addressed and that due process
was followed on this procurement.

ASSL Comment

Copy of the newspaper advert, and attendance for bid opening and minutes were provided
during the verification exercise but no procurement plan was provided to substantiate that at
the planning stage the amount did not exceed the NCB limit. Section 42(1c) quoted by the
Trust could not be traced to the NPPA Act 2004. The issue still stands

5.12.3. Affordable Housing Projects
The Trust did not follow the appropriate procurement method when awarding contracts for
its Affordable Housing Projects. National Competitive Bidding was used instead of
International Competitive Bidding. It was recommended that the Trust should ensure full
compliance with procurement rules and regulations.

Officials’ Response

These were turn-key projects. The objective was to respond to demand from members to provide affordable
houses and to trigger local supply. The trust was looking at the options of constructing model/ Pilot houses for
showease purposes all over the country and to test the market of it readability to acquire such houses within
defined locations and the cost. Since the quantum of houses to be built were small in quantity they will not serve
as sufficient appetite for International bidding. Management believes that it was best suited for the NCB
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5.12.4.

5.12.5.

method to be used with the aim to facilitate local content enhancement. 1ocal engineers were used for the design
and build in order to control cost and since it was entirely meant for pilot by the trust.

Moreover consistent with S42 (1¢) of the NPP Act 2004, ICB method is used when NCB fails to identify an
acceptable bidder.

ASSL Comment
No evidence was provided by the Trust to substantiate the above response. Section 42(1c)
quoted by the Trust could not be traced to the NPPA Act 2004. The issue still stands

Disposal of Furniture, Equipment and Vehicles

The Trust did not follow the NPPA Act 2004 when disposing of its assets. The Trust stated
that it used its internal manual, but procedures stated in the manual were also not followed. It
was recommended that the Trust should ensure full compliance with procurement rules and

regulations.

Officials’ Response

Management notes the concern of the audit. However Internal bidding processes were carried out and an open
tender was done at the premise of the trust which are critical elements to ensure value for money, with reserved
prices set prior to this process were based on book value and maintenance cost incurred on each item for the last

sixc months prior to sale by the Trust.

ASSL Comment
Management’s response noted. The disposal process was not done in accordance with the
Trust disposal manual. The Trust did not comply with the NPPA Act 2004 which overrides all

other procedures. The issue still stands.

SBTS Group Contract

A contract in the sum of US$1,548,794 was awarded to the SBTS Group in April 2006 for the
design and implementation of a Biometric Registration System and its integration with the
existing system. That contract was for a period of eight months, but it is still incomplete six
years later. The SBTS Group has only just recently completed the design and implementation
of the Biometric Registration System but the integration with the existing system has not been

done.

Officials’ Response

The BA/SBTS Group Limited was awarded the contract on April 26, 2006. The scope of the project
inclnded the following:

®  Design and Implement a Biometric Registration System (BRS) for the Trust and:

»  [ntegrated the BRS System with the existing NAPOS Application

There was considerable delay, but there were several factors responsible for the delays and these were as follows:

s When the contract was awarded to SBTS Group, the company did a requirements gathering analysis of
our existing system and recommended an enhancement to our existing system. They enhanced the system
using a different platform by translating the source code from Fox pro database to SQL Server 2005 and
C#. This therefore increased their scope of work as specified in the original contract. This enbancement
was then estimated to last for 36 man-months using the recommended option B (see attached). Thus,
instead of eight months as specified it has now increased to 36 months for the initial period.

®  During the design and development phase of the projects, the SBTS Group Ltd. changed and replaced
three set of developers and this was done according to the company for Administrative purposes. At any
time, a set of developers were replaced by a new set, they will always need at least two to three months to

understand the Trust operations, processes and procedures and the existing system before commencement of
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5.13.1.

work. The Systems and Technology staff wonld have to take them throungh the entire existing system and
our operations. This caused several delays in the project and the SBTS Group wonld always had to ask
Jor an exctension of contract (see attached) to be granted by the Trust in order to enable them completed the
entire project.

»  _Also, the SBTS developed the BRS-INAPOS 11 using a different platform and different operating system
and whenever there are upgrades or technological changes they will always had course to change.

»  The length of times we conducted the parallel runs are all factors responsible for the delay.

»  New functional requirements were always submitted by the users of the Trust to the SBTS Group to be
incorporated into the new system (see attached). At any time these request are implemented by the company
they caused further delays in the project.

v The SBTS Group submitted a bill to the Trust for the enbancements done . This was considered to be an
adpanced new developed operating system that was far above the cost of the original contract.

*  Management consider this outside their scope and mandate ."The enbancement bill/ voice was referred to the
Board of Trustees. Disputes subsequently arouse as a result of these enbhancements and the cost which the
Trust refused to honour and we resulted to arbitration consistent with the contract (see attached). The
whole process of arbitration took almost a year and as such during that period no development work was
going on until the arbitration process was concluded.

In conclusion management notes the concern of the anditors. The process was stalled and management had to
undertake arbitration with respect to the additional fees from the developer for the re-writing of the NAPOS
software in order to integrate the registration system with the operation system. The impasse bad being settled,
the System is now fully integrated, completed and now putting modalities in place for the system to be in live
operation in all the Trust Offices.

ASSL Comment

Management’s response noted. The contract was not executed in accordance with the original
terms of the contract signed. This resulted in the Trust paying the sum of US$2.2 million in
2011 for the settlement of disputes it had with the SBTS Group regarding this contract. This
issue still stands.

LOANS AND ADVANCES

Regimanuel Gray (SL) Ltd

1e6,657,015,000 was stated as a loan to RG (SL) Ltd. This loan could not however be
substantiated as supporting documents were not provided for audit inspection. It was
recommended that the Trust should provide the loan agreement and other supporting
documents for audit inspection.

Officials’ Response

Management notes the concern of the auditor. These expenses relate to end of service benefits provided to
erployees as a result of industrial dispute and also repayment of loan to Eco bank of §1.3 million. The board
approved this amonnt and adyised that it be converted to Equity at the shareholders meeting. The conversion is
still outstanding. Management will inform the directors of RGSL to quickly proceed with the conversion
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ASSL Comment

Evidence of US$1,372,551 equivalent to Le5,421,579,886 repayment of loan to Eco Bank
Ghana Ltd was seen by the audit team. However, no evidence of a loan agreement between
the Trust and Regimanuel SL Ltd was provided for audit inspection. The shareholders of
Regimanuel Gray (SL) have not met since 2009. The issue still stands.

Sierra Block Debenture

A loan plus interest amounting to Le 11,294,095,000 was made to Sierra Block Concrete Ltd.
(SBCL) a subsidiary of the Trust. The loan was given in 2004, but no payment has been made.
This subsidiary did not have an audited financial statement and appears to be unprofitable.

It was recommended that the Trust should make a provision for possible loss in their

accounts since the loan may not be collectable.

Officials’ Response

The amount of Le 11,294,095,000 reported as interest to SCPL. is not interest on loan to the Company. On
2nd February 2005 and 9t October 2005 the Trust gave loans of Le 4.5 billion and 1.¢3.0 billion to
SCLP. As at 2010, the consolidated loan shown in the Financial Statement of Le 8.3 billion represents
principal plus interest amounting 1e 766.607 million. Interest accrued as at end 2010 amounted to Le 3.0
billon making a total of Le 11,294,095,000.

SCPL’s Financial Statement for 2010 bave been andited and now presented for your attention. In April
2012, there had been an arrangement instructed by the Board of Directors of the Company that 8% of the
Company’s Gross Sales is applied to repay the amount due on the Loan. Since this understanding was struck,
there had been regular payment now totalling Le 1,074,376,619 of the Loan. Management strongly believes
that that business has potentials to grow and meet all its liability. This is evident in its financial statement.
The Company bas restructured its operation, negotiated a payment plan and it is currently meeting this.

ASSL Comment

An audited 2010 financial statement of Sierra Block Concrete Ltd was provided for audit
inspection which was approved by the SCPL Board on 11t April 2013. The financial
statement shows that Sierra Block Concrete Ltd has total noncurrent assets of
Le12,554,023,000 and current assets valued at Le2,302,652. The current liabilities of Sierra
Block Concrete Ltd were valued at Le12,260,294,000 and there were no long-term liabilities.
The cash and cash equivalent as at December 31 2010 was valued at Le157,574,000. From
analysis of the audited financial statements, Sierra Block Concrete Ltd appears to have going
concern problems for the foreseeable future. The issue still stands.

Home Finance Company Ltd

Loans for Le280,044,000 are shown on the financial statements. No loan agreement was
provided to substantiate the loan. The amount relates to start-up costs undertaken for Home
Finance Company Ltd. and has been on the Trust books since 2003. It was recommended that

the Home Finance Company Ltd. must repay the amount failing which the Trust should write
it off.

Officials’ Response

These payments relate to pre incorporation expenses. In 2011, the Trust decided that the amonnt be converted
to shares and the relevant share certificate had been given. This has now being converted to equity by HFC Litd
and certificates had been issued. However as at the time of andit this was still a loan to the company as the

decision for conversion had not been taken.
ASSL Comment
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Management response noted; there is no evidence of the amount been converted to equity by
HFC Ltd or a share certificate issued and provided for audit verification. The issue still stands.

Sierra Block Concrete Ltd

Amounts totalling Le83,658,000 were stated as a loan in the financial statement. No
supporting document for the loan agreement was provided. The amount relates to start up
costs for Sierra Block Ltd and has been on the Trust books since 2003. It was recommended
that the Sierra Block Concrete Ltd should repay the amount failing which the Trust should
write it off its books.

Official’s Response
These relate to some operational cost after pre-incorporation expenses which are related to the Sierra Block.
They include clearing of equipment’s from port and lease ground rent for the project site. The Company has
restructured its operations and now operates a hwo shift system due to the increase in demand for its product.
Management strongly believes that the business bas potentials to grow and meet all its liabilities. This is evident
in 1ts financial statement.

ASSL Comment
Management response noted. No loan agreement was provided to substantiate this amount as

loan, therefote the issue still stands.

Kimbima Hotel Loan

A loan for Le 3,832,228,000 was given to Kimbima Hotel, a subsidiary of the Trust in 2009 on
the condition that the hotel would be completed within six months and that the loan facility
would expire within 60 months. As at date, construction is still ongoing on the Hotel.

Official’s Response

Management notes the concern of the anditor. This is an investment to boost profit in the industry. Kimbima
hotel has always been profitable before the enbancement. The delay is due to several factors inberent in the
industry for modernigation of hotels in the country. The plan bas changed over the period to meet minimum
standard as recommended by hotel expert which has necessitated newer loans. In other words, a larger scope of
the works was pursued in order to take the Hotel from a zero-star to at least a three-star standard especially in
the face of the growing competition in the tourist industry. The new dimension of works is expected to achieve
the competitive edge. Al loans have been consolidated to date.

ASSL Comment

Management’s response noted; Evidence of all loan consolidation was provided to the audit
team.

No evidence of the loan conversion to shares by Kimbima Hotel in favour of the Trust was
provided as stipulated by the loan consolidation agreement. The issue still stands.

INVESTMENTS

Sierra Ferries (SL) Ltd

Sierra Ferries Ltd is 100% owned by the Trust. As at 2010, the Trust had capitalised
Le 26,849,867,000 in respect of expenditures undertaken on behalf of Sierra Ferries Ltd. Most
of the expenditures undertaken were administrative expenses and repair costs for the ferries.
No audited financial statement of Sierra Ferries Ltd was provided to the audit team;
additionally the Trust subsidized its operations. No share certificates were provided for audit

inspection. We were unable to confirm the value of the Trust sharcholding. It was
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recommended that the Trust should make a provision in the financial statement as there are
indications of possible impairment of the investment. The Trust should provide share
certificates to substantiate the ownership of the shares by the Trust.

Official’s Response

The objective of the investment is to address a social issue which is sea transportation and is long term. The
investment is one hundred percent NASSIT. The trust has not decided on the treatment of the investment.
This will be treated as equity to Sierra Ferries or debt. This will be reflected in the books of NASSIT.
Management will present a proposal to the board for approval.

ASSL Comment

Management Response noted; No audited financial statement and share certificates were
provided for audit inspection. The Trust did not provide for impairment, therefore the issue
still stands.

Sierra Block Concrete Ltd.

The Trust had 60% shareholding in this company amounting to Le 7,110,000,000 going back
to 2004. From inception this investment has not been profit making. No audited financial
statement was provided for audit inspection. There were indications of impairment. The
auditors were unable to confirm the value of the Trust shareholding. It was recommended
that the Trust should make a provision in the financial statement as there are indications of
possible impairment in the investment.

Official’s Response
The investment in Sierra Block is long term in nature. We strongly believe the company will be profitable as
evident in its financial statements. 1t has made considerable efforts in reducing its liability.

ASSL Comment

An audited 2010 financial statement of Sierra Block Concrete Ltd was provided for audit
inspection. It was approved by the SCPL Board on the 11" April 2013. The financial
statement shows that Sierra Block Concrete Ltd. has total noncurrent assets of
Lel12,554,023,000, current assets valued at Le2,302,652,000. The current liabilities of Sierra
Block Concrete Ltd. were valued at Le12,260,294,000, there were no long-term liabilities and
it was also unprofitable. The cash and cash equivalent as at December 31 2010 were valued at
Le157,574,000. From analysis of the audited financial statements, Sierra Block Concrete Ltd.

appears to have going concern problems for the foreseeable future. The issue still stands.

Regimanuel Gray (SL) Ltd.

The Trust had 40% shareholdings in this company amounting to Le7,498,880,000 invested at
the formation of the company in 2004. No board meeting has been held since 2009. No
audited financial statement was provided for audit inspection. No dividend has been paid
since inception. There was evidence of mistrust between the Trust and the majority partner
Regimanuel Gray (GH) Ltd. The auditors were unable to verify the value of the Trust
shareholding. Share certificates were not provided as evidence of the trust ownership of the
shares. It was recommended that the Trust should make a provision in the financial statement
as there were indications of impairment of the investment. The Trust should provide share
certificates to substantiate the ownership of the shares by the Trust

Official’s Response
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The amount of 1e7,498,880,000 represents the Trust’s 40% holding in RGSL. The Company reported
losses for years after commencement of operations but there is potential for the Company to make profit. The
Company substantially reduced it negative profit of Lel7.61 billion in 2009 to Le326 million in 2010 and
in fact reported profit in 2011. The 2010 accounts of RG (SL) Litd. is now audited and available for
inspection. We strongly believe the company will be profitable as evidenced by the financial statements.

ASSL Comment

A share certificate was provided to substantiate the Trust’s ownership of the shares. A 2010
audited financial statement was provided for audit inspection which was signed by the external
auditors on 11 April 2013. The Audit report highlighted that RG (SL) had going concern
problems and there were no assurance that the company would continue into the foreseeable
future. According to the audit report, RG(SL) had noncurrent assets of Le6,622,398,000,
current assets of 1.e38,894,938,000 and current liabilities of 1.e60,438,467,000. The cash and
cash equivalent available at the end of the year was Lel,077,466,000 and it was also making
losses. The Shareholders of Regimanuel Gray (SL) has not met since 2009. The issue still
stands.

5.14.4. Kimbima Hotel Ltd. (KHL)

The Trust had 60% shareholdings in this company amounting to Le5,296,415,000. At the time
of the audit, the hotel was still under construction. There has been a lot of unexpected
changes in the project and the project completion date has been postponed several times over
the years. No audited financial statement was provided to the audit team. Share Certificates
were not provided as evidence of the Trust’s ownership of the shares. It was recommended
that the Trust should make a provision in the financial statement as there were indications of
impairment of the investment. The Trust should provide share certificates to substantiate the
ownership of the shares by the Trust.

Official’s Response
The amount of 1.e5.296 billion represents the Trust's 60% holding in KHL. The Hotel had been in
refurbishment and construction for the past years since 2009. Due to a change in the scope of the refurbishment
and additional construction works taken on to bring the Hotel to a competitive edge, there had been changes in
cost and date of completion. Prior to commencement of the works, the Hotel was reporting profit as shown by its
draft financial statements.

ASSL Comment

A share certificate was provided to confirm the trust ownership of the shares. An audited
statement of financial position as at 13% July 2006 was provided for audit inspection which
was signed by the auditors on 234 August 2013. No audited financial statements were
submitted for the financial years 2007, 2008, 2009 and 2010. Therefore the issue still stands.

5.14.5. West Africa Holdings Ltd.

The Trust had 30% shareholdings amounting to Lel16,594,747,000 in the company. No
audited financial statement was provided for audit inspection. It was also observed that the
majority partner was the owner of the Logistics Company (Gateway Supplies) which supplied
the Joint Venture. It was recommended that the Trust should ensure that all parties to the
venture must disclose any third party interest they may have in other companies which
transacted business with the Trust. It was also recommended that the Trust should implement
a monitoring mechanism to ensure that it had value for money in all transactions undertaken
by related third parties.

Official’s Response
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In 2010, when the 30% shares were acquired in WAHL, the Trust hired the service and acted on the adpice
of external solicitors Messer Y ada Williams and Co to conduct legal due diligence and advised the Trust on the
legal status of the Company and its members.

As you may be aware, WAHL is the Company managing the Mammy Yoko hotel refurbishment to an
international 5-star standard to be operated by the Radisson-Blu brand of the Carlson Rezidor Group of
Hotels. In order to achieve the theme that conld attract the Radisson-Blu brand, the Carlson Rezidor Group of
Hotel Investors recommended the Project Managers, Integrated Solutions based in South Africa.

On offer of the shares, the Trust learned about Gateway Supplies Inc. being the procurement agent of WAHL.
Gateway Supply Inc. is not a supplier but a procurement agency incorporated according the Laws of the United
States with the Majority Sharebolder serving as its Chief Executive Officer. However, when the continuity of
Gateway Supplies Inc. was queried, the responses received confirmed support of the existing structure by the
Project Manager, Integrated Solutions on key grounds. The Project Managers being conscions of the quality of
materials needed for the refurbishment recommended that we continue the services of Gateway Supplies Ine.
Also, it was found ont that dispensing of the services of Gateway wonld be counterproductive to the project.

In that regard, the CEQO was required to provide a disclosure of bis interest in Gateway Supplies, which be did
and now forwarded for your attention. Observing the processes and procedures of Gateway Supply Inc. we noted
that the Company employs a robust process that ensures value for money throngh comparative invoicing method.

In that regard, WAHL requested for the originals of invoices of the items procured and the comparative invoice

report, which have been provided by Gateway Supplies Inc. Meanwhile, the 2010 Financial Statements of
WAHL. is andited but not yet finalized by KPMG.

ASSL Comment
No evidence was provided during the verification exercise to confirm management’s

explanation, the issue still stands.

5.14.6. Kambui Holding Ltd.

5.15

5.15.1.

The agreement between NASSIT and Kenema City Council was a joint venture, with NASSIT
holding 80% and Kenema City Council holding 20%. This was not indicated in the financial
statement. A loan of Le 4.486 billion and US$680,688 was given to Kambui Holdings Ltd.
The Trust did not disclose these loans separately in the financial statement but capitalised
them as costs incurred in respect of Kambui Holdings Ltd. As per the loan agreement, the
Trust was supposed to accrue for interest on these loans but this was not evidenced in the
accounts. It was recommended that the Trust should reflect the true relationship between the
Trust and Kambui Holdings Ltd in the financial statement.

Official’s Response

Management will mafke the necessary disclosure and interest accruals.

ASSL Comment
The True relationship was reflected in the financial statement but the Trust did not accrue for
interest on the loans provided; the issue still stands.

PAYABLES
Stale Cheques

The Trust had stale dated cheques amounting to Le 815,292,000 classified as payables in the

financial statements. These arose as a result of the non collection of retitement benefits and
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gratuity payments. It was recommended that the Trust should improve on its delivery service
and ensure that pensioners promptly receive their payments.

Official’s Response

Management notes the concern of the auditor. However the issue of stale cheques bas been a challenge becanse of
the limited and sometimes inaccurate information on member. To apply for social security benefits under the
NASSIT Scheme, a contingency has to occur as stipulated in the NASSIT Act. No. 5 of 2001. When
contingency occurs a member bas to formally file an application after which a validation check date will be
issued. During this period application documents are vetted for correctness and consistency before assigning an
appointment date. The appointment date informs applicants as to when their cheques will be ready for
collection. When cheques are forwarded to the payment points, customers are contacted by the Customer Service
Department on the availability of their cheques for collection using the cell phone numbers and address
submitted. The Customers are expected to report fo our payment points for physical verification, biometric
registration and payment of gratuity. Most of the stale cheques are those who cannot be contacted on known
address with us. The trust has conducted several public education and public notice on the uptake of gratuity
and pension Those with accessible contact addresses who cannot be contacted on cell phones are contacted at their
stated addresses for them to report to our payment point for collection of their cheques. If they cannot be reached
using the available means, after sixc months the cheque will be returned as staled Gratuity cheques for safe
keeping. The cheques will be rewritten upon verification as and when the members show up to claim their
benefit cheques

ASSL Comment

No evidence was provided during the verification exercise to confirm management’s
explanation; the issue still stands.

Non Reconciliation of Aged Payables

The auditors observed the Trust did not maintain a reconciliation of aged payables to identify
long outstanding payables and reconciling items. It was recommended that the Trust should
regularly prepare payable reconciliation and payable aged report and take necessary action
where necessary.

Official’s Response
Management notes the concern of the auditor and accepts that the process of reconciliation is ongoing and that
aged payable report will be generated in the future.

Audit Verification Report
The effort of management is noted but will be reviewed during the next audit; therefore issue
still stands.

Long Outstanding Accruals

It was observed that some amounts were classified as other accruals, some of which had been
outstanding for more than four years. No explanation was given to the audit team for these
long outstanding liabilities. It was recommended that the Trust should regulatly prepare a
reconciliation of its accruals and take appropriate action in respect of all long outstanding

accruals.
Official’s Response

Management notes the concern of the anditor. The process of reconciliation is on-going and will be improved
upon.
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ASSL Comment

The response of management is noted but the issue still stands.

BENEFITS

Monitoring of Survivors

The Trust did not have a system of monitoring survivors to determine when they become
ineligible to receive benefits. It was recommended that the Trust should develop and
implement a robust system of monitoring and verifying survivors to ensure that only legal and
eligible survivors benefit from the trust.

Official’s Response

The Trust is aware of the challenges involved in handling this category of payment. However, the Trust carvies
ont a regular review to update our data. We are currently in the process of changing onr operational system. The
new system is designed to monitor survivors benefit in real time.

ASSL Comment

The response of management is noted; the issue still stands

Lack of Access Control in Pension Payroll System

It was observed that there were no user access controls in the pension payroll systems as every
user had full administrative rights to access the system. It was recommended that the Trust
should implement a user restricted access in the pension payroll system

Official’s Response

There is an I'T security policy of the. In contains a policy on access controls for all our software applications,
systems and the network. Users don't have full administrative rights to either the NAPOS application and or
our network system. Users are only given administrative rights local to their machines and not any system or the
network. Besides there are access controls where users have their levels of access including the NAPOS
application

ASSL Comment

A documented IT security policy was provided during verification. However, it was noted at
the time of the verification that users’ access control was not implemented as prescribed in the
policy. The issue still stands.

INCOME

Penalties Levied on Late Payment

The NAPOS system did not automatically capture defaulters of late payments after the 15th
of the following month. It was observed that the indebtedness of contributors was manually
captured. It was recommended that the Trust should upgrade the NAPOS system to
automatically capture all late contributions and accurately charge the appropriate penalties and
interest.

Official’s Response

Penalties on late payment are a process which is clearly defined in the Act. Before caleunlating late payment the
trust most have issued both soft and hard demand letters. 1t is being currently calenlated ont of the system. Our
new operational system is design to identify late payment and issue demand letters and caleulate penalties.
ASSL Comment
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As at the time of the audit, the NAPOS system did not automatically capture defaulters of late
payments. The issue still stands

NON CURRENTS ASSETS

No Capitalisation Policy
The Trust did not have an approved Capitalisation Policy. It was recommended that the Trust
should develop and implement a documented capitalisation policy.

Official’s Response
The Trust capitalization policy is in line with best accounting practice based on the IFRS. All assets are
capitalized and recorded in onr asset register and depreciation or amortization is based on the class of asset.

ASSL Comment
The response of management is noted, a documented capitalisation policy was not provided
during the verification exercise. Therefore the issue still stands.

RECEIVABLES

Long Outstanding Receivables
Amounts totalling Le58,091,000 classified as other receivables have been outstanding for a
long time, some as far back as 2006. It was recommended that the trust should make

provision for or write off all debts that are unlikely to be recovered.

Official’s Response
Management notes the concerns of the anditor and has instituted investigations and reconciliation of this specific
acconnt. Necessary steps will be taken to write off all debts that are unlikely to be recovered

ASSL Comment
The response of management is noted; the issue still stands.

TAXATION

Overdue Withholding Tax and PAYE

Amounts totalling 1.e589,706,030 and Le491,827,112 in respect of withholding tax and PAYE
respectively were outstanding to NRA; some of these amounts had been outstanding for more
than four years. It was recommended that the Trust should pay the outstanding amounts to
the National Revenue Authority and that in future it must expedite payments in respect of its
tax obligations.

Official’s Response
Management notes the concerns of the anditor and has instituted investigations and reconciliation of this specific
acconnt. Necessary steps will be taken to pay the outstanding if there are any after the process.

ASSL Comment
The response of management is noted. During verification, these amounts were still
outstanding in the financial statement, therefore the issue still stands.
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CASH AND BANK

Lack of Prompt Action Taken on Reconciling Items

Prompt action was not taken by the Trust in addressing reconciling items in the bank
reconciliation statements that were prepared, with some reconciling items dating as far back as
2008. It was recommended that the Trust should address the issue of reconciling items
without delay.

Official’s Response
Management notes the concern of the anditor, however adequate action had been faken to address significant
amount of these items.

ASSL Comment
Effort of management noted, but the issue still stands.

INTERNATIONAL FINANCIAL ACCOUNTING STANDARDS COMPLIANCE

Consolidated Account

The Trust did not prepare a consolidated account in accordance with IAS 27 incorporating all
its Subsidiaries, Associates and other third party interests. It was recommended that the Trust
should prepare a consolidated account incorporating all third party financial interests.

Official’s Response
Management notes the concerns of the aunditor and will ensure that the Chairmen and Directors of the varions

subsidiaries present the necessary andited financial statement to enable us do the necessary consolidation

ASSL Comment
At the time of the verification exercise, the Trust did not prepare a consolidated account, the

issue still stands.

No Related Party Disclosure

The Trust did not disclose any related party transaction. During the audit, it was observed that
the Trust had a number of related party transactions such as Sierra Block Concrete Ltd.,
Regimanuel Gray (SL) Ltd. and Sierra Ferries Ltd. It was recommended that the Trust should

disclose all related party transactions in its financial statement.

Official’s Response
Management notes the concerns of the auditor with respect to transactions with our subsidiaries and will make

the necessary disclosure.

ASSL Comment
The Trust did not disclosure all related party transactions it had during the financial year, the
issue stands.

Standard Pension Practice

The NASSIT Act requires that the Trust should prepare its accounts according to standard

pension practice, which is supported by the provisions of IAS 26, Accounting and Reporting

Retirement Benefits. The team observed that the financial statement only disclosed net assets

available to pay benefits but did not take account of liabilities to pay pensions and other
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benefits in the future. It was recommended that the Trust should prepare its financial
statement in accordance with IAS 26, Accounting and Reporting by Retirement Benefits. If
there was any deficit in the funding available, the Trust should make the necessary provisions
in the financial statement.

Official’s Response

Management notes the concerns of the anditors, however it is worth noting that valuation of the scheme has been
prepared in accordance with the recommended actuarial practice and this is enshrined in the NASSIT act to
ensure the solvency of the scheme. The next valuation is due after the 2010 financial report is published. Any
deficient that may occur will be recommended on how to bhandle. The scheme has an equilibrium period of 20
_years. Projection are carried ont by the actuary and recommendations made.

ASSL Comment
The Trust is requited to prepare its financial statements in accordance with IAS 26
Accounting and Reporting by Retirement Benefits, the issue still stands.

MANAGEMENT OF THE SCHEME

Lack of Written Funding Policy
There was no evidence of any documented funding policy.

Recommendation

The Trust should establish a documented funding policy in agreement with all stakeholders of
the scheme which should be regularly reviewed, with the view of helping the fund in ensuring
that corporate governance of the scheme was improved by increasing transparency and better
understanding of the risk and advantages of financing options.

Official’s Response

The funding policy is clearly stated in the NASSIT Act. The Trust operates a defined benefit scheme that is
clearly defined. 1t is a partially funded scheme. Employee pays 5% contribution of earnings and Employers
pays 10 % of employees’ earnings which total 15%. Because the scheme is partially funded 1t has been
recommended by the actuary that money not used in the payment of current pensions must be invested to give an
actuarial rate of returns which is currently inflation plus 2%. This funding mechanism is constantly reviewed by
an actuary. If there is any funding gap the actuary will recommend.

The scheme is self-funding inclusive of contribution and investment income realized from investment of
contributions, while the S.L. Government is the underwriter of the scheme.

ASSL Comment
Management’s response is noted, a documented funding policy was not provided for audit
inspection; the issue still stands.

Delay in Submitting Annual Financial Report

According to Section 16(1) of the NASSIT Act 2001, the Trust is required to submit an
annual report to the Minister within six months after the expiration of the financial year. This
report comprises the annual audit report among others. As at date, the 2011 and 2012 annual
reports are still outstanding. It was recommended that the Trust should ensure that it fully
complied with the NASSIT Act 2001.

Official’s Response
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Management notes the concerns of the auditors, however this was the direct impact of the change in auditor’s
which bas a very high learning curve at the inceptive year of the andits. The appointment of the anditor was also
delayed. The report of the anditor was also delayed.

ASSL Comment
Management’s Response is noted, the Trust is required to submit it financial statements
annually for auditing. The issue still stands.

BENEFIT PROCESSING TIME

Delays in the Processing and Payment of Retirement Benefits

The strategic objective for benefits as stated in the Strategic Plans of 2007—2009, 2009-20011
and 2011-2013, states: “Process and pay social security benefits accurately, securely and
promptly to members”.

NASSIT has not determined the actual number of days it takes from the point when a valid
and complete application is made, to the point when the Beneficiary’s cheque is handed over
to him or her.

In order to determine the time taken to process and pay retirement benefits we analysed 553
randomly selected pensioners’ files, for the years 2008 to 2012. It took NASSIT an average of
58 days to process and pay retirement benefits. The table below shows the average waiting
time from the date of acknowledgement of application to the date of acknowledgement of
payment for the years 2008 to 2012 for all categorise of pensioners.

According to the qualifying conditions of NASSIT, members can retire before age of 60 and
above. Interviews and review of documents showed cases where members retired below the
age of 55, before and after the age of 60. The majority of those who retired below 55 years of
age were either military personnel or other categories of retirees like former members of
parliament and they were few and easy to handle.

We considered the waiting times for the pensioners with the different age brackets. The
average waiting times from the acknowledgement of application to the acknowledgement of
payment for the different age brackets were estimated as follows and as shown in Table 13:

= Below 55 years took an average of 42 days;

® Between 55 and 60 years was estimated at 59 days on average;

= Above 60 years an average of 64 days was recorded.
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5.24.2.

In addition, the target KPI is “seamless process for processing benefits is 15 days for old age”.
With reference to the 15 days for old age benefits, we analysed 103 pensioners’ files for each
of 2009 and 2012. In each year, an average of 19 and 38 days, respectively, was required to
process old age benefits and prepare payment slips. It was recommended that in order to
achieve the strategic objective for the processing and prompt payment of retirement benefits,
NASSIT should ensure strict adherence to the procedures for processing retirement benefits,
validate the past services of eligible public servants and address the problem of contribution
gaps prior to the retirement of members.

Official’s Response.

The Old Age Contingency cover by NASSIT spans for persons 55 years and above. In addition to the social
security benefits, NASSIT only administers the payment of Government pensions. Government retirement
pensions depending on the sector for instance the military and the prevailing circumstance can cover persons
below and even far below 55 years. Therefore, in the case of retirement files identified for persons below 55
years are all completely within the realm of Government pension-in-payment. The processes in terms of
computation of Government pension-in-payment are carried out by the Government. Thereafter, the names of
the retirees and entitlements are forwarded to NASSIT only for payment. Any delay in terms of this category
of retirees is duly as a result of non-receipt or untimely receipt of all the required information and
documentations from Government.

There are required information and relevant documentations from claimants to ensure that social security
benefits are accurately and promptly processed and paid to the right person. Contrary to this, it is very difficult
to process and pay any social security benefits. Amongst these documentations are: retirement letter; social
security card; successfully completed validation form and records of past service, as the case may be; and
completed social security benefit application form. What prevails in this circumstance is that when claimants
are required to forward these information and documentations, it takes them the longest time. In line with the
Trusts’ work processes and procedures, processing of social security benefits only commences when full

information and documentations are made available.

Non Notification of Would-be-Retirees

One of the procedures set out in the NAASIT work processes and procedures for the
payment of social security benefits is that NASSIT should send notification letters to would-
be retirees three months before they retire. This is to ensure that would-be retirees were

9Analysis of NASSIT retirement pension files
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5.24.3.

adequately informed about their retirement, the application process and the required
documents they will need to present when making the benefit claim to NASSIT.

Through inspection of pension files and interviews with staff members of NASSIT, we noted
that would-be retirees were no longer notified by NASSIT before their retirement. For the
553 randomly selected pensioners files from 2008-2012, it took an average of 100 days for
those retirees who were aged 60 years and above to make an application for retirement
benefits as shown in table 14 below:

The notification letters are frequently misunderstood by both the employers and the
employees. The Head of the Benefits Department explained that the employees are
complaining that employers use the notification letters to prematurely relieve them of their
duties. It was recommended that NASSIT should formally notify would-be retirees three
months before the due date of their retirement. The notification should contain the members’
updated account statements and the list of all the required documents that must accompany
the benefits application form upon retirement. In addition, notification and documentation
should be included in the sensitisation programme conducted by NASSIT. This will allow the
would-be retirees ample time to assemble all necessary documents before retirement, thereby
avoiding the delays that occur between the time of application and acknowledgement of
receipt of applications.

Official’s response

This process was discontinued because employees were using the Trust’s notification letters to would-be retirees
as justification to retire them. Complaints were received from would-be retirees that the Trust is indirectly and
Sforcefully retiring employees. Based on the principle of social insurance, attainment of age 60 is just one of the
qualifying conditions for full retirement pension and not necessarily a vebicle to enforce retirement. Homwever,
upon the attainment of age 60, a member of the Scheme may decide to continne as an active member of the
Scheme so as to angment his/ ber benefit/ pension right. However, in developing the Trust’s Strategic Plan
3024 — 2016, the necessary corrections with regard to the above will be reviewed. Moreover, retirement age

varies from one category of employees to another, for instance, Teachers, Lecturers, Judges, etc. which is age 65.

Centralised Benefits Computation System

NASSIT has offices in all of the four Regions. These offices register individuals and
establishments within the regions, receive applications for retirement benefits and effect
payments of benefits upon receipt of the processed cheques from head office.

According to interviews, applications made in the provincial regional offices were forwarded
to headquarters for benefits computation once every week. It takes headquarters two weeks to
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process private sector benefit applications and three weeks for public sector benefits before
returning them to the originating regions.

Analyses as presented in the table below reveal that, it took an average of 50 days for NASSIT
to process and pay retirement benefits in the Western Region where the headquarters is
located compared to that of the Northern, Southern and Eastern regions which took 60, 63
and 67 days respectively. The longest waiting time occurred in the Eastern Region with an
average of 67 days.

Recommendation

In order to ensure that delays caused as a result of the movement of retirement benefits
applications from regional offices to the headquarters for further processing are curtailed,
NASSIT should consider adopting a decentralised benefit processing system with effective
controls.

Official’s response

NASSIT Regional Offices are the contacts for all members and non members of the Scheme for services
provided. Amongst these services are the application and receipt of social security benefits.  Similarly, in line
with the Trust’s work processes and procedures, all information and documents should be presented at the
respective Regional Offices as to facilitate the processing of social security benefits. Anything contrary will result
to an unnecessary delay in the processing and payment of social security benefits. In most cases, this bas been

the prevailing circumstance and the primary reason for the delay in the processing and payment of social security

benefits.

Further, members of the Scheme from the Accountant General’s Payroll also apply for social security benefits in
their respective Regional Officers. When these members apply, the files are forwarded to Government
Operations Department for the extraction of contribution details. In most cases, it is at this point that
contribution gaps are discovered. Consequently, the respective Heads of MDAs (Ministry of Education for
Teachers, Military, Police, etc.) are contacted for verification of these gaps before these files are processed. On
the other hand, if all the information and documents in the files received from the Regional Offices are correct,
processing will be done on time so that it can be forwarded back for payment of social security benefits.

It is also important to note that there is a difference between first contact and lodgement of claim. Lodging
starts when a claim number has been given to the file. And even there, problems can be encountered with the
Sile where documents submitted are inconsistent with what was earlier supplied to NASSIT at registration of
members. Al social security benefits computation is centralized to avoid duplications and as a control system
but does not reduce the processing time of social security benefits.
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5.24.5.

Incomplete Documents at First Application

An application for retirement benefits is complete if all the following documents are present
in the application, retirement letter, social security card, application form for retirement
benefits and record of service. NASSIT will only acknowledge receipt of application if all
these documents are present in the application. If all the above documents are complete, an
application will be acknowledged and claims lodged with an assigned claim number the same
day.

During the review of files, the audit team considered the time lapse between date of
application and date of acknowledgement of application. We observed that most of the
retirees did not present the complete documents at their first time of application and hence
applications were not acknowledged at the instance. Rather, they were advised to assemble the

requisite documents or complete any missing information on their applications before re-

applying.

From table 6.16 below, it took retirees an average of 74 days to make a complete application
that can be acknowledged by NASSIT. There were fluctuations in the average waiting times
for the period 2008-2012. The highest waiting time (122 days) occurred in 2008 and it was
reduced considerably in 2009 and 2010. The period 2011 to 2012 however recorded an
increase in the average waiting time

Official’s response

Acknowledgement of social security benefits application can only be made when all required information and
documentations are made available.  Consequently, the processing of social security benefit commences.
Otherwise, the inadequate information and documents received are put on hold until the claimant forward the

remaining. "This means that it is impossible to process social security benefits with an incomplete application.

Late Collection of Cheques

We also observed that pensioners collected their cheques late. Retirees were unable to
promptly collect their cheques when they were ready. Interviews with pensioners revealed that
they were not informed when to collect their cheques. They said they had to check repeatedly
at the NASSIT regional offices until their cheques were ready for collection. In 2012, an
analysis of a sample of 100 paid files showed that it took the pensioners an average of 27 days
to collect their cheques. It was recommended that NASSIT should ensure that claimants
patticularly with complete documentation are given an indication/ time frame for the
processing of their applications. Moreover, they should endeavour to inform applicants when

their cheques were ready. All these processes should be adequately documented and included
in the files.
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Official’s Response

During presentation of all relevant information and documentations at the point of the application for social
security benefits, the contacts in terms of telephone number and address of the claimant is requested. In some
cases the contact telephone numbers and addresses are not correct when attempts are made upon completion of
the processing of the social security benefits.

The Gratuity cheques are secured until the claimants are contacted or turn over to the respective Regional
Offices.  This is because these cheques are only given to the claimants themselves as they need to be verified,
images captured and bank account numbers obtained from them. Otherwise, when once the gratuity cheques
are issued without being verified and account number obtained, most often it becomes very difficnlt to obtain
these information and documentations. This obvionsly will canse delay in the processing and payment of their
monthly pension into bank accounts as these requirements are very vital.

525 ADMINISTRATION OF MEMBERS’ ACCOUNT

5.25.1. Delays in the Validation of Past Services
In introducing NASSIT, Government recognised the potential problem of workers already
aged 45 and above not being able to meet the minimum contributory period of 15 years
before retirement. This will deprive them the opportunity of earning a pension under the
NASSIT scheme. To remedy this situation, Government introduced the validation of past
services.!? See paragraph 3 and 4 in chapter 2 for details.

We observed from a review of pensioners’ files that retiring members recommended by the
government to be validated were not validated as at the time of their retirement and
application for benefits. Also, out of a total of 59,422 public sector employees whose past
services NASSIT should validate, only 13,638 were validated as at 2011. We noted from
interviews that some pensioners were not aware of the validation exercise and so they did not
apply until they retited. Even those who were aware could not apply before retirement

because they could not trace their records of service from their employers in time. Refer to
the table below.

' MOU between GoSL and NASSIT in May, 2004
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5.25.2.

Number of people to be validated as at end December 2011 59,442

Number of applications for validation received 21,579
Number of incomplete applications received 4,004
Number of invalid applications 3,892
Number of people validated 13,638
Number of people not yet validated 45,804

The audit team also compared the average waiting times of pensioners whose past services
were validated before they retired against pensioners whose past services were validated after
retirement. From Table 6.18 below, the average waiting time for pensioners whose past
services were not validated before they retired was 66 days. This was 14 days longer than the
average waiting time of 52 days for those pensioners whose past service was validated before
they retired.

Recommendation

In a bid to mitigate delays caused by the late validation of past services of eligible members,
NASSIT must ensure that the past services of the outstanding 45,759 eligible public servants
as at December 2011 are validated as prescribed by the MOU of 2004. As such, members’
accounts would be credited for past services

Official’s Response

The Trust has conducted several workshops with key stakeholders, television and radio discussions and also
used the press media to educate on the importance and ramifications of non-validation of past services. In
addition, in 2005, the Trust forwarded printed validation forms for all those on the Accountant General’s
payroll as t January 2002 to the respective Heads of Department. The outcome of this financial and labour
intensive exercise in terms of responses from these Heads of Departments was very negative. 'The Trust being
proactive, otherwise decided to directly issue the validation forms to the concerned members so as to fast track the
entire process. NASSIT immediately received a strong worded letter from Establishment Secretary’s office at
then admonishing to desist forthwith from such exercise. As the information required to successfully complete
the validation forms and the records of past services are only with the employers, the only feasible option was to
wait and treat it by case to case basis when claimant turn over for application of social security benefits.

Ineffective Monitoring of Member’s Accounts
According to the NASSIT Act of 2001:

“... every employer of an establishment shall deduct immediately at the end of every
month 5% of the worker’s earnings for that month irrespective of whether or not such
earnings are actually paid to the worker. Also, every employer of an establishment shall pay
for each month in respect of each worker, an employer’s contribution of an amount equal

to 10% of such worker’s earnings for that month. The contributions referred to in
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subsection (1) and (2) shall within fifteen days after the end of each month, be paid to the
trust. A self-employed person who has agreed to become a member shall contribute 15%

of his income each month, from his profession, vocation, business or occupation”.

It was disclosed during interviews that there were contribution gaps (meaning, a member is
not fully contributed by his employer or by him if self-employed). The gaps in contribution
were revealed only when their accounts statements were extracted for processing of benefits.
These gaps had to be corrected before benefits were processed and paid.

We confirmed through reviews and analyses that there were gaps in contributions. The
average waiting time for those pensioners who had gaps in contributions for the years under
review was 85 days. This was 31 days longer than the 54 days for those pensioners who did
not have gaps in contribution. See Table 15 below.

Official’s Response

Gaps in members’ contribution details exist as a result of the following:

= Poor Mode of Social Security Contribution Schedules: At the end of the month, contribution schedules are
excpected from all registered establishment with the Scheme. NASSIT bas conducted workshops with key
stakeholders and installed software (INASSIT Converter) to ensure that the correct mode of contribution
schednles is forwarded. In most, these establishments continue to forward wrong mode of contribution
schedules.  Employees affected by the presentation of the wrong mode of contribution schedules have
contribution gaps for the period.

= Quwmiission of Names on Social Security Contribution Schedules: There are also instances wherein
erployees’ names are omitted on the contribution schedules for some reasons. These employees for the
period(s) will have contribution gaps.

=  Non-Remittance of Social Security Contributions: Although through workshops, television and radio
discussions and press media NASSIT has reiterated the importance and implication of non-submission of
contribution schedules at the month either with remittance of contributions or not have not yielded any
positive ontcome.  Delinquent registered establishments because of non-remittance of social security
contributions do not submit contribution schedules. At the end of the day, after going through all the non-
compliance punitive actions and even prosecutions at the High Court, will submit wrong social security
contribution schedules. There are cases wherein prosecutions take the longest time, at the end o forward
corvect contribution information and documents of the affected employees become impossible.  These
employees end baving social security contribution gaps as some might bhave even gained other employment.
However, the NASSIT has engaged the House of Parliament to assist in retrieving social security
contribution arrears so as to shorten the period as compared to the period it takes at the High Conrt.
Currently, NASSIT has also developed a proposal and is in discussion with the Office of the Attorney
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5.26.1.

General and the Ministry of Justice for the establishment of a Special Conrt specifically for the prosecution

of social security matters.

In addition, most of the gaps in social security contributions are from the Accountant General’s payroll. Prior
to now, identified social security contribution gaps from Accountant General’s payroll were owned up to and
payments were immediately made. During this period, social security contribution gaps had never created any
meaningful delay in the processing of social security benefits. The state of platy now is completely the reverse.
NASSIT was informed that Accountant General’s Department bas been admonished to desist from mafking
payment with respect to social security contribution gaps until the affected Department verifies and endorses.
This decision bas created an undue and very long delay in the processing of social security benefits of claimants
that have social security contribution gaps. It has taken the longest time for these Departments to verify and
endorse social security contribution gaps. Therefore, NASSIT can only process social security benefits upon
receipt of the full information and documentations derived from the verification and endorsement of the social
security contributions gaps by the respective Heads of Department.

RECORD KEEPING

Poor Records Management

NASSIT maintains a centralised system of storage for hard copy files and other forms of
documentation for its members and pensioners. This system is operated at the records section
of the Western Area office.

NASSIT does not have a file tracking and retrieval system where all the records of registered
members and pensioners’ files movement are recorded and monitored. The documents are
filed only in alphabetical order which means that before tracing a particular file it is necessary
to go through almost all the documents for a given alphabet letter, this makes the locating of

member records cumbersome and inefficient.

In addition, for ease of access when records are needed, some files which should have been

propetly packed on shelves in an organised manner are scattered on the floor. The records

were kept in cardboard boxes with no description on the shelves.

Partial view of the records section of NASSIT
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5.27

It was recommended that NASSIT should upgrade its records management and develop a
system for tracking and retrieving, so as to enhance easy access to files. Also, a system of
back-up should be designed to maintain soft copy versions of all documents that can be easily
retrieved in the event of a loss or disaster. In addition, NASSIT should improve and expand
the storage facilities for records so as to be able to contain the large number of incoming

records of new members registering with the scheme and for the pensioners

Official’s Response

The Trust bas a record movement tracking system and a Benefits File Request Form, designed for requesting
departments, endorsed by Heads of Department. Also, there is Record Reqguest 1, which is the designed
request from used by departments requesting SS1A and SS1C forms. These requests are further re-entered in
a forms request register.

However, in terms of the space constraints, Management has accorded the desired urgency by taking necessary
actions culminating to Board of Trustees’ Approval for the construction of a purpose building for Records
Department. The process is ongoing and very soon the Trust will be proud of a new building for Records
Department.

Movement Summary Sheet not well recorded

The movement summary sheet is a document that shows the record of actions taken,
signatures and dates at all stages of the benefit processing, payment and preparation of spread
sheet for pension payroll. It also shows the movement of pension files for processing from
the date of acknowledgement of receipt of a claim or application to the date of
acknowledgement of payment.

Examination of the movement summary sheet revealed instances where actions undertaken
on the movement summary sheets were not completely adhered to or dated and signed by the
responsible officers. It was recommended that responsible officers involved in the processing
of benefits should take the necessary actions and sign and date the movement summary
sheets. This will facilitate the identification and tracking of the stages at which delays occur.

Official’s Response

Well noted. Corrective measures have been put in place.

NASSIT AREA PENSION OPERATING SYSTEM (NAPOS)

NASSIT uses the NAPOS for the processing and computation of benefits. NAPOS, as
previously described above, is an operating system that runs pensions twice every month in
batches and also serves as a control mechanism for the processing of benefits. These include
maintaining a database of the information of all registered members, lodging of all benefits
applications or claims upon retirement of members and the calculation of benefits when the

contingency occurs.

We noted through interviews that NAPOS was designed in a way that it only runs or
calculates benefit twice every month. The benefits run dates were the 15t and 15% of the
month, benefits applications coming in after each run dates were not calculated until the next
run date. There is an addition of 14 days to the waiting time for applications received
immediately after the run dates. It was recommended that NASSIT should upgrade the
NAPOS system in a way that it will be able to calculate benefits whenever an application is
made hence contributing to the achievement of the 15 days target set by NASSIT.
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Official Response
Management as part of the work processes and procedures, runs pensions twice every month (i.e. 1% and 15%),

in batches becanse social security benefit applications come in bits and also to serve as a control mechanism.
However, with NAPOS 11, which has been developed and replaced NAPOSI has more robust control system.

As a result, henceforth, social security benefits are now processed as the applications come in. No more batches

or twice every month.  Social security benefits applications come in today is immediately processed.

94



CHAPTER 6
REVIEW OF INTERNAL AUDIT

Table of Content

MATIN POINTS ..ottt s s sins 96
6.1. ABOUT THIS CHAPTER ..ottt bbb bbbt 98
6.2. INTRODUCTION ...ttt s b b bbb bbb 98
6.3. METHODOLOGY AND APPROACH TO THIS REVIEW .....coviniiirniirerniierineieriesenssssessssessesasessesssessesssessesens 99
6.4. OVERVIEW OF PUBLIC SECTOR INTERNAL AUDITING ... ssssssssssssssses 99
6.5. ORGANIZATION OF INTERNAL AUDIT IN THE GOVERNMENT OF SIERRA LEONE .......cccoccoveunn. 101
6.6. THE INTERNAL AUDIT-CAPABILITY MODEL (IA-CM) — A SUMMARY .....ccoosiiiiiinniiiinisnisicissines 102
6.7. REVIEW FINDINGS AND RECOMMENDATIONS ..ot sisssiesssssessssssessssssssssssssssssssssns 104

95



MAIN POINTS

What we examined

A questionnaire, dealing with a range of internal good practice topics, was prepared and
completed by ASSL audit staff after interviews with officials from a broad spectrum of
MDAs. Interviews were conducted with Ministry of Finance and Economic development
internal audit management and PEFA assessments for 2007 and 2010 were reviewed. The
three volumes of the Internal Audit Mannal for Ministries Departments and Government Agencies were
reviewed in depth. A sample of working paper files was also reviewed with internal audit

reports.

To arrive at an objective view on the status of internal audit in the government of Sierra
Leone, the findings were assessed in line with the Institute of Internal Audit Research
Foundation’s Internal Audit Capability Model 1A-CM) and Internal Audit Assessment Criteria, the
latter derived from the Office of the Superintendent of Financial Institutions in Canada.

Why it is important

Internal audit is a pillar for effective public financial management. It is also a profession in its
own right, with audit standards and recognised professional certification. Properly configured
and with an appropriate level of independence, sound internal audit contributes to
maintaining the system of internal control, management, accountability and governance in the
public sector. It can also be an agent for continuous improvement and may assist in ensuring
appropriate levels of economy, efficiency and effectiveness in the management of public
expenditure.

What we found

Internal audit policy contained in the Internal Andit Manual for Ministries Departments and
Government Agencies is comparable largely with international standards of the practice of internal
auditing although there are areas in the manual that need revision. For example, the policy
places internal audit working papers in the public domain once the report has been issued.
However, the conventional rule is that working papers are the work product of internal
auditors and should not be in the public domain.

Internal Audit Charters, considered a key component for defining roles and responsibilities
for internal auditors and stakeholders largely do not exist in MDAs although a draft charter is

set down in the manual and was disseminated for adaptation and adoption.

A central audit committee exists under the auspices of the Financial Secretary. In MDAs such
committees are rare and they are solely created at the discretion of the vote controller. The
result is that MDA vote controllers can effectively undermine the independence of the
internal audit function.

Although the salaries of the internal audit cadre are almost all paid from the MoFED budget,
allocation of other resources in MDAs depends on the goodwill of the vote controllers.
Resources such as adequate accommodation, file space, computers, printers, photocopiers,
etc. are not adequate for many internal audit units to do their jobs effectively. Indeed, the
operations of internal audit in many MDAs are given little or no resource allocation and can
thus be rendered ineffective — see Table 6.3, Internal Audit Resources by MDA, below.
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Working paper files are substantially non-compliant with the manual. One reason for this
deficiency is that audit kits or templates based on the manual that should shape compliance

have not yet been developed.

Internal audit reports do not fully comply with the requirements of the manual. Although
reports in the sample reviewed were deficient in terms of standards, they were still useful and

well written.

Based on the review, it is our conclusion that internal audit as practiced throughout MDAs in
particular is not as effective as it needs to be given the complexity and stage of development
of Sierra Leone’s public sector. On the IIARFY Internal Aundit — Capability Model we believe the
function attains Level 1 while tending towards Level 2 which is to say, it has sustainable
internal audit practices and procedures which are not yet well established throughout the

public sector. In short, there is ample room for improvement.
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6.1.

6.2.

ABOUT THIS CHAPTER

In this chapter we describe the findings from a review of internal audit departments we
undertook across a representative selection of MDAs. The audit review arose because in our
work during the current and past years we felt that the function of internal audit in GoSL was
not working. We therefore wanted to confirm our view and identify the root causes of flaws in
the system.

In conducting the audit we designed a relatively short questionnaire describing the elements of
a well-functioning internal audit department. It was based on current good practice as set
down by the internal audit profession’s standards setting body, the Institute of Internal
Auditors (ITA). A small team of ASSL auditors met with internal audit management in eleven
MDAs and completed the questionnaire. They also examined a selection of working paper
files, professional audit guidance used and internal audit reports. In addition PEFA
assessments for 2007 and 2010 were reviewed.

In forming our judgment on the overall quality of internal audit as practiced in GoSL we
thought it fair and appropriate to recognize that while the function is not new to Sierra Leone,
in its modern form, it has not been formally established here for a long time either. In fact it
was officially established in the GBAA in 1995. The GBAA Section 6(1) (b) requires that
internal audit practice “...conform to internationally recognised standards ...”. These would
be the International Standards for the Professional Practice of Internal Anditing (Standards) set down by
the IIA. In 2009 the IIA Research Foundation (IIARF) published its well recognised Internal
Audit Capability Model (LA-CM) for the Public Sector. We have adopted this model as an official
source of suitable objective criteria to provide a balanced view on how well internal audit is
practiced in GoSL. We will describe the IIA LA-CM later in this chapter. We have also used
adopted Internal Aundit Assessment Criteria from another authoritative source as a basis for

assessing best practice in internal auditing,

INTRODUCTION

Internal audit is a professional appraisal function that operates independently of line
management, providing an objective assessment of practices and activities and contributes to
governance, accountability and transparency. When propetly functioning, internal audit
provides senior management with assurance as to the design and operation of the governance,
risk management and control processes in their organizations. Conducting internal audits in
MDAs promotes effective management and the highest ethical standards throughout
government. Internal audit should play a key role in ensuring that Sierra Leoneans receive

value for money.

The legal authority for internal audit is established under the GBAA (2005), Section 6(1)
through 6(5) inclusive. Section 6(1)(a) to (c) and 6(2) give the Minister of Finance authority to
create the MoFED Internal Audit Department and, through the vote controller (Financial

<

Secretary), to do the same “... in every budgetary agency ...” , each to use internationally
recognized standards. Sections 6(2) through (5) define internal audit and internal control and
lay out the duties and functions of an internal audit department, division or other unit. Section
6(5) has internal audit departments ordinarily reporting to the vote controller “... but shall be
to the Minister in any matter concerned with the management of internal controls by the vote

controller”. The enabling legislation has been interpreted to give the MoFED Internal Auditor
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6.3.

6.4.

statutory authority to coordinate and manage the internal audit cadre, to set standards and

monitor performance!!.

Establishing the function is one thing but implementing it effectively is quite another. The
PFM Performance Assessment Reports for 2007 and 2010 gave overall scores of D and D
respectively where the latter defined as:

“The internal audit function has been introduced for at least the most
important central government entities and undertakes some audits which
comment on systems issues, although it does not yet fully meet professional
standards.”

The 2010 overall score of D represents a marginal improvement over 2007 when it was D,
although ratings for coverage and quality as well as frequency and distribution of reports
remained unchanged at C in each year.

Internal audit is a critical element of internal control in MDAs and we believe that there is a
need for it to improve considerably and rapidly if PEM in GoSL is to progress and meet the
reasonable expectations of parliamentarians and citizens.

METHODOLOGY AND APPROACH TO THIS REVIEW

The purpose of this review was to evaluate the effectiveness and reach of the internal audit
function throughout MDAs, including the strengths, weaknesses, challenges, opportunities
and threats and make recommendations on the way forward.

A questionnaire dealing with a range of internal good practice topics, was prepared and
completed by ASSL audit staff on a broad spectrum of MDAs. Interviews were conducted
with MoFED internal management and with representatives from MDA internal audit
departments.

PEFA assessments for 2007 and 2010 were reviewed.

The Internal Audit Manual for Ministries Departments and Government Agencies was reviewed in
depth.

A sample of working paper files were selected from a number of MDAs and reviewed for
compliance with professional standards in general and the audit manual in particular.

A sample of internal audit reports covering a broad range of topics was reviewed and
compared to standards set out in the internal audit manual.

Ultimately, to arrive at an objective view on the status of internal audit in the government of
Sierra Leone, the findings were mapped against Internal Audit Assessment Criteria and the
Institute of Internal Audit Research Foundation’s Internal Audit Capability Model 1A-CM).

OVERVIEW OF PUBLIC SECTOR INTERNAL AUDITING

The nature of internal audit organizational arrangements determines its independence and
effectiveness. Broadly speaking there are two models: centralized and decentralized. Under the
centralized model the Ministry of Finance controls the internal audit budget and also plays a

11Repu blic of Sierra Leone: PFM Performance Assessment Report, June 2007
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major role that may range from just determining, implementing and monitoring policy,
procedures and methodology to having direct control of all internal audit resources and staff,
including hiring, with an unfettered right of access to all line ministries. Under the
decentralized model, each line ministry takes full responsibility for spending its own budget
and regards the role of the Ministry of Finance (if any) as advisory but not prescriptive. There
are, of course, varying configurations of the centralized and decentralized models.

In Africa and elsewhere there appears to be five main ways in which the internal audit
function is configured!?. These, in summary are:

e Internal Audit as part of the Accountant-General’s Office (Swaziland and Tanzania)

e Internal Audit as a function under the Ministry of Finance (Kenya, Botswana, Uganda and
Zambia)

e Decentralized internal audit function situated at the entity level (South Africa and Ghana)
e Internal audit as part of the Auditor General’s Office (Germany, but rarely seen now.)

e  Centralized internal audit function under Cabinet (Malta)

The role of modern internal auditing involves three main elements, namely, the evaluation and
improvement of risk management, internal control and governance. Risk management,
control and governance encompass the policies and procedures established to ensure the
achievement of objectives and include the appropriate assessment of risk, the reliability of
internal and external reporting and accountability processes, compliance with applicable laws
and regulations, as well as compliance with the behavioral and ethical standards set for public
organizations and employees.

The internal audit function has become an integral part of public financial management and is
an instrument for improving performance. It should ensure that public spending is legally
compliant, within budgetary provisions, complies with specified expenditure control
procedures, ensures the timely reconciliation of accounts and the effectiveness of systems for
managing and accounting for physical and financial assets.

Modern internal audit practice has become a professional discipline of strategic significance in
its own right with the now well-recognized professional designation Certified Internal Auditor
(CIA) provided by the IIA. A well configured internal audit function plays a vital role in the
governance and accountability process of public sector institutions. It needs the understanding
and support of senior management to enhance its effectiveness.

The following criterial® are used to assess an internal audit department as a well- functioning
unit.

A clear written and well communicated Charter setting objectives,
independent authority, unfettered right of access to records,
institutions and personnel as well as authority to follow-up on
action taken on audit findings and recommendations.

1. Mandate

YInternal Auditing in the Public Sector: Promoting Good Governance and Performance Improvement, by
Thomas Asare, International Journal on Government Financial Management (2009)

13Adapted from Internal Audit Assessment Criteria, Office of the Superintendent of Financial Institutions Canada (2002)
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6.5.

This table is reproduced in Appendix 1 with an additional column showing our assessment of
IAD in GoSL.

ORGANIZATION OF INTERNAL AUDIT IN THE GOVERNMENT OF SIERRA
LEONE

Internal audit in the government of Sierra Leone follows a hybrid of the centralized model
described above. That is the internal audit function is resident in MoFED under the
management of a Director Internal Audit who reports to the Financial Secretary (FS).
Internal auditors are deployed by the Director on permanent assignment to MDAs where they
report in the first instance to the vote controller in each ministry. Internal audit salaries
throughout GoSL are paid by MoFED. In MDAs the Head of Internal Audit (HIA) is
appointed under rules and regulations set by the Public Service Commission and the Human
Resource Office. The Director of Internal Audit sits on the interview panel. Head of Internal
Audit (HIA) appointments are made by the vote controller/FS (subject to the approval of the
Minister)!4. The HIA in an MDA has functional responsibility to the Director Audit in
MOoFED who exetcises control over policy and procedures but for administrative purposes
reports to the MDA vote controller.

Internal audit policies and procedures are disseminated by MoFED Internal Audit
Department (IAD) and are described in three volumes, Government of Sierra Leone: Internal Andit
Mannal for Ministries, Department and Government Agencies, issued in September 20061,

“Internal Audit Manual, Volume 11, paragraph 5, page 143

' prepared by KPMG through the European Union Institutional Strengthening Project in MoFED). The
development of these manuals has been supported by training programmes.
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6.6.

Under official policy the Financial Secretary has granted internal audit “... full, free
unrestricted access to all functions, records, property and personnel of the Ministry and
related parties™S.

Part of the IAD governance structure includes an Audit Committee. MDAs may also have an
Audit Committee but at the discretion of the MDA vote controller.

Technically there are now IADs in all MDAs including all the main spending MDAs. These
IADs function independently from MoFED and report directly to MDA vote controllers.
Some of these staff are funded by donor programs and are present in MDAs to review and
report on donor funded projects. The MoFED Director Internal Auditor has statutory
authority to coordinate and manage the internal audit cadre, to set standards and monitor
performance. The 2010 PEFA assessment noted that while:

“... Internal Audit Units are established ...(they are) not necessatily adequately resourced for
all MDAs and are far from being fully implemented in a consistent way. There are examples of
those that are better established than others but overall it is not yet a strong institutional
platform. In August 2010 there was a significant injection of resources which should have a

2

measurable impact in taking the internal audit function forward

Under the leadership of the MoFED Director Internal Audit, the entire cadre of public sector
internal audit staff (now in excess of 130 staff) meets quarterly which is helping to develop the
role of internal audit in Sierra Leone.

THE INTERNAL AUDIT-CAPABILITY MODEL (IA-CM) - A SUMMARY

The IA-CM is a framework that identifies the fundamentals needed for effective internal
auditing in the public sector and consists of five levels tied to leading and recognized good
practices. It may be used, in this instance, as an evaluation tool by legislative auditors or as a
self-assessment tool for continuous improvement for internal audit activities. Importantly it
may be used to determine the need for and type of internal audit activity appropriate to the
organization and jurisdiction.

A credible and highly regarded model, the internal audit department of the World Bank
worked with the IIARF to ensure sufficient global validation by considering different forms of
government, stages of government’s maturity, and cultures of countries and continents. More

than 300 people from over 30 countries were consulted during the validation process.

The model recognizes that management capacity, infrastructure, and governance arrangements
are different in developed and developing countries and must also be considered. It does not
take the view that one size fits all, but rather describes an evolutionary path for public sector
organizations to follow in developing effective internal auditing to meet the organization’s
governance needs and professional expectations. The IA-CM shows the steps in progressing
from a level of internal auditing typical of a less established organization to the strong,
effective internal audit capabilities generally associated with more mature and complex
government entities. In short, the IA-CM is:

® aconvenient vehicle for advocating the value and need for internal auditing;

= aframework for assessment of current internal audit capabilities; and

® aroadmap for orderly improvement and capacity building of internal audit activity.

"Ibid. Volume II, page 169
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It can be used for gap analysis against risk-based requirements, and can also help determine
the optimum level of internal audit capability to support governance needs. Using small
incremental steps, internal audit activities are enhanced through five capability levels, name:
(1) Initial, (2) Infrastructure, (3) Integrated, (4) Managed and (5) Optimizing — see Figure 2.
Each capability level describes the characteristics and capabilities of an internal audit activity at
that level — see Figure 2, IA-CM Levels.

Level 5
IA learning from inside Optimising
and outside the
Figure 2 IA-CM LEVELS organisation or
continuous
improvement

IAintegrates Level 4

i i Managed
information from

across the organisation

to improve governance
and risk management

Level 3

|A management and Integrated
professional practices
uniformly applied

Level 2
Infrastructure
Sustainable and
professional practices
and procedures

Level 1
No sustainable, fal
repeatable capabilities
- depend upon
individual efforts

As may be seen from Table 6.2, Description of the Capability Levels, when size, complexity or risks
increase, so does the need to have sophisticated internal audit capabilities. The IA-CM model
attempts to match the nature and complexity of the organization, in this case the government

of Sierra Leone, with the internal audit capabilities needed to support it.
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REVIEW FINDINGS AND RECOMMENDATIONS
Assessment against the IA-CM Model

Based on our review we conclude that internal audit as practiced throughout MDAs in

particular is not as effective as it should be, given the complexity and stage of development of
Sierra Leone’s public sector. On the IIARF Internal Andit — Capability Mode! we believe the
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function attains Level 1 while tending towards Level 2 which is to say, it has sustainable
internal audit practices and procedures but these are not yet well established throughout the

public sector. In short, thete is ample room for improvement.

When reviewed against the Internal Audit Assessment Criteria, see Appendix 1, we came to a
similar conclusion. Public sector internal audit in the government of Sierra Leone does not
have sufficient grip to reach an acceptable level of self-sustainability without more resources,
training and perhaps above all, a modern good practice compliant governance structure that
guarantees a professional level of independence.

Internal Audit Charter

An Internal Audit Charter is a document that formally outlines internal audit’s role,
responsibilities, authority, standards and accountabilities. It also lays out the role of
management in relation to internal audit. The Charter should be developed by the Head of
Internal Audit in consultation with stakeholders, particulatly the vote controller and the Audit
Committee. It is an important means of setting and understanding stakeholder needs and

expectations.

The majority of the MDAs do not have an Internal Audit Charter. Without a Charter, there
will be an expectation gap around internal audit responsibilities and that of management. In
shott, roles of all stakeholders are not clear ot well-understood.

The Internal Audit Manual contains a model Charter which was disseminated to MDA vote
controllers by the MoFED Director Internal Audit, for local modification and adoption.
Apparently this request has been largely ignored.

Internal Audit in City and District Councils

The local government internal audit units are a key component of the system of internal
control. Section 84(2) and (4) of the Local Government Act 2004 requires the Head of the
Internal Audit Department to prepate a report on the internal audit work carried out by the
department and submit it to the local council. These sections of the Act also require that the
reports be sent to the Minister of Local Government and Rural Development. These units are
grossly understaffed; there are no internal audit manuals and no evidence to show that the
internal audit reports were submitted to the Minister during the period under review. The
salary and resources for local government internal audit are should also not be MoFED
responsibility.

Attempts have been made to create audit committees at the local government level but, we are

told, the absence of a budget to pay sitting fees or per diems has hampered these strides.

Internal Audit Resources
Apart from the previously referenced GBAA requirement to create internal audit for central

government there is no legislative or policy requirement to fund it.

Throughout MDAs, police and local council, the internal audit cadre is about 80 persons. Of
these, approximately 70 are in central government (except for the police) under the technical
guidance of the Director Internal at MoFED. Apart from a small unit in MoFED all are
largely deployed to MDAs and under the vote controller’s control for operational purposes.

There is no budgetary line item for internal audit in expenditure planning by ministries. As
GoSL moves towards an activity costing model for expenditure planning, this may be
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corrected and may raise the profile of internal audit as a separate and distinct activity. At
present the allocation of resources (by which is meant all essentials to function except salary)
to internal audit is at the discretion of the MDA vote controller and it appears that in many
instances nothing or next to nothing is allocated — see Table 6.3, Internal Audit Staff and
Resonrces by MDA. In many instances budgets are only allocated for the audits of donor funded
projects and these are financed by donors. In the words of an official “... internal audit is
being strangled by no budget line...” This is not an acceptable situation.

“The information contained in this Table was largely provided by MoFED Internal Audit management.

'8Staff numbers for the Sierra Leone Police Internal Audit Department are included in this Table. Note,
however, that responsibility for salary does not rest with MoFED.

Staff for City, Municipal and District Councils are not paid by MoFED and six of the staff are with the City

of Freetown
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The lack of resources is self-evident and considered by many to be the single biggest issue for
internal audit throughout the public sector. It saps morale, creates a sense of isolation and

causes great frustration as well as severely impacts the development of the function.

Organizational independence

Independence allows audit activity to be carried out without interference. Internal audit is
independent in the sense that it is disconnected from the activities it audits or the influence of
management at all levels. Independence permits internal auditors to act in an objective,
impartial manner free from any conflict of interest or inherent bias or undue external
influence.

Modern internal audit practice embraces independence by assuring internal audit full and
unfettered access to functions, records, people and assets. It also achieves it by having the
Head of Internal Audit report to the most senior member of management and at the same
time by creating an independent representative Audit Committee to which he also has direct
access and a well-defined reporting relationship. Both executive access and the committee are

essential elements of organizational arrangements.

Audit Committees

At present a single Audit Committee exists and is hosted by the MoFED Director, Internal
Audit. Its membership consists of the Development Secretary, Director ICT, Deputy Director
PFM, the Head of Internal Audit (MoFED) who acts as secretary to the committee, and the
Director Internal Audit who sits as an ex-officio member. There are no Audit Committees
associated with internal audit in MDAs.

Effective independent Audit Committees are considered an essential element of sound
governance for modern internal audit departments. The chief internal audit executive generally
reports to the committee as well as administratively to the chief executive, in this case the FS
or in an MDA the PS. The absence of audit committees in MDAs is a major weakness that,

with resource constraints, corrodes and dilutes the effectiveness of internal audit.

In some jurisdictions governments and/or ministries have established a committee of
permanent secretaries and added external members including private sector professionals and
academics to fill out a sound governance model for internal audit. For example, Supreme
Audit Institutions in many jurisdictions have established Advisory Committees who assist the
Auditor General on a broad range of issues. Typical membership would include retired senior
public servants and academics as well as members of the accounting and legal profession. The
members meet usually quarterly and while travel expenses are paid generally there are no
‘sitting fees’. With increased responsibility for policy and ethical activities, audit committees,
like boards of directors, take their roles seriously. Audit Committees are recognized as a
valuable provider of independent assurance and advice to IADs and management alike.

We strongly recommend that propetly constituted Audit Committees be set up in all MDAs
and that the composition of the present MoFED based committee is reviewed if only to
show the way to others. They should have clear terms of reference, meet on a regular basis
and maintain formal minutes of proceedings.

Role of the Vote Controller in MDAs

In the case of MDA IADs, the vote controller has power to such an extent that the
independence of the head of internal audit is virtually non-existent. Under current policy as set
down in the Audit Manual, he may at his sole discretion create an Audit Committee. As a
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policy, this is not good practice and should be corrected to make audit committees mandatory
and provide guidelines for selecting members.

Taking in consideration with the power he has to influence resourcing of internal audit, a vote
controller can make MDA internal audit totally ineffective.

The Internal Audit Manual

Officially called Government of Sierra Leone: Internal Andit Mannal for Ministries, Department and

Government Agencies, it was, as previously noted, developed by KPMG for MoFED under an

EU grant in 2006.

In general the manual is comparable with international standards for the practice of internal

audit as laid down by the Institute of Internal Auditors. It is considered to be a formal

statement of internal audit policy for GoSL. Comprehensive in nature, it is generally fit for the

purpose but it may be timely to give it a thorough review as some portions are not up to date.

For example, the following matters among others need to be reexamined:

®  The section on IT Audit is very outdated and inadequate.

®  The matter of placing audit working papers in the public domain and available to media is
at variance with international practice and needs to be removed.

Internal Audit Working Paper Files
Internal audit working paper files are largely non-compliant with the professional standards
set down in the Audit Manual.

As previously noted, the somewhat unusual policy described in the Internal Audit Manual
states that “... work paper files are public information after the audit report has been released
by the vote controller ...”20. Under generally accepted auditing standards and good practice
working papers are considered the work product of the auditor and are not suitable in the
public domain. They should never be presented to the media or be subject to court order. The
latter is, in some jurisdictions, prohibited by statute when auditors are protected from even

being called as witnesses in criminal and civil hearings.

Internal Audit Reports

All internal audit reports should comply with the requirements set down in the Audit Manual.
In addition, file review procedure and pre-issuance quality assurance on reports should
determine that the working paper file and the internal audit comply in all material respects.
From MDA IADs, internal audit reports are sent by the Head of Internal Audit (HIA) to the
vote controllers with copies to the MoFED Audit Committee, and to the Director and
Deputy Director Internal Audit. Periodically copies are also sent to Audit Service Sierra Leone
on CD.

Most reports produced by the Internal Audit Department (IAD) are eventually addressed by
management with partial implementation of recommendations in some instances. The
timeline for MDA response by management to reports is three months on average but some
take much longer than that.

21bid. Volume II, page 211
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Internal Audit Training and Development

In the past year MoFED internal audit has hosted training and development workshops on
report writing, audit evidence, principles of internal audit, procurement audit and personnel
audit. These workshops were given by a combination of locally sourced consultants, tertiary
level educational institutions and international experts.

Many but not all internal audit staff meet the minimum requirement of a bachelor’s degree in
accounting and finance and have been given formal training in internal audit and in various
other aspects of the profession. On average nearly all have three years professional experience.
To improve the level of professionalism central IA, management has seen the need to pursue
the Institute of Internal Audit certification designation Certified Internal Aunditor (CIA) as well as
certification in the IT audit field, the latter by using the Information Systems Audit and
Control Association (ISACA) courses to obtain Certified Information System Aunditor (CISA)
designation for the latter. These are praiseworthy objectives but financial support would be
required to pursue them fully.
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MAIN POINTS
What we examined

The chapter summarises the performance audits we conducted this year.

In 2013, we conducted four performance audits and submitted two to Parliament. The audits
were concerned with the Rehabilitation of Prisoners, Land Allocation, Waiting Time on the
Processing of Retirement Benefits and the Rehabilitation of Feeder Roads.

Performance auditing strives to answer the question “Are we doing the right thing, in the right
way?”It is an independent, objective and reliable examination of whether government
undertakings are performing in accordance with the principles of economy, efficiency and
effectiveness (the 3Es) and whether there is room for improvement. The purpose therefore in
to get MDAs “do the right thing in the best way”.

Because it is independent a view of performance other than the one drafted by the audited
entity is presented. The core concepts and basic techniques in performance auditing are the
same as with any form of audit but with different subject matter. If governments perform an
activity it, in whole or in part, can be the subject of a performance audit.

Why it is important

Technically speaking doing the right thing in the right way means asking if something has
been done with due regard for economy (at the lowest cost), efficiency (in the best way) and
effectively (achieving intended results). In short, performance audits are said to deal with the
3Es (economy, efficiency, and effectiveness).

These are important matters for citizens and donor organisations alike. Each has a right to
know that their contributions to the nation’s revenues have not been squandered. But
performance audit goes beyond the purely legal question of whether revenues collected or
expenditure made was authorised by Patliament. It goes deeper and examines, against criteria
derived from principles of economy, efficiency and effectiveness, how revenues were spent
and whether value-for money was achieved. Assessing whether value-for-money was obtained

is the key driver and it does so by examining inputs, outputs and outcomes.

What we found

Rehabilitation of Prisoners

Convicted prisoners did not fully participate in the vocational and adult literacy programmes
on offer. The Reception Board was inactive in the Western Area for the period under review
and the Board was not established in any of the provincial prisons visited as required by the
1961 Prisons Rules. Some prison facilities did not have rehabilitation facilitators and in certain
cases the available facilitators were not trained to deliver the programs efficiently or
effectively. There are no written policies and procedures covering rehabilitation programmes
and there were no timeframes for completing the program. There was no Discharge Board
and discharged packages/start up kits was not given to rehabilitated prisoners at the end of
their prison terms.

Allocation of Lands

The general conclusion from the findings is that there was failure on the part of the ministry
to establish a comprehensive policy framework, operational manual, etc., to ensure the
optimal allocation and development of state lands. Necessary measures were also not
instituted before and after allocation to ensure that areas allocated were free from any form of
restrictions by external parties such as land squatters and encroachers.
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Sierra Leone Roads Authority

Rural feeder roads in the country are still in a poor state as a result of the noncompliance with
the National Rural Feeder Roads policy. There was no value for money in the implementation
of feeder road works. Contractors are paid the full contract sum even when failing to
complete road works. We also found out that unacceptable materials like logs were used in
constructing bridges and culverts which will in future shorten the expected life span of the
road. Rehabilitation works are not efficiently supervised and monitored.
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INTRODUCTION

Performance audit has been practiced in Sierra Leone only since 2008 when it was introduced
to Audit Service Sierra Leone as a component of an audit capacity development project.
Creating a performance audit capability does not happen overnight. It requires careful staff
selection and training. Practitioners are required to have very strong analytical skills and be
capable of quickly assimilating a broad range of data and information across a variety of
functional areas and business activities or functions. The fundamental skill-set is a strong
knowledge of basic and classical audit techniques. Consequently, performance auditors are
generally drawn from the ranks of financial and regularity auditors, both of which are
traditional audit areas that have long been the focus of ASSL. ASSL has also had an intake of
staff with a back-ground in the social sciences.

Although relatively new to countries at a similar stage of development as Sierra Leone,
performance audit has been practiced in various and evolving forms in mature economies for
over thirty years. Its practice is virtually unique to the public sector and mostly to Supreme
Audit Institutions (SAls). As a consequence the professional audit standards that apply to it
have largely been developed under the aegis of INTOSAIL the International Association of
Supreme Audit Institutions, in which ASSL is an active member through AFROSAI-E. The
reports of many SAls are now largely comprised of the outcomes from performance audits
and there is a trend in some jurisdictions to capture all SAI audit activity under a more generic
name such as comprehensive auditing which, in effect, represents the collective practice of
financial, regularity and performance audit that frequently uses multi-disciplinary teams of
auditors.

This Chapter summarises performance audits conducted this past year which have already
been tabled in Parliament as special reports under Section 66(4) of the Government Budgeting
and Accountability Act 2005.

The Nature and Practice of Performance Auditing

Performance auditing carried out by Supreme Audit Institutions (SAls) is an independent,
objective and reliable examination of whether government undertakings, programmes,
systems, activities or organisations are performing in accordance with the principles of
economy, efficiency and effectiveness and whether there is room for improvement.
Performance auditing seeks to provide new information, analysis or insights and, where
appropriate, recommendations. Subject matter is not limited to specific programmes, entities
or funds but can include topics like service delivery or the effects of regulation, thereby
placing special focus on citizens.

Broadly speaking, the principles of economy, efficiency and effectiveness — often referred to

as the 3Es -can be approached as follows:

®  The principle of ecomomy is about keeping the costs low. The resources used should be
available in due time, in appropriate quantity and quality and at the best price.

= The principle of efficiency is about getting the most from available resources. It is
concerned with the relationship between resources employed, conditions given and results
achieved; in terms of quantity, quality and timing of outputs or outcomes.

® The principle of effectiveness is about meeting the objectives set. It is concerned with
attaining the specific aims or objectives set and/or achieving the intended results. Where
appropriate, the impact of the regulatory or institutional framework on the performance
of the entity should also be taken into account.
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Expressed another way, the 3Es address whether the outcome was as expected (¢ffectiveness), on
time (efficiency) and at the best price or cost (economy). A performance audit views the matter

being addressed through these three lenses.

While promoting good governance is the main aim of performance auditing it also contributes
to accountability and transparency. Performance auditing promotes accountability by assisting
those charged with governance and with oversight responsibilities in improving performance,
rather than merely identifying weaknesses or past errors. It does this by examining whether
decisions by the legislature, or the executive authorities are efficiently and effectively
implemented, and whether the taxpayers or citizens have received value for money. It does
not question the intentions and decisions of the legislature, criticising government policy is
not within the remit of the Auditor General - but instead examines whether possible
shortcomings in the laws and regulations have affected the achievement of those intentions.
Performance auditing seeks to add value for citizens and on areas with potential for

improvement.

Performance auditing promotes fransparency by affording taxpayers, financiers, ordinary
citizens and the media an insight into the management and outcomes of different government
activities. It thereby contributes in a direct way by providing useful information to citizens
while also serving as a basis for learning and improvements. SAls should in performance
auditing decide within their mandate on what, when and how to audit and should not be
restrained from publishing findings.

Performance audits provide new information or knowledge by:

® new analytical insights (broader or deeper analysis than what is customarily done within
the MDA itself, or new perspectives)

® making information accessible to various stakeholders

= improving the quality of findings or conclusions by having done additional research

= providing recommendations based on an analysis of audit findings.

At the outset of the audit the standards against which the performance of the audited entity
will be measured need to be established. These standards or assessment criteria, determine
whether or not the operations or the programme meet or exceed expectations. They will also

help the auditor to create a common understanding with the auditee.

The users of performance audit reports expect reliable evidence-based reports that provide
clear information on objectives, findings and conclusions.

Audit methods are chosen which best allow the gathering of data in an efficient and effective
manner. Basic audit techniques such as verifying, evaluating, investigating, observing, etc.,
apply to performance auditing as much as to financial auditing. The aim of auditors is to adopt
best practices, but practical reasons such as availability and type of data may restrict the choice
of methods

The approach to performance auditing chosen by AFROSAI-E has also been adopted by
ASSL. This approach may be described as a problem-oriented approach to accountability
where the prevalence or indication of a potential challenges constitutes the starting point for
the audit. The purpose of the audit is to promote increased efficiency and effectiveness,

through improved utilization of available resources.
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7.2
7.3

In the reports, each is summarised below, we assessed the performance of the selected MDA
responsible for the audited activity and indicated how performance may be improved. The
recommendations made aim at removing to remove the causes of problems and weaknesses
identified thereby adding value not only to the MDA but to society as a whole. Some issues
highlighted in all our reports show:

= aneed for clearer policies and strategies to achieve objectives;

= the importance of recording, reporting and compiling data on what is being done; and

= ageneral need for better understanding of existing rules, regulations and guidelines.

In selecting areas for performance audit we have considered matters of significance for social
and economic development and where, at the same time, there is a risk that performance may
not meet the goals of economy, efficiency and effectiveness. After our audits in Education,
Health, Food Security, Fisheries, Examination of vehicles and Potable Water, we have now
moved on to Pension Payments, Prisons, Land Allocation and Road Maintenance. Our aim is
to complete the latter four audits in 2013.

SUMMARY OF 2012 PERFORMANCE AUDIT FINDINGS

SIERRA LEONE PRISONS SERVICE (SLPS).

The objective of the audit was to assess the factors deterring the effectiveness of the

rehabilitation programmes undertaken by SLPS.

The audit team sought to address the following questions:

®= Does the Sierra Leone Prisons Service provide various effective programmes to help
prisoners in the rehabilitation process?

=  Are there adequate facilities to help in the rehabilitation and reintegration process?

® does the Sierra Leone Prisons Service provide after care service to discharged prisoners?

As a means of answering the above questions, the team visited the Prisons Headquarters and
seven out of the 17 prison facilities of the SLPC and reviewed the provision of Adult Literacy
classes and the following Vocational Training programmes during the period 2008 — 2012:

1) Tailoring 4) Bakery 7) Carpentry 10) Electrical
2) Shoe making 5) Masonry 8) Art & Craft 11) Upholstery
3) Plumbing 6) Welding 9) Agriculture

The following issues were observed:

= 15% and 9% of the convicted prisoners were participating in the vocational and adult
literacy programmes respectively. The unwillingness of prisoners to participate in
rehabilitation programmes affected the effective implementation of the programmes. This
ultimately resulted in the poor reintegration of prisoners into society and the potential for
recidivism

* The Reception Board that should assess and assign prisoners for rehabilitation was
inactive in the Western Area was not established in any of the provincial prisons visited as
required by the 1961 Prisons Rules.

* During investigations on the efficiency of delivering the rehabilitation programmes, the
team noted that 11 out of the 17 prisons or 65% had no rehabilitation facilitators and
62% facilitators did not have the relevant skills for the programmes.

" There were no written policies and procedures covering rehabilitation programmes, and
no timeframes for the completion of any rehabilitation programme.

* Information in respect of the progress of rehabilitation of participants was not

maintained.
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7.4

® There were inadequate learning and workshop materials for the implementation of the
various training programmes.

= In spite of the requirement of SLPS to have a Discharge Board, the team noted that for
the period under review, there was no discharge board to determine what arrangements
should be made for prisoners before completion of their jail term. Rehabilitated prisoners
were also not provided with a discharge package/start-up kit at the end of their jail term.

In a bid to improve the rehabilitation of prisoners, we recommended the following:

= Devise strategies to encourage prisoners to participate in the rehabilitation programmes
and sensitize prisoners on the benefits of a successful completion of a rehabilitation
programme. There should be compulsory adult literacy classes for illiterate prisoners as
required by the UN Standard Minimum Treatment of Prisoners as amended in 1977.

® The Reception Board should participate in the assessment and assighment of prisoners =
to rehabilitation programmes. A Reception Board should also be established for the
provincial prisons.

= Ensure documentation of the progress of prisoners’ participation in the rehabilitation
programmes.

®  Periodically undertake training needs assessment on rehabilitation facilitators. Expose
facilitators to further training programmes to equip them with the requisite professional
knowledge and skills.

= Review ongoing programmes and detailed policy and curriculum on rehabilitation to

ensure they are compiled with. Benchmarking can also be done with other countries.

MINISTRY OF LANDS, COUNTRY PLANNING AND THE ENVIRONMENT
The purpose of this Performance Audit was to assess the efficiency and effectiveness of the
Allocation of State Lands by the Ministry of Lands, Country Planning and the Environment
(MLCP&E). This report focuses on the processes and procedures in the allocation of state
lands.

The audit was motivated by the concerns raised by the general public on state lands allocation
which were published in the print media. Land issues had also been a concern to the
government to the point that they were included in the “Sierra Leone Poverty Reduction
Strategy Paper” which was the Government policy document during the period 2008-2012.

In ordet, to assess how efficient and effective the Ministry was in the allocation of state lands,

two specific audit questions were formulated:

= How well are the procedures and processes for the allocation of state lands being
implemented?

= How well does the Ministry ensure effective management of state lands and land

management information system?

The general conclusion from the findings is that there was failure on the part of the ministry
to establish a comprehensive policy framework, operational manual, etc. to ensure the optimal
allocation and development of state lands. Necessary measures were also not instituted before
and after allocation to ensure that areas allocated were free from any form of restrictions by
external parties like land squatters and encroachers.

Illegal acquisition of state land by squatters prevented large numbers of Lessees from

physically taking possession of their allocated lands. Necessary steps were not taken by the
Ministry to address this problem.
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7.5

Annual lease rental of Le1,000,000 was paid for the construction of a dwelling house for the
first three years of ownership regardless of the size/acreage or location of the land; and some
Lessees were offered more than the maximum allocation of three town lots.

There was no evidence of an established committee as recommended in the Marcus Jones
Commission’s report and accepted in the Government White Paper for the allocation of state
lands. There was no evidence that applicants were interviewed before they were allocated state
lands for the period 2010 to 2012.

Evidence of a structural plan on the allocation of state lands to include infrastructural facilities
like good road network, markets, water supply, electricity, etc. was not provided

The National Lands Policy of 2005 was still at its draft stage.

Registers or database was not prepared for state land in the Western Area and the reserved
lands in the Regions.

We recommended the following, so that the Ministry could be efficient and effective in its

allocation of state lands:

= Appropriate steps must be taken by the Ministry to update and revise the lands
Act/Policies in order to effectively regulate land acquisition and allocation in Sierra
Leone and to improve on the processes and procedures

= Ensure that the land to be allocated is free from all encumbrances before allocation to a
Lessee.

= Re-establish the state lands committee to facilitate transparency, accountability and the
optimal allocation of state lands. The basis of offer and the reasons for waiting a long
time for the allocation of state lands should also be documented.

® The processing of applications, surveying, layout and allocation of state lands must be
adequately planned and monitored to minimise the problems associated with state lands
allocation and land disputes.

= A comprehensive database and a register of all state lands should be maintained
undertake are, survey and do proper mapping to distinguish between lands that belong to
the state and those already allocated.

®  Collaboration amongst the Country Planning, Surveys and Lands and the Environment
divisions should be paramount in the management and administration of lands in the
country. Their responsibilities should be cleatly defined for optimal allocation.

SIERRA LEONE ROADS AUTHORITY (SLRA)

This Audit was undertaken on the Rehabilitation and Maintenance of Rural Feeder Roads by
the Sierra Leone Roads Authority (SLRA) and other key stakeholders for the period 2010 to
2012. According to PRSP1, Road transport accounts for the majority of freight and passenger
movement in Sierra Leone. Poor rural roads and the lack of regular transport services for

personal travel and evacuation of agricultural products still pose serious problems.

It is clear that the country faces two major gaps in rural transport development. The first is
the existence of inadequate and poorly maintained rural feeder roads connecting villages and
farming areas to market centres. The second gap is the poor and unreliable rural services
caused by the lack of intermediate means of transport and appropriate infrastructure for use,
leaving the carrying of goods almost entirely to commuters, mostly women.
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The feeder road sector in the country therefore attracts continued investment of public and
particularly donor funds and resources, all aimed at providing affordable means of
transportation for even the deprived but productive communities. An amount of
Le59,403,677,5552" (billions) has been spent on the rehabilitation of feeder roads by
development partners.

It is against this backdrop that an independent assessment on the Rehabilitation and
Maintenance of Feeder Roads was undertaken by Audit Service Sierra Leone on the SLRA.
The audit was geared towards ascertaining the challenges affecting the feeder road network
and to suggest recommendations, which will assist in improving the condition of feeder roads
in the country.

The audit covered SLRA’s headquarters and its regional offices. It included the following
feeder road projects under the Ministry of Agticulture, Forestry and Food Security (MAFES),
and five District Councils:

= Rural and Private Sector Development Project (RPSDP);

=  Agricultural Sector Rehabilitation Project (ASREP); and

=  Rehabilitation and Community-Based Poverty Reduction Project (RCPRP).

The National Rural Feeder Roads Committee (NRFRC) and the Road Maintenance Fund
Administration (RMFA) being key stakeholders were also considered. The audit team visited
sample rural feeder roads that were rehabilitated by SLRA and the various projects under
MAFFS.

During the audit, the following were reported by the audit team:

Generally stakeholders were aware of the policies and regulations on the rehabilitation and
maintenance of feeder roads. Nevertheless, there were issues of non-compliance and there

was no value for money in the implementation of feeder road works.

Contracts including clearing works, earth works and side drains were awarded to be executed
during the rainy season amounted to Le195,332,547 for SLRA contracts and Le1,834,118,527
for RPSDP contracts. The auditors noted a contravention in which payments amounting to
Le1,759,724,003 were paid to Contractors in respect of road works not completed.

Unacceptable materials like logs were used to backfill constructed culverts instead of suitable

laterite materials for road works amounting to Le180,907,000.

An all-inclusive standard for the construction of concrete structures like pipe culverts, single
and twin box culverts and bridges have not been developed by SLRA for the implementation
of all feeder road projects in the country.

Road works were not carried out in accordance with the technical specifications and drawings,
as stated in the contract agreement. Notably, some constructed pipe and box culverts were
without offshoot, wing walls and pootly plastered.

SLRA did not provide any evidence of a national feeder road inventory and road condition
survey for the planning, development and management of the feeder road network in the

2 Projects Financial Statements for the period 2010 to 2012
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country. Existing structures like culverts and bridges in poor conditions were not considered
by SLRA during the rehabilitation of feeder roads.

There was limited collaboration and coordination amongst stakeholders on feeder road works
and the local communities were not actively involved in the planning and monitoring of
feeder road works in their localities-the description or specification of work to be done by

Contractors was not made known to the community actors.

In the case of on-going projects, the team observed that safety measures and axle load control
for feeder roads were not implemented.

SLRA have not enacted appropriate traffic laws that specify the maximum axle and overall
loads for rural feeder roads in the country.

In order to improve on the feeder roads condition in the country, we recommended that the

following should be addressed:

= SLRA and other development partners that are engaged in the implementation of feeder
road projects should consider the construction/rehabilitation and maintenance calendar
as required by the NRFRP before the award of contracts.

®= Ensure that contracts are completed within the required completion dates. Conduct
physical inspection of project sites before preparing measured work certificates and
making payments to Contractors. All incomplete contracts are either completed by
Contractors or they make a refund of amounts expended for incomplete work.

= Improve on the level of supervision and monitoring during the rehabilitation of feeder
roads. Develop an all-inclusive technical standard for the rehabilitation and maintenance
of feeder roads in the country.

= Collaborate with other stakeholders, conduct road condition survey and develop an
updated National Road Inventory periodically. Ensure that the local communities actively
participate in the planning and monitoring of feeder road works in their localities.

® Consider existing structures like culverts and bridges that are in poor state when
undertaking a road condition survey for inclusion in the contract agreements.

= NRFRC should ensure that all activities relating to the implementation of rural feeder
roads are effectively coordinated and harmonised to facilitate the free flow of information
and reduce potential conflict of interest amongst stakeholders. SLRA should provide the
necessary technical guidance and support to Local Councils to ensure efficient
management of feeder roads.

® Traffic management measures should be implemented by contractors during road works.

SLRA should implement axle load control to avert the damage of culverts and bridges.
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MAIN POINTS

What we examined

Our audits of Ministries, Departments and Agencies (MDAs) are risk-based compliance
audits. We focus on high risk areas. By risk we mean the likelihood of an undesirable event
occurring and the potential impact should it happen, e.g. corrupt practices. For a selected
function or area within an MDA we examine, on a test basis, a sample of transactions in a
given time period and form a judgement as to whether applicable laws, policies and
regulations have been complied with and whether the systems and practices are adequate to

exercise a reasonable level of internal control over operating activities.

The areas and functions we select for examination are those where the risk of non-compliance
is high, based on past experience or the very nature of the activity. We looked at financial
record keeping, physical custody of moneys and other assets including stores as well as
banking procedures, including the independent verification of bank balances. Our audit
objective is to determine compliance with relevant laws, regulations and policies as well as to
establish whether assets are protected and the financial records fairly reflected the financial
position and the result of operations.

Why it is important

Governments should only collect revenue and make expenditure as formally authorised by an
Act of Parliament. The passage of the Budget into law is the expression of Patrliament’s intent.
It is and must remain supreme. Any expenditure made for a purpose other than that intended
by Parliament is contrary to law. In short, all public moneys must be fully accounted for and

in a manner compliant with the laws, policies, regulations and good accounting practice.

When revenue is not recorded or banked, when moneys go missing or when procurement
rules are broken or expenditures are not supported, in addition to being a breach of law, these
matters erode the confidence of civil society and donors in the integrity of government and
the reputation of Sierra Leone is damaged. That is why it matters.

What we found

We estimate there have been cash losses to the public purse of Le81,634,888,708. As in

previous years this has occurred for a number of reasons, some inter-related that overall

suggest strongly that public financial management has much room for improvement in all

MDAs. For example:

=  Monthly bank reconciliations are not carried out in most MDAs. This is a fundamental
failure of internal control over cash and banking procedures. This control should also be
undertaken by persons with no access to the physical cash or bank statements, iL.e. there
should be segregation of duties between those handling cash and accounting for it.

=  There are significant weaknesses in the management of revenue in most if not all of the
revenue generating entities. For instance, transferring funds to NRA is subject to
unnecessary delay.

®=  We noted many cases where withholding taxes are not deducted from suppliers or
contractots.

= A perennial problem, payments without adequate supporting documents persists in
almost all the MDAs.

= Several significant lapses were observed in procurement procedures resulting in
incomplete transactions and hence unsatisfactory service delivery.

®=  Moneys intended to be managed by imprest accounts are not propetly closed out or
accounted for with the result that control over imprest accounts is weak and allocating
expenditure accurately to ledger accounts is seriously impaired.
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® Fixed assets, stores and fuel records are not adequately recorded in applicable registers
and other records.

In addition, all too frequently requested documents were not made available to our auditors for review
although this has improved over previous years. The extent to which our recommendations for
improvement in controls remain unimplemented is not acceptable and many entities have failed to
make adequate, if any, responses to our findings. The findings, expanded upon in greater detail below,
do not inspire confidence that resources are being managed optimally with due regard for economy,
efficiency or effectiveness or fully in accordance with the intent of Patliament.
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MDAS - SUMMARY OF DETAILED FINDINGS AND RECOMMENDATIONS

COMMON ISSUES

A number of audit issues to be reported apply to several institutions. These common issues are

outlined in the paragraphs below. Table 8.1 shows to which institutions each of these issues relate and,

where appropriate, values are also included. It should be noted that only the most common issues are

addressed here. Other audit issues are reported under the report sections relating to specific MDAs.

®=  Huge Procurement Irregularities
For the procurement of goods and services the National Public Procurement Act, 2004
establishes rules and regulations which must be adhered to for the proper execution of
procurement. ASSL. observed massive flouting of procurement rules amounting to
Le24,225,042,005 in 2011-12. In most non-compliant cases goods and services were acquired
without basic documentation such as contracts, evaluation reports, minutes of bid opening
meetings or evaluation meetings and other records of procurements undertaken. It was
recommended that the NPPA rules be adhered to in the future. In many cases it was requested
that the Vote Controllers submit the relevant documents to the Auditor General within thirty
(30) days of receipt of the audit report or otherwise the funds expended should be recovered.

=  Payments Without Supporting Documents
Section 73(1) of the Financial Management and Regulation (FMR) 2007 states that all
disbursements of public money should be supported by an appropriate payment voucher and
other relevant documents. Supporting documents for payments made by MDAs, totalling
Le17,624,409,729 were not presented for audit inspection during 2013. As these documents were
not made available, there is a risk that these payments were for goods or services that were not
actually delivered to the respective institutions. In addition, it was impossible to conclude as to
whether these payments had followed the proper procedures as set down in law. It was
recommended that all supporting documents in relation to these transactions should be submitted
to ASSL for inspection and, in future, ALL supporting documents must be attached to PVs and

retained for audit purposes.

=  Payments Without Adequate Supporting Documents
Other disbursements, totalling Le3,648,240,402 were undertaken for which some supporting
documents were submitted. However, the nature of these supporting documents was insufficient
to fully substantiate the payment concerned. For example, payments should be supported by
receipts, invoices, delivery notes and other relevant documentation as well as the payment
voucher. It was therefore recommended that the institutions concerned should submit the
relevant supporting documents to ASSL. In future ALL supporting documents should be

retained and made available for audit inspection.

®=  Imprests Without Retirement Details
Section 87(1) of the FMR 2007 states: “The officer holding an imprest shall, when recouping an
imprest, submit to the Accountant General a propetly completed payment voucher, supported by
individual vouchers and receipts and a covering schedule summarizing and allocating the

individual transactions”
On the contrary, the sum of Le1,039,618,533 was used as special imprest for activities undertaken

by various institutions for which retirement details were not available for inspection. It was
therefore recommended that the institutions concerned should submit retirement details to ASSL..
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Withholding Taxes Not Deducted And Paid To The NRA

During the audits of MDAs conducted during 2012, it was identified that withholding taxes
totalling Le117,546,098 were not deducted and paid to NRA as specified by section 117(4) of the
Income Tax Act 2000. All Heads of MDAs should ensure that withholding tax is deducted
propetly and paid to NRA. The amounts identified during the audits should be recovered and
paid to NRA. Evidence of payment should be forwarded to the ASSL for verification, and the
Commissioner of Income Tax should take the necessary action. The Government of Sierra Leone
relies on tax revenue to finance key public services. Failure to propetly and fully deduct, collect
and remit withholding tax reduces available government revenue and, ultimately, reduces the level
and quality of public services received by citizens.

Store Items Not Taken On Ledger Charge

Various store items were not recorded in the Store Ledger in various institutions, to show how
those items were distributed and who the beneficiaries were. It was recommended that the
institutions involved should ensure that the Officer(s) in charge of the distribution of those items
must provide evidence of the distribution and take them on ledger charge within thirty (30) days
of the receipt of the report.

Monthly Bank Reconciliations Not Prepared

A number of MDAs audited did not perform monthly bank reconciliations during the period
subject to audit. Inadequate control over cash is a common issue across the Sierra Leonean public
sector. It is critical that institutions propetly reconcile the statements received regularly from
commercial banks and cashbook records maintained within the institution. This ensures that
accounting entries recorded in the cashbook represent all transactions carried out and that
amounts recorded are correct. Failure to reconcile the bank accounts in such a way raises
question marks not only of the cash balance recorded in the cashbook but also over revenue and
expenditure items reported.

It is critical that ALL MDAs perform bank reconciliations shortly after the end of each month.
All differences should be fully investigated and the appropriate corrections made to the cashbook.
Reconciliations should be performed by a finance officer and signed as reviewed by a senior
finance officer.

Fixed Assets Registers Not Maintained

A number of MDAs audited did not maintain fixed assets registers. This contravenes section
231(1) of the FMR 2007. Failure to maintain a fixed asset register makes it virtually impossible to
maintain adequate control over assets held.

Fixed asset registers should be introduced immediately and Vote Controllers must ensure that the
location and state of all assets are checked on a regular basis, evidence of which must be
documented.

Fixed Assets Registers Not Updated

Some MDAs maintain fixed asset registers that are not fully up to date. Verification of assets
carried out during some audits identified that some assets acquired were not propetly included in
the registers. This means that assets may have been misappropriated. Vote Controllers must
ensure that all fixed asset registers are updated on a regular basis and include all assets purchased

and disposed of.
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®= No Internal Audit Unit
A number of MDAs do not have any internal audit function. Internal audit function helps to
ensure that financial and operational controls are operating as intended within the organisation. It
gives stakeholders assurance that management are implementing appropriate control mechanisms
and that these mechanisms are being complied with.

It was recommended that the Vote Controllers should ensure that internal audit units are established

with immediate effect and that these units begin operations as soon as is practicable.
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MINISTRY OF FINANCE AND ECONOMIC DEVELOPMENT (2012)

Review Of Fuel Management
The Ministry of Finance and Economic Development had no fuel policy that determined the

level of personnel entitled to fuel and the quantity on a daily or monthly basis. It was
recommended that steps were taken immediately to develop a fuel policy in a bid to effectively

and efficiently manage the fuel supplied to the Ministry.

Officer’s Response
The Principal Deputy Financial Secretary stated that the fuel policy, an extraction of the general fuel policy of
all the MDAs, was available for the Ministry.

Auditor’s Comment
The issue is still outstanding.

Fuel Reconciliation Not Properly Carried Out
Reconciliations between the Ministry and National Petroleum Filling Station were not

propetly done during the period under review. Reconciliations were done without records
from the Fuel Station. It was recommended that reconciliations must be done between the
records maintained by the Ministry and the Fuel Station, to enhance efficiency, accuracy and

effectiveness of handling government resources.

Approved Vehicles Without Life Cards
The names on six(0) life cards were different from the names on the approved list of vehicles.

Twenty eight (28) of the approved vehicles to which fuel were issued during the period did
not have life cards. It was recommended that the discrepancy between vehicle owners, and life
cards should be regularized immediately and evidence of that forwarded to ASSL for

verification.

Requisitions Not Raised For Fuel Issued
A total of 2,833 litres of fuel equivalent to Lel2,757,500 was given out to staff of MOFED

without requisition. The names of the personnel requesting for fuel and the reasons for the
request were not stated on the requisitions. It was recommended that in future, requisitions
must be raised for all fuel issued out in an appropriate format, stating the name, reasons and
vehicle number of the staff requesting and also the name and authorizing signature of the
manager in charge. In addition, requisitions for fuel totalling 2,833 litres amounting to
Le12,757,500 must be produced for audit inspection; otherwise the said amount should be
recovered and details of recovery forwarded to ASSL for verification.

Fuel Given To Non-Approved Vehicles
A total of 11,512 litres of fuel amounting to Le15,812,506 from January to April 2012, were

given to vehicles that were not part of the approved list of vehicles for the period under
review. It was recommended that in future, the approved list of vehicles should be updated to

include all the names of personnel entitled to vehicles for transparency and accountability.

Excess Fuel Given To Personnel
According to the 1994 Cabinet conclusion on the disbursement of fuel to civil servants, nine

litres of fuel should be given to official personnel per working day. However, 5,369 litres
equivalent to Le24,169,000 was issued in excess of the approved limit to personnel of the
Ministry. It was recommended that the Ministry should give satisfactory explanation for the
excess fuel issued.
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8.2.

8.2.1.

8.2.2,

MINISTRY OF EDUCATION SCIENCE & TECHNOLOGY, HQ (2011)

Proceeds from the sale of bids and bid securities not accounted for
Receipts issued for the sale of bids were not the official government receipts and the Bid

Register was not maintained or provided during the audit. In addition, the sum of Le5,600,000
was received from the sale of bids, of which Le970,000 was claimed to have been spent on
breakfast and lunch for the Technical Evaluation Committee, for which no receipt was
provided. In addition to the amount claimed to have been spent on breakfast and lunch for
the Technical Evaluation Committee, Le1,660,000 was given to those involved in the
evaluation process as sitting fees. However, the balance of Le2,970,000 was not deposited into
the CRF as a pay-in-slip in respect of such was not provided. It was recommended that the
sum of Le1,660,000 given as sitting fees to those involved in the evaluation process should be
refunded without delay into the CRF and evidence forwarded to the ASSL for verification.
The receipt for the amount expended as breakfast and lunch should also be provided;
otherwise, the amount in question must be paid into the CRF. The pay-in-slip for the amount
of Le2,970,000 which should have been deposited into the CRF should be produced for audit
verification as early as possible.

Cheques amounting to Le8,828,328 were also issued to the Ministry of Education Science and
Technology or Procurement Officers by bidders as bid security, but evidence to show that
they were later returned to the respective bidders was not provided. It was recommended that
evidence to show that those cheques were later returned to the respective bidders should be
sent to the office of the Auditor General within thirty (30) days of the receipt of the report.

Official’s Response

The PS stated that the Procurement Officer had been notified of those anomalies and efforts were underway to
rectify them. For receipts in respect of the amount spent on breakfast and lunch for the Technical Evaluation
Committee from the sale of bids, he said that the documents had been made available for verification and the
amonnt of 1.e2,970,000 deposited into the CRE. He confirmed that the pay-in-skip was ready for inspection.
Regarding cheques issued by bidders as Bid Securities, the PS stated that they were officially returned to
Bidder’s on request. Unsuccessful bidders he added, were also informed and at the same time requested to write
a letter to the Ministry for the withdrawal of their cheques/Bid Securities. He mentioned that there was
evidence to show that cheques/ bid securities had been returned to their respective bidders.

Auditor’s Comment

The issue remains unresolved. Supporting documents like receipts, vouchers were produced
for the lunch totalling Le970,000 and sitting fees for Technical Evaluation Committee
totalling Le1,660,000. However, no deposit was made to the CRF for the amount of
Le2,970,000, so the issue still stands. With regard to bid securities, the issue still stands as no
documentary evidence was produced for verification.

Store Found in a Disorderly Manner
Physical observation of the store revealed that it was not packed orderly and there were no

fire extinguishers to protect items in the event of a fire accident. In addition, there was no
Inspection Report of the store by the Permanent Secretary (PS) or someone assigned to
perform such role. It was therefore recommended that the PS should ensure the orderly
arrangement of the store and the installation of fire extinguishers to protect store items in the
event of a fire accident. Furthermore an inspection of the store should be done frequently and

evidence of that maintained at the store.
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8.2.3.

8.2.4.

8.2.5.

Official’s Response
The PS mentioned that recommendations stated above had been noted and would be adhered to by the
Responsible Officer in charge.

Auditor’s Comment
The issue still remains unresolved.

Unapproved Grants Awarded
Grants totalling L.e130,000,000 were awarded to the Institute of Advance Management &

Technology (IAMTEC) and the Sierra Leone Opportunity Industrialisation Centre (SLOIC)
which were not on the approved List of Technical Vocational Institutes of the Ministry for
2011. It was recommended that the Principal Accountant should submit a justifiable reason
within thirty (30) days of the receipt of that report, or refund the amount in question into the
CRF and forward evidence to the ASSL.

Official’s Response

In his response the PS stated that IAMTECH on the one hand was receiving Grants from the Ministry on
the basis that it started operations as a Technical 1V ocational Institute and was on the approval list as a
Technical V'ocational Institute before it was upgraded to a University. SLOIC on the other hand was receiving
grants from the Ministry on the basis of an existing Agreement between the Government of Sierra Leone and
O.L.C. International. He added that in the event O.LC. International ceases to fund the centre, the

Government of Sierra Leone should take over.

Auditor’s Comment
An agreement between Government of Sierra Leone and SLOIC was submitted for
verification. However, the issue in relation to IAMTECH still remains unresolved.

Supporting Documents For Subventions Not Produced For Inspection
Supporting documents and returns, in respect of subventions paid, totalling Le 149,842,823

were not submitted for inspection. It was recommended that the PS should produce the
supporting documents within thirty (30) days of the receipt of the report; otherwise, the
amount must be paid back into the CRF and evidence forwarded to the ASSL.

Official’s Response
The PS' stated that the expenditure returns and supporting documents in respect of subventions paid to those
institutions bad been traced and were ready for inspection.

Auditor’s Comment
Le25,257,000 Returns in respect of subventions were verified leaving a balance of
Lel124,585,832 not accounted for. The issue therefore remains unresolved.

Unauthentic Receipts Issued
Receipts totalling Le 10,000,000 were not authentic, as they had no business name or address,

in respect of the payment made to Christian Faith Rescue Orphanage as per PV no. 21827. It
was recommended that the PS should ensure that authentic receipts, in respect of the said
amount were provided within thirty (30) days of the receipt of the report; otherwise, he should
refund the amount into the CRF and forward evidence to the ASSL.

Official’s Response
The PS mentioned that the Ministry will, in future, thoroughly scrutinize all receipts submitted to ascertain
their anthenticity.

134



8.2.6.

8.3.

8.3.1

8.3.2

Auditor’s Comment
The issue remains unresolved.

Bank Statements Not Submitted By The Ministry
Despite several requests made for a list of Bank Accounts maintained by the Ministry and also

their respective Bank Statements, only bank statements in respect of the Basic Education
Commission were submitted. It was recommended that the PS should ensure that the list of
all Bank Accounts maintained by the Ministry and the required Bank Statements must be
provided within thirty (30) days of the receipt of that report; otherwise; Section 18(1) of the
Audit Service Act would be enforced.

Official’s Response
The PS stated that a list of all Banks Accounts maintained by the Ministry and their respective Bank
Statements were available for inspection.

Auditor’s Comment
The issued remains unresolved.

Refer to the Table of Commuon issues (page 128) for further observations.

MINISTRY OF EDUCATION SCIENCE & TECHNOLOGY, HQ (2012)

Proceeds from sale of bidding documents not accounted for

It was noted that amount totalling L.e37,200,000 received from the sale of bidding documents
were not brought to account, as the necessary supporting documents to substantiate the
utilisation of funds were not submitted to the audit team for review. It was therefore
recommended that the Procurement Officer (PO) should provide the relevant documentation
for the utilization of the Le37,200,000 from the sale of Bidding Documents within thirty (30)
days of the receipt of that report; otherwise, the amount must be refunded into the CRF and
evidence of payment to bank forwarded to ASSL for verification.

Official’s Response
The PS' did not respond to the issue regarding the sale of bidding documents.

Auditor’s Comment

The issues are outstanding,.

Payment Vouchers and Supporting Documents Not Submitted for inspection
The following were observed:
= Even though a similar finding was observed in the 2011 audit exercise, it was surprising
to note that grants and subventions totalling Le1,063,946,333 were paid to institutions in
the year 2012 that were not on the approved list of Technical Vocational Institution of
the Ministry;
® The amount of Lel28,223,635 represented fuel paid for by the Ministry for which fuel
operating records such as fuel chits were not submitted to support the utilisation of fuel;
® In the absence of monthly or quarterly fuel reconciliations between the Ministry and the
supplier, the audit team’s several attempts to review the fuel records maintained by the
supplier (Fuel Station) in order to ascertain the actual fuel balances, proved futile.
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8.3.3

8.4.

8.4.1.

The following were therefore recommended:

® The PS should submit a justifiable reason within thirty (30) days of the receipt of that
report, ot refund the amount in question into the CRF and evidence of payment to the
bank forwarded to the ASSL for verification;

® The PS was to ensure that the fuel operating records to support the utilisation of the
Le128,223,635 were submitted within thirty (30) days of the receipt of that report;
failing which the amount in question must be refunded and evidence of payment to the
bank forwarded to the ASSL for verification; and

® The Principal Accountant should ensure that monthly fuel reconciliations were carried

out between the Ministry and the supplier.

Official’s Response

Regarding Grants/ Subventions the PS said that there was an existing Memorandum of Understanding
between OIL International and the Government of Sierra Leone which stated that at the expiration of OIC
international intervention, the Government of Sierra Leone would continue to support SLOIC. Copy of the
M.O.U. he said, was available for verification. For LAMTECH Voc. Training Centre, be said that that
institution was on the Ministry’s approved list of Technical 1 ocational Institutes prior to its upgrade to a
University. He mentioned that the Ministry considered it prudent to continue its support to the institution to
cushion the running cost of the institution for a period of time with the aim of disconraging increase in fees by
the University. Barefoot Solar Engineering Training Centre, he further mentioned, was a government
institution directly under the Ministry of Education, Science and Technology. Relating to the issue of the
operating records for fuel, he said that had been put in place. However there were no further comments on the

issue of reconciliation.

Auditor’s Comment
The issue still stands.

Unverified Assets

Assets totalling 1.e156,700,000 were purchased in the year 2012 but the audit team was unable
to verify the existence of those assets. The Store Keeper was advised to produce the assets in
question for physical verification within thirty days of the receipt of the report; failing which
the amount involved must be refunded and evidence of payment to the bank forwarded to the
ASSL for verification.

Auditor’s Comment
There was no response for the query. Therefore the issue is outstanding.

Refer to the Table of Commuon issues (page 128) for further observations.

MINISTRY OF EDUCATION SCIENCE AND TECHNOLOGY SOUTHERN
REGION (2012)
Bank Statements Not Submitted
Bank Statements, to confirm receipts and payments to bank, for the Sierra Leone Commercial
Bank Current Account No. 004-412177-03-00-01 was not submitted for inspection. It was
recommended that the Deputy Director (DD) should ensure that a systematic system exist for
the safe custody of all accountable documents and the Bank statement must be submitted to
the ASSL for inspection.
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8.4.2.

8.5.

8.5.1.

Official’s Response
The Deputy Director of Education (DDE) stated that there was delay in receiving bank statements from the
Sierra Leone Commercial Bank and that would be made available to ASSL as soon as it was received from

the bank.

Auditor’s Comment
The Bank Statement is yet to be made available for inspection.

Poor Management And Supervision Of Stores
Some variances were observed between items received and those recorded in the Store

Ledgers. An examination of selected transactions revealed that out of a total of 1,692 text
books supplied to the Ministry, only 1,516 Books was recorded by the Storekeeper in the
Store Ledger leaving a balance of 176 Books not accounted for by the Storekeeper. It was
recommended that the DD should ensure that the variances were immediately investigated
and the investigation report submitted to the ASSL for verification; otherwise the current
market price of the balance text books should be paid into the CRF.

Official’s Response

The DDE stated that concerns relating to variances in the supply of text books had been communicated to the
Task Force Team and as far as their records were concerned, only books that were supplied and received by the
district had been recorded in the store ledgers. Any outcome on that issue would be communicated to ASSL for
necessary action.

Auditor’s Comment
Investigation Report on the variance between the supplier’s records and the Ministry is yet to

be submitted for verification.

Refer to the Table of Common issues (page 128) for further observations.

MINISTRY OF EDUCATION SCIENCE AND TECHNOLOGY EASTERN
REGION (2011)

Non Retirement Of Allocations

The total sum of Le37, 342,992, in respect of quarterly allocations made by the Kenema
District Council to the Ministry of Education, Science and Technology Kenema (MESTK),
was not retired. It was recommended that the Deputy Director of the MESTK should ensure
that all allocations made to them were propetly retired and accounted for, in accordance with
the regulation; and he must forward the retirement details in respect of the above to the ASSL
for verification within thirty (30) days of the receipt of the report, otherwise, the sum of
Le37, 342,992 should to be refunded promptly.

Official’s Response

The DDE stated that he deeply regretted the non-provision of appropriate acquittals in respect of funds
utilized. The difference as bighlighted in the report, be said, was indeed balances that were utilized for which
supporting documents were with the Kenema District Council Finance Office. He mentioned that those had
been retrieved and would be provided for verification.
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8.5.2.

8.5.3.

Auditor’s Comment
Acquittals (receipts, certifications and invoices) were verified for the total sum of
Le33,542,992. There were no acquittals for the remaining amount totalling 1.e3,800,000.

No Periodic Inspections Of Schools

There was no evidence in the form of Inspection Reports to confirm that periodic inspections
of schools in the Kenema District were carried out by School Inspectors during the period
under review. It was recommended that the DD in collaboration with the Minister of
Education, Science and Technology should ensure that periodic visits to schools within the
Kenema District were made by School Inspectors in accordance with the regulation. In
addition, reports on those visits must be appropriately documented and copies filed for audit
assessment and reference purposes.

Official’s Response

The DD stated that their inability to perform periodic visits to schools within the Kenema District was as a
result of staff shortage and late remittance of funds by the Central Government to meet activities planned. He
however mentioned that the recommendation was highly appreciated and would be implemented.

Auditor’s Comment

Our recommendations were not implemented.

Poor Management Of Stores

The Ministry’s Allocated Store Ledger (ASL) was not propetly maintained. In some instances,
items of receipts were not brought on charge in the ASL, whilst in other cases, issues out of
stores were not deducted from the stock balances in the ASL. A total number of 235 (Two
Hundred and Thirty Five) stationery and other items in respect of the year end balances in the
ASL, were also not brought to account. The general condition of the store was far from being
pleasant. It was also noted that the store was untidy, poorly ventilated and infested with
termites. In addition, the store was not spacious and the items in it were scattered and not
neatly packed. Furthermore, the roof was badly damaged and a lot of defects were identified
in the store accommodation. It was recommended that the DD should ensure that all items of
receipts and issues were brought on charge in the ASL on a timely basis and those must be
reflective of the actual stock balances at any given period in time. In addition, the balances in
the ASL not brought to account, must be made available for verification within thirty (30)
days of the receipt of the report; otherwise, the then market price of the items in question
should be paid without delay. It was also recommended that in future, regular reconciliations
should be done between the physical store items and the records in the ASL, and all
discrepancies propetly investigated and corrected accordingly. The store ought to be propetly
rehabilitated and all the environmental defects highlighted therein must be rectified.

Official’s Response

The DDE said that they regretted the fact that the store space within the Ministry was small and funds for the
rebabilitation of the store were not forthcoming for the period under review. He however said that in their effort
to ensure sanity in conformity with the regulations, receipts and issues from store were brought on charge on a
timely basis and the evidence wonld be provided for verification.

He said that the balances not brought to account as highlighted in the report were indeed in store as at the time

of the andit but not verified by ASSL due to the fact that items were not properly packed. Those items be said
bad been retrieved and taken on charge and wonld be presented for verification.
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8.5.4.

8.6.

8.6.1.

He added that reconciliation between physical store items and store records were performed on a regular basis
and evidence of such reconciliation wonld be presented for verification. The general condition of the store he said
had been upgraded to meet health and safety requirements.

Auditor’s Comment
The recommendations were not implemented.

Non Maintenance Of Log Book/Operating Records

The total sum of Le32,780,000 was allocated to the MESTK for the use of fuel and the
servicing and repairs of motor bikes during the period under review. However, there was no
evidence in the form of log book/operating records to indicate the details of journeys for
which fuel was consumed, the quantity of fuel consumed and the nature of servicing and
repairs. Consequently, the auditors could not verify whether those funds were utilized in the
interest of the Ministry. It was recommended that the DD should maintain an updated log
book or operating record addressing all the information stated in Section 236 of the Financial
Management Regulations, 2007 and must also forward the operating records together with the
relevant documentary evidence on how the Le32,780,000 was utilized on fuel, servicing and
repairs of motor bikes to the ASSL within thirty (30) days of the receipt of the report;
otherwise, the full amount should be refunded.

Official’s Response

The DDE stated that a fuel log book in the required format as prescribed by the FMR, 2007 had been
developed and wonld be presented for andit. He also mentioned that receipts and invoices in respect of funds
spent for repairs and maintenance to motor bikes were available and would be presented for verification.

Auditor’s Comment
Receipts were verified for the sum of 1.e25,140,000. There were no supporting documents to
justify the utilization of the remaining amount totalling L.e7,640,000.

MINISTRY OF EDUCATION SCIENCE AND TECHNOLOGY EASTERN
REGION (2012)

Poor Management Of Stores

Three hundred and forty-six (346) text books recorded in the Allocated Stores Ledger (ASL)
were not in the store. In addition, the auditors noted that the store was untidy, pootly
ventilated with low visibility. Furthermore, the store was not spacious and the items in it were
scattered. There was also no toilet facility for staff assigned to the store. It was therefore
recommended that the DD should produce the 346 text books in the ASL for verification
within thirty (30) days of the receipt of the report, or the current market price of the text
books should be paid into the CRF. Regular reconciliations should also be done between the
physical store items and the records in the ASL and all discrepancies propetly investigated and
corrected accordingly.

Official’s Response

The DDE responded as follows:

= He explained that the 346 text books not brought to account as highlighted in the report were indeed in
store as at the time of the andit but not verified by the team of anditors conducting the verification at that
time, mainly due to the fact that items in the store were not properly packed. The items bad been retrieved
and taken on charge and wonld be presented for verification
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8.6.2.

8.7.

8.7.1.

®  He stated that reconciliations between physical store items and Store Records were of late said performed
on a regular basis and evidence of such reconciliations wonld be presented for verification; and

= He concluded with the fact that the general condition of the store had been upgrade to meet health and
safety requirement. He registered bis deepest regret over the situation and promised that it wonld never be
repeated.

Auditor’s Comment

= Verification revealed that 346 (Three hundred and forty-six) text books recorded in the
Allocated Stores Ledger (ASL) were not in the store.

® The store was untidy, poorly ventilated with low visibility, not spacious and the items in it
were scattered.

®  There was no toilet facility for staff attached to the store.

Non Maintenance Of Log Books/Operating Records

There was no evidence in the form of log book/operating records to justify the total amount
of Le16,930,000 allocated to the MESTK for the consumption of fuel during the period under
review. It was recommended that the DD should forward the evidence on the utilisation of
Le16,930,000 to the ASSL for verification, within thirty (30) days of the receipt of the report,
or the full amount must be refunded. A log book or operating records must be maintained

and updated regularly for the utilisation of fuel.

Official’s Response
The DDE  stated that receipts in respect of fuel consumed would be presented for verification.

Auditor’s Comment
Evidences to justify the utilisation of fuel totalling 1.e16,930,000 were not provided during
verification.

MINISTRY OF AGRICULTURE, FORESTRY AND FOOD SECURITY HQ (2011)

Review Of The Tractor Hire Purchase Scheme

The Ministry did not maintain individual debtors files/ledgers. As a result, a total of
Le2,055,637,8306 still remained as atrears/outstanding debt for the petiod under review. It was
recommended that the PS must apply stringent penalties on all debtors who were not
complying by paying their annual installments and that outstanding amounts in 2011 should
be recovered within thirty (30) days of the receipt of that report.

Official’s Response

The PS stated that the recovery of the outstanding debt was ongoing and that stringent measures had been
taken against most of the Debtors who had failed to comply with the loan repayment of their annunal
installment by seizing their tractors and making them available for sale to the public and farmers who were
ready to comply with the loan repayment of the annual installment. He however said that some ontstanding
amonnts for 2011 had been recovered in 2012 and the Bank Statements were available for verification. He
also said that the Ministry had a Memorandum of Understanding (MOU) with the First International Bank
(FIB) to collect all outstanding debts from debtors.

Auditor’s Comment

Upon verification of the Hire Purchase Account’s Bank Statement, the stringent measures
taken resulted in the recovery of only Le31,722,613 as Loan Repayment from the Tractor
holders leaving a balance of 1.e2,023,915,233 still outstanding.
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8.7.2.

8.7.3.

8.7.4.

8.7.5.

Poor Payroll Administration

A review of payroll documents presented for audit inspection revealed that 116 drivers were
employed against 76 official vehicles, while only 62 vehicles were roadworthy, the service of
40 drivers were not utilised and a total amount of Le142,252,800 was paid to drivers who were
not utilised for the period under review. It was recommended that action should be taken as
quickly as possible by the Director, HRM Office and the PS to address the anomaly.
Auditor’s Comment:

The issue is still outstanding

Receipts And Distribution Of Fertilizers

Fertilizers amounting to Le44,420,000 issued to various farmers in the Western Area on a cost
recovery basis had not been recovered. It was recommended that the Chief Agricultural
Officer should recover the sum of Le44,420,000 from the various farmers and evidence of
recovery forwarded to the ASSL for verification, within (30) days of the receipt of the report;
otherwise, the said amount must be refunded.

Official’s Response
The PS said that the Chief Agricultural Officer had forwarded the necessary recovery documents and that they
were available for verification.

Auditor’s Comment
Paying-in-slips were submitted totalling Le13,040,000 to cover the recovery of the
Le44,420,000 with a balance of Le31,380,000 still outstanding. However, Bank Statement to

confirm payment to the bank was not presented for verification. Hence the issue still stands.

Projects Of The Ministry

Review Of The Seed Multiplication Project

The seed multiplication unit received the sum of Le2,653,292,190 from the Government of
Sierra Leone, GTZ and Food and Agricultural Organisation for the procurement and supply
of seed rice, groundnuts and other crops for the period under review. It was observed that
accountable documents and records such as bank statements, monthly bank teconciliation
statements, cash books and details of accounts operated by the project were not produced to
the audit team to support the utilisation of the amount. It was recommended that the Project
Coordinator should forward to the ASSL all documents/information relating to the project.

Official’s Response
The PS' stated that the Project Coordinator had made all the project documents/ information relating to the
project available and that they were ready for andit inspection.

Auditor’s Comment

Out of the total of Le2,653,292,190, supporting documents were submitted for
Le2,118,417,642 leaving a balance of Le534,874,547 for which documents were not made
available. Upon examination of the documents submitted, the auditors observed that amounts
totalling 1.e183,580,000 were without adequate supporting documents such as receipts,
invoices and evidence of deliveries.
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8.7.6.

8.8.

8.8.1.

Review of Diversified Food Production Project (DFPP)

No Accounting Manual was in use within the Project to define how transactions were
processed, how to guide new recruits and allow management to monitor transactions in
accordance with the manual. Furthermore, the accounts were presented without
accompanying notes on the Accounting policies used to prepare the Financial Statement. It
was recommended that the Project Coordinator, DFPP should put in place a comprehensive
Finance Procedure Manual urgently and must state clearly the Accounting policies adopted to
prepare the Financial Statement.

Official’s Response
The PS' stated that all the recommendations wonld be strictly adbered to and necessary action taken by the
Project Coordinator to correct all the anomalies.

Auditor’s Comment
The issue is still outstanding.

Refer to the Table of Common issues (page 128) for further observations.

MINISTRY OF AGRICULTURE FORESTRY AND FOOD SECURITY HQ (2012)

Review of the Tractor Hire Purchase Scheme

For the year 2012, the total amount of Le2,569,698,240 was supposed to have been recovered
from debtors in respect of the Tractor Hire Purchase Scheme; however, only Lel178,254,991
was recovered , leaving a balance of Le2,391,443,249.20, representing approximately 93% of
what should have been recovered from debtors. It was also noted that the Tractor Hire
Purchase Scheme was being managed by the First International Bank without any binding
contract between the Ministry and the bank. The initial contract agreement between the
Ministry and the Bank had expired since 315t December 2010 and up to the end of the audit, it
had not been renewed. It was recommended that the PS must ensure that a revised payment
plan between the Ministry and the debtors was implemented within thirty (30) days of the
receipt of the report and that a new contract agreement signed between the Ministry and the
bank so as to enable the Tractor Hire Purchase scheme to be propetly managed.

Official’s Response

The PS stated that the tractors were giving a lot of problems to the farmers, a team headed by the Minister had
engaged the farmers in the province to advice them to pay their debts, he added. He further said that a press
release for defanlters to pay had been made and a cabinet paper, which was available for verification had been
sent to government for them to review the cost from 40% to 60% subsidy. He mentioned that the bank was
contracted to implement the programme since they had about 1% of the amount. He however said that
management had noted the findings and the process was going on to renew the contract with the Ministry.

Auditor’s Comment

The process is ongoing as a Cabinet Proposal was submitted to the team for verification.
Hence, the issue will be kept in view for the next audit inspection. A Review of the
Memorandum of Understanding, sent to the Attorney General and the Minister of Justice,
Law Officers Department, to show that the signing of a new contract was in progress, was
submitted for verification. This issue will also be kept in view.
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8.8.2.

Bank Statement Not Presented For Audit Inspection

An examination of the revenue registers and NRA receipt books for revenue streams revealed
that revenue collected totalling Le1,121,832,260 for the year 2012 was alleged to have been
paid into the bank for which Bank Statements were not submitted for audit inspection by
both the NRA Collector and the Transport Officer in charge of the buses. It was also
observed that Forestry activities were carried out in the thirteen districts. However, out of
those thirteen districts, returns were only submitted for five (5) leaving a balance of eight (8)
still outstanding. Furthermore, there was no segregation of duties over the printing, receipt
and custody of the bus tickets as the printing, custody and issuance of those tickets were done
by the Secretary to the Deputy Minister 1 and the duplicates of tickets were not maintained.
The Phytosanitry Certificates amounting to Le6,006,000 were issued by the Crop Division for
which there was no evidence to show that the Certificates were paid for. It was recommended
that the PS should ensure that bank statements to certify the payment of the said amount into
the bank were submitted for audit verification within thirty (30) days of the receipt of the
report; otherwise, the amount in question must be paid back into the CRF and evidence of
payment to the bank forwarded to ASSL for verification. The Director of Forestry Division
was to ensure that the relevant returns were submitted for verification within thirty (30) days
of the receipt of the report. The Chief Accountant was to ensure that there was adequate
segregation of duties over the printing, custody and issuance of the tickets. The Director,
Crops Division was to produce the relevant receipts and evidence of payment to bank within
thirty (30) days of the receipts of the report, failing which the amount involved was to be paid
back and evidence of payment into the CRF forwarded to ASSL for verification.

Official’s Response

The PS stated in bis reply that:

= The NRA was responsible for the collection of tax derived from the Forestry and Phytosanitry Division.
The process of collecting such revennes was that clients normally paid to the bank, and a bank pay shp
was submitted to NRA for which an NRA receipt wonld be obtained. The client wonld then present the
INRA receipt to the Forestry/ Phytosanitry Division of the Ministry where the receipt number would be
entered into a ledger. The ledger he said wounld be available for verification. However he said that with
adyice from the Internal Andit Unit, MAFFES, they would subsequently be making photocopies of all
NRA receipts presented by clients. For the bus acconnt, the bank statements he said were available for
verification.

= They had sent a memorandum to the various District Officers to submit their returns and those documents
were available for verification.

= Management had instituted a new method of printing and custody of receipt books by means of segregation
of duties for the bus service.

= They issued certificates to customers after they (customers) had made payment to the bank. The customers
would take the bank slips to NRA, in return NRA wonld give receipts which numbers would be entered
in the MAFFES ledger and then a certificate wonld be issued. However, through the advice of the Internal
Aundit, MAFFES, he said had instituted the photocopying of all bank paying slips and NRA receipts in
2013.

Auditor’s Comment

The Bank Statements in respect of Forestry and Phytosanitry amounting to Le892,777,725
and Le39,118,762 respectively were not submitted for verification to certify the payment of
the said amounts into the bank. Returns were not submitted for the various districts stated on
the Report. Hence the issue remains the same. The explanation stated on the segregation of
duties was not satisfactory as no evidence of such explanation was presented for verification.
A Schedule showing the NRA receipt numbers for the various certificates issued was

143



8.8.3.
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presented to the verification team but the auditors were unable to confirm the payment of the
said amount into the bank as bank statements from NRA were not submitted for verification.

Observations Of The Mechanical Store

The following lapses were observed:

= No regular inspection of the Mechanical Stores was carried out either by the PS or his
representative.

= In spite of previous reports, leakages were observed in some of the ware houses which
have caused a lot of damage to some stores items.

= Electricity supply to the Mechanical stores continued to be a challenge especially at night;
considering the fact that valuable properties costing millions of Leones were kept in the
various warehouses.

= [Even though several recommendations had been made over the years for a complete
overhaul of the drainage system in the Ministry’s Mechanical stores, it was observed that
the drainage system was in complete shambles. The situation was particularly serious
during the rainy season; making it extremely difficult for people to use the main entrance,
hence hindering the proper functioning of the store.

It was recommended that with immediate effect, the PS should carry out unannounced
inspections of the stores and the dates observed should be recorded for verification and
urgent steps should be taken to repair the leaking roofs, to prevent more losses to occur.
Every effort should be put in place to ensure regular power supply to the store so as to enable
personnel carry out their functions effectively and efficiently. The PS should also ensure an

overhaul in the drainage system at the Central Mechanical Stores.

Official’s Response

The PS stated that:

= Regular inspections of the stores were done by bimself and the Minister with other senior personnel and
evidence of that was available from the log book for verification;

= Modalities were being put in place by top Management to repair the Kissy stores afier the rains;

= Electricity supply to the mechanical stores continued to be a challenge especially at night; but management
was working very hard to salvage the situation; and

= The Ministry had contacted SLRA to work on the drainage system, evidence of that was available for

verification.

Auditor’s Comment
Management responses relating to the operations of the Store were noted. However, the

issues remained the same.

Bank Statements Not Submitted By The Ministry

Despite written request made by the Auditor General for a list of bank accounts maintained
by the Ministry and also their respective bank statements, such requests proved futile as the
list of bank accounts as well as bank statements operated by the Ministry Headquarter and the
SCP/GAFSP Project were not submitted. It was recommended that the PS should ensure that
the list of all bank accounts maintained by the Ministry and the required bank statements were
provided within thirty (30) days of the receipt of the report; otherwise, Section 18(1) of the
Audit Service Act would be enforced.

Official’s Response
The PS said that the bank statements of the Ministry were available for verification.
Auditor’s Comment
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8.9.

8.9.1.

8.9.2.

The recommendation stated on the report was not adhered to, as the bank statements were
not submitted for verification.

Review Of the Diversified Food Production Project

According to their annual work plan, the project was supposed to undertake Inland Valley
Swamp (IVS) “Development, Local and Imported tools, small ruminants”, etc. However, this
was not accomplished and neither documentary evidence nor a plausible explanation was
submitted to the audit team for not meeting their target. It was recommended that the Project
Coordinator must provide adequate documentary evidence and a plausible explanation for not
meeting their target within thirty (30) days of the receipt of the report.

Official’s Response

The Project Coordinator said that that was not achieved as a result of the prolonged procurement process for the
recruitment of the Engineering Consultant for the Design and Supervision of IV'S and Socio-economic
infrastructure. He also mentioned that the delay in No Objection from IDB on MOU with Extension and
Lipestock Divisions of MAFES which were to provide the quantities and specifications on tools and livestock
delayed the procurement process. He further said that following the conclusion of the procurement process and
contract signed with IDEAS LTD and AL-HABSHI of Kuwait ]V and the signing of MOUs with
Exctension and Livestock Divisions of MAFTES, the procurement process for Imported tools, small ruminants,
ete had been initiated and in process.

Auditor’s Comment

The issues remain the same.

Refer to the Table of Common issues (page128) for further observations.

MINISTRY OF AGRICULTURE FORESTRY AND FOOD SECURITY,
SOUTHERN REGION (2012)

Poor Control Over Revenue Generated By The Forestry Division

The revenue collections by the Forestry Division decreased by 11% in 2012 (from Lel7.3m in
2011 to Lel54m in 2012) and Bank Statements, which recorded the payments and
withdrawals from bank were not submitted to confirm the payment of Le15,401,000 collected
by the Forestry Division as revenue for the period under review. It was recommended that the
District Agriculture Officer (DAO) should ensure that the Ministry engaged in a revenue
mobilisation drive to increase its revenue generation. Bank statements in respect of the sum of
Le15,401,000 must be submitted for verification within thirty (30) days of receipt of the
report; otherwise the whole amount must be refunded.

Official’s Response

The DAO stated that the Accountable Document Register was not maintained but document to show for the
issue of receipts to the forestry division was available in Freetown as receipts were collected directly from the
Ministry in town. He added that the number of foresters available was small and coverage area was wide, hence
unable to cover the length and breadth of the region.

Auditor’s Comment
ASSL recommendations were not implemented by the ministry.

Poor Control Over Fuel Usage
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8.9.4.

Monthly/Quatterly Reconciliations wete not cartied out between the Ministry and the Fuel
Station. Out of a total of Le62,906,000 allocated to the Ministry by the Councils (Bo City &
District), only the sum of Le48,935,250 was supported by fuel chits leaving an outstanding
balance of Le13,970,750 not accounted for by the Ministry. It was recommended that the
DAO should ensure that Monthly/Quartetly Reconciliations were carried out between the
Ministry and the Fuel Station and the evidence on the utilisation of Le13,970,750 was
forwarded to the ASSL for verification within thirty (30) days of receipt of the report;
otherwise the amount involved must be paid back into the CRF.

Official’s Response

The DAO stated that the reason for the difference in fuel bonght and fuel supplied as evidence in fuel chit was
as a result of activities carvied ont on holidays and weekend when fuel was collected from the station without
chit. He added that requisitions for fuel raised and for purpose not indicated, was just a mistake but the
requisition evidence wonld be provided. He agreed that reconciliation was not done in the past but in the years

abead it would be done which will be proven in the next audit exercise.

Auditor’s Comment
Monthly/Quatterly Reconciliations between the Ministry and the Fuel Station were not
carried out.

Lapses Observed In a Project supervised by the Ministry of Agriculture

In spite of repeated requests, a monitoring report on the implementation of a project was not
available to justify the utilisation of an amount of Le225,939,750. The Team visited a Project
Site at Koribondo and observed that the Agriculture Business Unit was not functional. The
generator was not in working order and a television supplied to the Centre could not be
physically verified. It was recommended that in future, all transactions from inception to
completion should be supported by the relevant documentary evidence which must be
retained for audit and reference purposes. In addition, the Project Head should forward the
Monitoring Report in support of the expended amount of 1e225,939,750 to ASSL for
verification within thirty (30) days of receipt of the report; otherwise the amount involved
must be paid back into the CRF.

Official’s Response

The DAO responded as follows:

“The mistake was done by the bank as a result of improper printing and those mistakes had been taken up
with them and the corrections effected. They were sorry for such happenings as this was not brought to their
attention by the ministry representatives, but effort will be made to correct such bad happening in the future;
The officer responsible for such supply of vegetable seeds at that time failed to hand over those documents to the
predecessor; and the officer responsible for such training at that time failed to hand over the documents to the
predecessor.”

Auditor’s Comment

The monitoring report was still not available for verification.

Inadequate Control Over Staff Records

Staff Personnel files were not properly kept as they lacked vital documents such as Certificates
and Appraisal Forms. In addition, the names of thirteen (13) staff on the Staff List had
attained/exceeded the retirement age of 60 years. It was recommended that the DAO should
ensure that, staff personal files were immediately updated with the relevant information. The
DAO should also liaise with MAFFS Headquarter and the Human Resource Management
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8.10.1.

8.10.2.

Office for necessary action relating to names of thirteen (13) staff on the Staff List that have

exceeded the retirement age of 60 years.

Official’s Response

The DAO stated that staff were paid through the bank system and salary vouchers were not photocopied. On
the issue of retirement of staff, be said that this was so because some of those staff were transferred staff and
Jailed to transfer their documents in their previous file. He however said that effort wonld be made to ensure
that recommendations were adbered to. Staff who bhad reached their retirement age must be notified by
NASSIT and until that is done the staff wonld keep coming to work until they were notified, he added. He
mentioned that staff were regular at work as their work involved more of field work than work out of the
ministyy and only signed the register when they worked in Bo.

Auditor Comment
ASSL recommendation is yet to be implemented. The DAO claimed that some of the issues

raised were not directly under his control.

MINISTRY OF AGRICULTURE FORESTRY AND FOOD SECURITY,
EASTERN REGION (2011)

Public Funds Not Brought To Account

The sum of Le339,601,000 in respect of quarterly allocations made by the Kenema District
Council was not brought to account. The sum of Le15,000,000 and Le588,000 in respect of
timber licenses and transport permits were not brought to account. It was recommended that
the DAO must ensure that all public funds were propetly accounted for including the above
amounts and evidence forwarded to ASSL within thirty (30) days of the receipt of the report;
otherwise, the total sum of Le339,601,000 should be refunded without delay.

Official’s Response
The DAQO stated that the documents were ready for verification.

Auditor’s Comment
Out of the Le339,601,000 unsupported expenditures, Le 41,749,000 was still not accounted
for.

Inadequate Control Over Collection And Banking Of Revenue

The total sum of Le5,051,000 in respect of transport permit collected was not recorded in the
cash book. The Ministry did not make available bank statements to justify that the total sum
of L.e5,051,000 in respect of revenue generated by the Forestry Department, was paid into the
bank. It was recommended that the DAO should ensure that there were adequate controls
over collection/issuing of receipts, permits and banking of revenue. In addition, proper
supervision and review were to be employed to ensure that transactions recorded in the books
of accounts were accurate, complete and supported by the relevant documentary evidence.
Evidence of receipts and bank statements in respect of the issue highlighted, must be
forwarded to the ASSL for verification within thirty (30) days of the receipt of the report;
otherwise, the total amount of Le5,051,000 should be refunded promptly.

Official’s Response
The DAO said that the officer that was acting during the period died and no document was traced. He
however stated that a letter had been attached to explain further the details of what the andit required.

Auditor’s Comments
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Our recommendation was not implemented.

Inadequate Control Over The Distribution And Usage Of Fuel

Ministry of Agriculture Forestry and Food Security Kenema (MAFFSK) was not following
any policy or rule regarding the distribution and usage of fuel. In addition, there was no
recording mechanism in the form of a log book/ operating record or fuel register to indicate
the names of officers to whom fuel was supplied and the purposes for the various supplies. As
a result of those weaknesses, the Ministry could not account for fuel costing Le49, 822,500. It
was recommended that the DAO should formulate a policy to guide and control the
distribution and usage of fuel. In addition, the use of a log book and fuel register must be
introduced to record and reconcile the distribution and usage of fuel. Furthermore, the DAO
should forward a detailed breakdown (indicating recipient’s signatures) on how the quantities
of fuel consumed in 2011 were distributed. The information was to reach the ASSL within
thirty (30) days of the receipt of the report; otherwise, the amount stated above was to be
refunded.

Official’s Response

The DAQO in his reply stated that during the period under review the various divisional heads were feeping
track of their own fuel allocated to them. He said that the district store keeper had a ledger, where he did all
entries from the various heads of division and it was during that period that he had to collect all the fuel
tracking documents from the heads which he took home for proper recording. He mentioned that it was during
that period that be died suddenly and as a result the office took time to retrieve the documents from the family.

Auditor’s Comment
To a large extent, our recommendation was implemented. Fuel registers indicating a detailed
breakdown, including recipients’ signature, on the use of quantities of fuel in 2011 were

presented during verification. However, no evidence of fuel chits was seen.

Poor Records Management

Staff personal files lacked vital information such as application letters and credentials of staff,
offer and acceptance of employment letters, etc. There was also no evidence in the form of a
Time Book or Attendance Register to indicate that the arrival and departure of staff to and
from work were recorded and monitored. It was recommended that the DAO should ensure
that staff personal files contained staff details and documents such as the ones mentioned
above; and the MAFFSK had to maintain a Time Book or Attendance Register, in which
accurate details of staff arrival and departure were recorded, for all units.

Poor Management Of Stores

Four hundred and twenty seven (427) assorted items were recorded in the allocated store
ledger and the requisition books as receipts and request. However, there was no evidence in
the form of delivery notes to justify that the quantity and specification of the items were
accurate and complete. It was recommended that the DAO should ensure that all items of
receipts were brought on charge in the Stores Ledger on a timely basis and must be
accompanied by delivery notes and supported by the relevant receipts in accordance with
Section 183 (2) of the Financial Management Regulations, 2007. In addition, all requested
documents were to be forwarded to the ASSL within thirty (30) days of the receipt of the
report.

Auditor’s Comments
Our recommendations were not implemented.
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8.11.1.

8.11.2.

8.11.3.

Refer to the Table of Commuon issues (page 128) for further observations.

MINISTRY OF AGRICULTURE, FORESTRY AND FOOD SECURITY,
EASTERN REGION (2012)

Poor Performance On Revenue Generation

No revenue was recorded for timber licences in 2012 as compared to 2011, when the sum of
Le20,000,000 was recorded. The audit further revealed that revenue totalling Le210,000,000
in respect of forty two (42) receipt books issued to the Forestry Division was not submitted
for audit. Bank statements to justify the total sum of Le89,910,000 in respect of revenue
generated from the issuance of permits by the Forestry Department, were not provided. It was
recommended that the DAO should provide an explanation, and evidence to account for the
drop in revenue generation. The deposit slips and bank statements in support of the forty two
(42) receipt books, timber licences and forestry permits should be forwarded to ASSL within
thirty (30) days of the receipt of the report; or the said sums refunded promptly.

Official’s Response

The DAO stated that the Officer in charge was suspended indefinitely just after the issuing of one license and
no other officer was assigned to the office for that year. No receipt was missing and the allocation and entry of
receipt books not serially done as identified by audit had been made known to head quarters for serial
distribution of books for andit purposes, he added. He further mentioned that the DAO and the Offcer in
Charge were not signatories to the acconnt at the bank and a copy of paying in slip had been made available for

verification.

Auditors Comment

The issues were still outstanding

Poor Records Management

One hundred and twenty-five (125) staff members were without personal files and staff were
not appraised during the period under review. Thirteen (13) staff members who should have
gone on retirement were in active service. It was recommended that the DAO must ensure
the provision of individual files for all staff, with each file containing staff details and

employment history, and staff appraisals should be done on a regular basis.

Official’s Response

The DAO stated that they were working on getting all at a central location to solve the problem. He mentioned
that appraisals and records wonld be put in place in due course and on the issue of retirement, the Human
Resource Management had that responsibility.

Auditor’s Comment
Our recommendations were not implemented as the Ministry failed to update staff personnel
files and the staff identified for retirement were not retired by the Ministry.

Inadequate Control Over The Disbursement Of Funds

An amount of Le65,915,000 was spent on the rehabilitation of Inland Valley Swamp (IVS)
and Water Control Management, but monitoring and evaluation reports to prove that those
projects were adequately monitored were not submitted for audit. It was recommended that
the DAO should forward the relevant evidence in respect of the above expenditure to the
ASSL for verification within thirty (30) days of the receipt of the report; or the amount
refunded soonest.
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8.12.

8.12.1.

8.12.2.

Official’s Response
The DAO stated that the monitoring report for activities undertaken had been independently sent fo
headquarters. He however said that the document was ready for inspection.

Auditor’s Comment
The issue is still outstanding.

Inadequate Control Over The Distribution And Usage Of Fuel

The Ministry could not account for fuel used, costing Le46,083,500 as there was no Log
book/ operating record or fuel register. It was recommended that the DAO should forward
to the ASSL, a detailed breakdown and evidence of how Le46,083,500 was utilised, within
thirty (30) days of the receipt of the report or refund the amount promptly.

Official’s Response
The DAO stated that the distribution list for fuel as per request was available for inspection and the use of

chits had been introduced to control the use of fuel and other Government items.

Auditor’s Comment
Supporting documents provided were not sufficient to confirm that our recommendations

were fully implemented.

Refer to the Table of Commuon issues (Page 128) for further observations.

MINISTRY OF AGRICULTURE, FORESTRY AND FOOD SECURITY,
BOMBALI DISTRICT (2011)

Revenue Not Brought To Account

A comparison of the receipt books used in the collection of revenue by the Forestry Division,
and the bank statement revealed that the sum of Le9,590,000 was not brought to account. It
was recommended that the District Agricultural Officer should without delay recover and pay
the Le9,590,000 into the Forestry Account and forwarded evidence of payment to the ASSL
for verification within thirty (30) days of the receipt of the report. The District Agricultural
Officer was further advised to promptly pay into the Ministry’s account, all revenue generated
by the Forestry Division.

Official’s Response
The DAO’s reply was that the payment of 162,500,000 had been made into the Forestry Development
Account at the Sierra Leone Commercial Bank.

Auditor’s Comment
A Pay-in-Slip indicating that the sum of Le2,500,000 had been paid into the Sierra Leone
Commercial Bank was made available and verified. However Le7,090,000 is still outstanding,.

Seed Rice Loaned To Farmers Not Recovered

It was observed that, out of the total of 19,215 bushels of seed rice that was loaned to farmers
in 2011, only 16,782 bushels had been recovered; leaving an outstanding balance of 2,433
bushels. It was therefore recommended that the DAO should ensure that the outstanding
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8.13.1.

8.14.

8.15.

bushels of seed rice were recovered from the farmers within thirty (30) days of the receipt of
the report.

Official’s Response

The DAO in his response stated that the 3,866 bushels of seed rice loaned to farmers were an accumulation of
seed rice that had been in circulation to farmers over the years since 2007.He mentioned that since that time
(2007-2011), most of the farmers in question were no longer operating in those areas where they were originally
registered. As a result of that unfortunate situation be added, the Ministry had decided to list the names of
defanlters and those names had been faithfully submitted to both the City and District Councils and the
Ministry’s Head Offfice in Freetown.

Auditor’s Comment

There was no evidence to indicate the implementation of the audit recommendation.

MINISTRY OF AGRICULTURE, FORESTRY AND FOOD SECURITY,
BOMBALI DISTRICT (2012)

Revenue Not Brought To Account

A comparison of the receipt books used in the collection of revenue by the Forestry Division
and the bank statement revealed that the sum of Le8,827,000 was not brought to account. It
was recommended that the DAO should ensure that the Le8,827,000 was immediately
recovered and paid into the Forestry Account and evidence of payment forwarded to ASSL
for verification within thirty (30) days of the receipt of the report. In future, the DAO must
ensure that revenue generated by the Forestry Division was promptly paid into the Ministry’s
Account.

Official’s Response

The DAO stated that revenue of 1.68,827,000 collected was banked but pay-in- slips were not presented to
anditors as the Forestry Officer who was the custodian of those documents was bereaved and was away during
the andit exercise. He however said that they had been retrieved and ready for submission to ASSL.

Auditor’s Comment
The balance of L.e1,017,000 remained unaccounted for.

MINISTRY OF AGRIC, FORESTRY AND FOOD SECURITY, TONKOLILI
DISTRICT (2011)

Refer to the Table of Commuon issues (page 128) for observations.

MINISTRY OF AGRIC, FORESTRY AND FOOD SECURITY, TONKOLILI
DISTRICT (2012)
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8.16.1.

Accountable Documents In Respect Of Forestry Revenue Not Made Available For
Audit Inspection

Accounting documents such as receipt books, cash book, bank statements and pay in slips
that were used in the collection, recording and reporting of revenue generated from the
Forestry division, for the period under review, were not made available for audit inspection. It
was recommended that the DAO should ensure that the documents in question were
forwarded to ASSL within thirty (30) days of receipt of the report. In future, all accounting
documents in respect of revenue generated by the Forestry division should be retained for
audit and reference purposes.

Official’s Response
The DAO mentioned that the ont-gone officer failed to handover revenue generating documents to the in-coming
Jorestry officer for the period under review

Auditor’s Comment

The documents in question were not made available for verification.

Services Of Mechanical Engineers Not Utilised

The services of the mechanical engineers employed by the Ministry were not utilized. This was
evident by the fact that the maintenance of vehicles and bikes for the year under review was
contracted to a private contractor. It was recommended that the DAO in collaboration with
the Tonkolili District Council should ensure that the maintenance of the Ministry’s vehicles

and motor bikes was handled by the Ministry’s mechanical engineers.

Official’s Response
The DAQO stated that maintenance of vehicle and bikes was contracted to a Private Contractor based on advice
given to them by the Tonkolili District Council.

Auditor’s Comment

There was no evidence to indicate the extent of implementation of the recommendation.

Inadequate Control Over The Recovery Of Seed Rice Loaned To Farmers

A total of 1,040 bushels of seed rice that was issued to farmers on loan had still not been
recovered and redistributed to other beneficiaries. It was recommended that the DAO should
ensure that the outstanding bushels of seed rice were recovered from the farmers within thirty
(30) days of the receipt of the report; otherwise legal measures would be taken against the
defaulters.

Official’s Response

The DAQO said that a loan recovery ledger had been prepared to track seed rice distribution to FBOs and loan
recovery.

Auditor’s Comment

There was no evidence to indicate that the recoveries of seed rice were redistributed to other
beneficiaries.

MINISTRY OF MINES AND MINERAL RESOURCES HQ (2012)

Ineffectiveness Of The Cadastre System
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8.16.3.

Even though the Cadastral System had the capacity to print the licences, it was observed that
the licences were printed by the Director of Mines from a stand-alone computer. In addition,
a comparison between the NRA cash book and the Cadastra System revealed that revenue in
respect of licences totalling $4,758,033 and 1e1,214,509,152 could not be traced to the
cadastre system. Furthermore, Mining and Trading Licences valued at $581,148 and
Le 3,750,000 recorded in the Licence Register maintained by the Director of mines were not
traced to the Cadastre System. It was noted that the number of liscenses recorded in the
Licence Register maintained by the Director of Mines did not match with those in the
Cadastre System. It was therefore recommended that the PS should ensure that all licences
were printed from, and all payments for licences inputted into the Cadastre System. The
Director was strongly advised to ensure that the licences recorded in the register were
transferred to the Cadastre System to update the relevant information. The PS was also to
ensure that the system was upgraded to facilitate accurate reconciliation between the

Directot’s office and the cadastre system.

Official’s Response

The PS said that the transfer of the Ministry’s records to the National Minerals Agency was still being
implemented as a lot of data conld have been misplaced. He added that the System had lately been properly set
up and they were hoping that the results for the year, 2013 would be quite positive. The imputing of fignres into
the System was not properly centralized during the year, 2012 and it was hoped that reports for the year would
be quite positive, be further said. He also stated that the postings of the Ministry’s records into the Cadastre
System was still being perfected therefore some of those errors were still occurring but efforts were being made to
regularize the situation.

Auditor’s Comment
The issues are still outstanding.

Inadequate Control Over The Collection And Recording Of Revenue

Arrears of annual licence fees stood at $1,702,778 as at 31/12/2012. In addition, penalties
were not levied on companies for delays of payment as stipulated in Sections 152 and 173 of
the Mines and Mineral Act of 2009. Furthermore, revenue of $84,850 and Le 21,150,000
collected from the sale of Application Forms and Rehabilitation Fees were utilized without
written authority from the Ministry of Finance or Parliament. It was recommended that the
PS should ensure that the outstanding fees were recovered from those companies within thirty
(30) days from the date of receipt of the report. Similarly, fines must be levied on companies
on overdue payment. The PS was requested to provide evidence of authority in respect of the
utilisation; otherwise, the $84,850 and Le21,150,000 must be refunded within thirty (30) days
of the receipt of the report and evidence forwarded to the Audit Service for verification.

Official’s Response
The PS stated that a comprebensive and verified list of defanlting companies was still being prepared for
submiission to the Hon. Minister of Mines so that action conld be taken as early as possible to reclaim those

monies.

Auditor’s Comment

The issue is still outstanding.

Duplicate Copies Of Licences Not Submitted

Duplicate copies of trading licence certificates issued to individuals totalling $829,700 and
Le16,305,200 for the year 2012 were not submitted for audit inspection. It was recommended
that the PS should ensure that the duplicate licences were produced for inspection within
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thirty (30) days of the receipt of the report; otherwise, Section 18(1) of the Audit Service Act,
1998 would be invoked.

Official’s Response
The PS stated that those documents were available in the Cadastre System/ Office.

Auditor’s Comment
Documents were not produced to substantiate Management’s response. Therefore the issue
still stands

Utilisation Of Funds Without Prior Approval

Funds totalling $78,374 and Le687,986,950 derived from Application Forms and
Rehabilitation Fees were utitlized without any prior approval from MoFED. Furthermore, a
total of Le300,000,000 was invested in Treasury Bearer Bonds in the year 2012 from the
Diamond Area Community Development Fund Account without authorisation from
MOFED. It was recommended that the PS should provide evidence of authority in respect of
the utilization, otherwise the sum of $78,374 and Le687,986,950 should be refunded within
thirty (30) days of receipt of the report and evidence forwarded to the ASSL for verification.
The PS should also ensure the provision of evidence from the Accountant in relation to the
purchase of the Treasury Bearer Bonds.

Official’s Response

The PS' stated that the former director of Mines had been summoned to a meeting at the Ministry of Finance
when the restructuring of the channelling of Government Gold and Diamond Office (GGDO)Funds to the
Ministry of Finance, Ministry of Mines amongst others was in progress. He said that they were informed
verbally on what had transpired in that meeting and a meeting was later held by the Director of Mines and the
Permanent Secretary where in they were informed that the GGDO would be paying a certain percentage of their
Sfunds directly into the CRE whilst the remaining Funds would still be kept and maintained by the Ministry of
Mineral Resonrces. That had been the case since, he maintained. He further mentioned that there were
documents available for the years, 2010 to date (reclaimed from the S L Commercial Bank — Initial
investment date 17 December, 2010). That, he said had been the case for the past years and proceeds from
such an investment had been reflecting in the Account through the years. The former Permanent Secretary
(Retired) and the Director of Mines (Deceased) were not available to assist in providing documents ete. so as to
throw more light on the issue, he added. He however stated that more effort was being put into the matter in
order to ascertain and locate the letters of original instructions to the Banfk.

Auditor’s Comment

Documents were not produced to substantiate Management’s responses. The issue still stands.

Personal Files And Receipt Of NASSIT Payment Not Submitted For Audit Inspection
NASSIT deductions totalling Le 57,924,099 in 2012 were not paid to NASSIT. In addition,
Personal Files of Mines Monitoring Officers (MMO) were not maintained and there were no
written conditions of service to cover their employment which made it difficult for the
auditors to ascertain the procedures used to recruit them. It was recommended that the PS
should ensure that efforts were made soonest to pay over all outstanding social security

contributions to NASSIT and that personal files and conditions of service of MMO’s should
be provided for audit verification within thirty (30) days of the receipt of the report.

Official’s Response
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8.17.

8.17.1.

The PS stated that GGDO funds paid into the mines monitoring account for the payment of salaries to un-
verified mines monitoring officers were usually insufficient to meet payment of both the net salary payments due
and NASSIT. He said as at then, payments from the GGDO were paid directly to the National Minerals
Agency. He mentioned that the Agency was also expressing concerns over the lack of funds. He however said
that efforts wonld be made between the agency and the Ministry to settle those arrears when the agency settled
down financially in the very nmear future. ~ Corrective measure had been put into place and the Staff
Superintendent anthorized to open up Personal Files for each individual Mines Monitoring Offficer on the Pay-
Roll for September 2012, he concluded.

Auditor’s Comment

Documents were not produced to substantiate Management’s response. The issue still stands.

Refer to the Table of Common issues (Page 129) for further observations.

MINISTRY OF MINES AND MINERAL RESOURCES EASTERN REGION
(2012)

Lack Of Monitoring Of Miners And Mining Activities

The sum of Le34,500,000 was collected as Monitoring Fees. However there was no report
from the Mines wardens and Monitoring Officers to justify that the activities of miners were
monitored. It was recommended that the Mines Engineer should provide all the reports for
the period under review and ensure that regular monitoring exercises were conducted and
reports submitted by Mines Wardens and Monitoring Officers on a regular basis.

Official’s Response

These were the words of the Mines Engineer in response to the finding:

“For the period under review, mines monitoring was very effectively done and my team received special
commendation from the late Director of Mines for revenue generation despite the numerous logistical problems
that faced my office. Although there was no functional vehicle, and almost all the bikes were broken down, there
was exemplary team work between the TECHNICAL TEAM (myself and 31 Mines Wardens, Senior
Mines Wardens and Area Superintendents) and the MINES MONITORING TEAM (86 Senior Mines
Monitoring Offficers, Assistant Senior Mines Monitoring Officers and Mines Monitoring Officers) which kept
all Mining activities largely under control, otherwise the Mining atmosphere wonld have been chaotic and illicit

Mining activities wonld have been rampant.

Also, too many complaints from landowners and Miners and Diamond/ Gold Dealers would have been made
to the Director of Mines, Permanent Secretary and the Minister or, Deputy Minister of Mines and Mineral
Resources.

1t is true that not all the Mines Monitoring Officers wrote monthly reports but it was very mandatory for all
those attached to sensitive Mining entities such as TONGUMA PROJECT (now OCTEA MINING
COMPANY), SIERRA DLAMONDS (SL) LTD. ete., to send monthly reports to me and to the
Director of Mines for the attention of the Minister.

Also, at the end of every month, a considerable number of MINES MONITORING OFFICERS would
converge at Kenema City to do a thorongh check of all Diamond Dealers/ Dealer Agents, Gold Dealers,
Diamond Exporters/ Diamond Exporter Agents and Gold Exporters| Exporter Agents. At the end of the
excercise, which lasted for two or three days, they would prepare their reports in triplicate — one for their own
use, one for the Government Mining Engineer and one for the Director of Mines. Other important Mining
towns like.
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8.17.2.

Tongo Fields, Boajibn, Mano Junction, Sandarn, etc. were also heavily monitored throughout the day in order
to minimize illicit Mining and buying transactions and also to curtail smuggling of precious minerals into
neighbonring countries.
Also, a special team of highly experienced Mines Monitoring Officers were attached to the PRECIOUS
MINERALS INTELLIGENCE & INVESTIGATIONS UNIT (P.M.L1.U.) of the Sierra 1 eone
Police, whose main duty is to investigate all Mining/ illicit buying activities with a view to

= discourage illicit mining/ buying activities;

= prosecute all defanlters in court if there is enough evidence to do so; and

= yaise revenne for Government by means of conrt fines.

Although their activities were purely controlled by the Assistant Inspector - General of Police (Eastern Region)
$0 that the outcomes of cases were not unduly prejudiced, my Mines Monitors did give me verbal as well as
periodic written reports. Also, the PM.ILU. also sometimes consulted me on some technical issues when
necessary.
In a nutshell, 1 think the Mines Monitoring Team did work in synergy with the
Technical Team to put mining-related activities under control even in the face of the numerons logistical
constraints.
1 promise that when sufficient funds are available, I will mafke it mandatory for all Mines Monitors and Mines
Wardens and Area Superintendents to send their reports on monthly basis.
The sum of Le 33,300,000 was generated as MINES MONITORING FEES for the whole of 2012 (24
Gold Mining Licences and 321 Diamond Mining Licences).
Although the name implies that the money should be used for Mines Monitoring purposes only, this money is
used by Regional Mines Offices for the day-to-day running of the offices by
*  paying salaries/ allowances of wunverified/ casnal Administrative Staff, watchmen, cleaners and
messengers;
= fuel and maintenance of the standby generator and vebicles/ bikes;
= purchase of ink/ cartridges for computers and accessories as well as minor maintenance of these machines;
= purchase of stationery and sundries;

= minor maintenance of office buildings; ete.

I was not able to lay hands on the Mines Monitoring Reports becanse Mines Office, Kenema is presently being
supervised by the Government Mining Engineer, Bo, who was not available during the preparation of this
report. He has the feys to the G.M.E.'s Office.”

Auditor’s Comment

Our recommendations were not implemented. Reports from Mines Wardens and Monitoring
Officers to justify that the activities of miners were monitored were not produced during
verification.

Decline In Revenue Collection

Total Revenue generated by the Ministry (including income and non-tax revenue) fell by 28%
from Le314,010,000 in 2011 to Le226,370,000 in 2012. It was recommended that the Mines
Engineer should ensure that a revenue mobilization drive was carried out, as well as the
monitoring and supervision of miners. It was also recommended that revenue collection
should be enhanced and all revenue generated, brought to account.

Official’s Response
The Mines Engineer stated that there were many reasons for the decline in mining revenne with particnlar
reference to the issuance of Artisanal Mining Licences, as itemized below:
= There were no vebicles and road worthy bikes to undertake a robust revenue mobilization drive, especially
in remote Communities. That situation was a recipe for enconraging illicit mining activities in those areas
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where supervision was bound to be weak. The benefit from revenue earnings in the form of Diamond
Area Community Development Fund had motivated some Chiefdom Administrations to belp curtail
illicit mining activities by the formation of Chiefdom Mining Committees, Section Mining Committees
and Viillage | Town Mining Committees in order to assist mines personnel on the ground to curtail
illicit mining and buying activities.

= The number of Mines Monitors and Mines Wardens was quite inadequate to reduce illicit Mining
activities in both Kenema and Kailahun Districts, especially when there were no vehicles and functional
bikes. Thanks for the establishment of Kailabun District as a separate mining area, with its own
resident Area Superintendent. With adequate logistics, more licences wonld be issued for 201 3.

= The known productive mining areas have been exhausted ( It was done with impunity during the past
civil war because there was no strong central authority to maintain law and order in mining areas ) and
many potential miners were unwilling to venture out into areas whose grades ( i.e. carats per metric ton of
gravel ) were yet to be roughly assessed.

= Harsh global economic trends especially in 2012, were a disincentive for many local as well as foreign
investors to support many mining programmes, especially when the price of raw diamond fell woefully in
the world market for diamonds below two (2) carats , which range constitutes the average range of gem
diamonds found in Kenema and Kailahun Districts.

= Rumonr bad it that the mining laws of Liberia were more Artisanal miner — friendly than those of
Sierra Leone , and that Liberia bad more productive virgin lands . There was therefore a steady drift of
able - bodied miners into Liberia , thus creating shortage of labour and mafking mining more expensive
in Sierra Leone .

. There was persistent shortage of fuel in Kenema District and, of conrse, Kailahun District in 2012,

thus demotivating potential miners to undertake any meaningful mining ventures under such conditions .

Auditor’s Comment

Our recommendations were not implemented.

8.17.3. Lack Of Mining Database/Cadastre of miners
A comprehensive database/cadastre of miners and mining licenses applied for and issued
during the period under review was not maintained. It was recommended that the Mines
Engineer, Kenema should ensure that a comprehensive database/cadastre of miners and

mining licenses applied for and issued were maintained in accordance with Section 39 and
41(2) of the MMA, 2009.

Official’s Response

The Mines Engineer stated in bis response that when the Cadastre System was introduced at the end of 2070
, it was excpected to be fully operational with effect from Jannary 2011. Unfortunately the system failed to work
in the Kenema Olffice. He said that the actual fanlt conld not be successfully diagnosed and so it could not be
easily remedied despite several attempts by the Senior Cadastre Clerk at Mines Office, Bo and experts from
Geological Surveys, Freetown. He added that they suspected system error or manufacturing error and that since
Mines Office, Kenema produced more Licences nowadays than even Kono Mines Office, and was therefore, the
major revenne earner for the Mines & Mineral Resources Ministry, the only sensible way to keep the revenne
collection uninterrupted was to enter the data manually , which be personally did ( in order to avoid entry
errors) whilst waiting for the Cadastre System to be fixed properly . He further said that that was the only
sensible thing to do under the circumstances but fortunately, the fault had been rectified and the Cadastre
Clerks had told him that the Cadastre System was now fully operational.

Auditor’s Comment

Evidence to confirm that database/cadastre system is now fully operational was not provided

during the verification.
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8.17.4.

8.17.5.

Ineffective Personnel Management

There was no evidence in the form of training report or certificates to prove that in- service
training programmes were conducted for Mines Monitoring Officers. The auditors noted that
staff personal files were not maintained for all staff. It was recommended that the Mines
Engineer, Kenema should ensure that staff personal files were maintained and training
programs organized for wardens and Monitoring Officers.

Official’s Response

The Mines Engineer confirmed that no in-service training programme was organized for Mines Monitoring
Officers and that staff personal files were not maintained for all staff. The new concept of periodic staff
appraisal was introduced only in 2013, based on a workshop conducted. He explained that, that appraisal
system wonld necessitate the maintenance of all personal files for all staff members and that it had already been
started by the Chief Clerk.

With respect to the training of Mines Monitoring Officers, He was convinced that the National Minerals
Agency, after its recruitment of Mines Monitoring Officers to suit its purpose, would organize an effective
training programme for the lucky ones who would be selected, and hoped that that recruitment process wonld
soon be done.

Auditor’s Comment

Our recommendations were not implemented.

General Observation

A discussion with the Mines Engineer and general observation of the Ministry’s operations
revealed that the Ministry lacked basic logistics to aid daily operations. In addition, there was
inadequate means of mobility and only four (4) GPS machines were available for thirty two
(32) technical staff in various locations in Kenema and Kailahun Districts. It was
recommended that the Ministry of Mines and Mineral Resources should ensure that the
institution was well equipped to perform its functions, and transportation must be provided to
facilitate smooth operational activities.

Official’s Response

The Mines Engineer stated that for almost the whole of 2012 there was no_functional vebicle for the use of the
Government Mining Engineer and other personnel; not even a reliable motorbike and therefore, no robust
revenue drive conld be organized by a combined team of Mines Wardens and Mines Monitoring Officers for
conducting raids on illicit miners. The SLP had to come in to belp in some instance and that was in fact one of
the main reasons for the sharp fall in revenue earnings from Artisanal Mining Licences and Diamond and
Gold Dealers Licences. The insufficiency of GPS (GLOBAL POSITIONING SYSTEM) machines was
another major set — back because the Cadastre System made it absolutely mandatory for the GPS' coordinates
of all four (4) vertices of all Artisanal Mining plots to be taken before issuance of the licence certificates, be
added. He noted that the use of only 4 (four) GPS machines by 32 technical staff was completely unrealistic
and problematic, thus drastically reducing the rate of issuance (and bence the number) of licences issued. He
said that several appeals were made to the RDF (REVENUE DEIVVELLOPMENT FOUNDATION)
specialists for the supply of more G.P.S. machines but to no avail.

He clearly mentioned that where Applicants for mining licences were unduly delayed for the issuance of licences,
there was the tendency for the desperate ones to indulge in illicit mining while some frustrated law — abiding
ones may simply desist from mining altogether.

He said that be took all of the andit queries in good faith and promised to do much better. He had never been
Jfortunate to pass through any induction course or to be provided with the financial regulations pertaining to ny
office becanse he entered the service on contract, be further mentioned and stressed that he wonld mafke sure that
he got all those requirements and study them properly in order to avoid mistakes.
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8.18.

8.19.1.

8.19.2.

8.19.3.

8.19.

8.19.1.

Auditor’s Comment
Our recommendations were not implemented.
Refer to the Table of Common issues (Page 128) for further observations.

MINISTRY OF MINES AND MINERAL RESOURCES, NORTHERN REGION
(2012)

Revenue Not Brought To Account

A comparison of the Revenue Records (Revenue Register and Receipt Books) maintained by
the Ministry and the Bank Statements revealed a difference of Le6,500,000 which was not
brought to account. It was recommended that the Mines Engineer paid the said sum of
Le6,500,000 into the CRF and forwarded evidence of payment to ASSL for verification within
thirty (30) days of the receipt of the report. In future, the Mines Engineer should promptly
pay into the CRF all revenue generated by the Ministry.

Unclaimed Salaries Not Paid Into The Consolidated Revenue Fund (CRF)

There was no evidence to indicate that unclaimed salaries totalling Le2,610,360 were paid back
into the CRF. Those unclaimed salaries were for the month of January 2012. It was
recommended that the Mines Engineer should ensure that the total unclaimed amount was
paid back into the CRF within thirty (30) days of the receipt of the report and evidence of
payment forwarded to ASSL for verification. Subsequently, all unclaimed salaries should be
promptly paid back into the CRF and the evidence of payment retained for audit and
reference purposes.

Fuel Chits Not Made Available For Inspection

Fuel chits were not made available to explain how fuel amounting to Le3,512,000, was
consumed by the Ministry during the period under review. It was recommended that the
Mines Engineer forwarded chits in respect of the fuel consumed to ASSL for verification
within thirty (30) days of the receipt of the report; otherwise the whole amount should be
refunded. In future, the use of fuel chits should be instituted and those chits should be
retained for audit and reference purposes.

Refer to the Table of Common issues (Page 129) for further observations.

MINISTRY OF DEFENCE (MOD) HQ (2012)

Payment To Staff Who Had Attained The Statutory Retirement Age

A review of the personnel files and records of staff revealed that salaries totalling
Le11,167,933 were paid to eight (8) members of staff in the Ministry who were over sixty
years or had attained the statutory retirement age. In addition, there was no evidence of
extension letters given to staff who had attained the statutory retirement age.

Staff Attendance Registers for civil staff were not maintained at the following locations:

=  Armed Force Personnel Centre (AFPC)

= Joint Logistics Unit (JLU)

®= Army Engineer

=  Camp Murray town

=  Cockerill station

= 3 Brigade
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The audit team was also unable to physically verify one hundred and thirteen (113) civil
personnel at the different locations within the Ministry, based in Freetown. The total amount
of Le615, 025,308 was paid as salaries to the personnel in question. It was recommended that
the Director General should inform the Human Resource Management Office (HRMO) for
appropriate action; otherwise, the names of the unverified personnel should be deleted. In
addition, the Human Resource Manager MOD, should expedite action to establish attendance
registers at the different locations in the Western Area and have them properly supervised.
Furthermore, the one hundred and thirteen (113) personnel in question were to present
themselves for physical verification within thirty (30) days of the receipt of the report;
otherwise, their names should be deleted from the Ministry’s payroll.

Official’s Response

The HRM in bis response stated that a comprebensive list had been forwarded to the Human Resonrce
Management Office by the Ministry in respect of all civilian staff, including those names queried by the
anditors, for immediate issuance of retirement letters and removal of their names from the payroll. He added
that copy of the letter with an attached list was available for andit inspection. He also mentioned that staff
attendance registers were now maintained in the various locations identified by the anditors and that those were
available for andit inspection. He further stated that the total of 113 civil personnel had been verified by the
Deputy Secretary of Finance and Admin and the Human Resource Officer. The verification list he said, was
available for audit inspection.

Auditor’s Comment

®  The correspondence sent to HRMO for the deletion of the names of the personnel in
question was submitted to the auditors during the verification exercise. However, the list
submitted to HRMO did not include the names of three (3) personnel.

= Staff Attendance Registers for civil staff at the different locations were not produced for
audit verification.
Out of the one hundred and thirteen (113) civil personnel not physically verified, the
verification team was also unable to physically verify a total number of thirty eight (38)
civil personnel.

8.19.2. Difference Between Rice For Operation And Training Received And Distributed
A difference of one thousand, four hundred and sixty four (1464) bags of rice amounting to
Le236, 093,790 was obsetved between the quantity received and issued/distributed to the
RSLAF in respect of operation and training. In addition, no evidence was seen regarding the
utilisation of the difference. It was recommended that the Commanding Officer, Joint Logistic
Unit (JLU) should forward documentary evidence in support of the different to the ASSL for
verification within thirty (30) days of the receipt of the report; otherwise, the whole amount
must be refunded.
Official’s Response
The Commanding Officer, Joint Logistics Unit stated that the documents in support of rice distribution to the
RSLAF for operation and training were available for andit inspection

Auditor’s Comment

The issue remains the same.

Refer to the Table of Common issues (Page 129) for further observations.
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8.20.

8.20.1.

8.21.

8.21.1.

8.21.2.

8.21.3.

MINISTRY OF DEFENCE-SOUTH ( 2012)

Non-Retirement Of Allocations From MOD Headquarter

The total sum of 1.e72,656,000, in respect of monthly/quattetly allocations made by the MOD
through the Joint Forces Commander (JFC) were without adequate retirement details. It was
recommended that the Brigade Commander should ensure that all allocations made to the 5%
Brigade were propetly retired and accounted for in accordance with the above regulation. He
should also ensure that retitement details for the sum of Le72,656,000 were submitted to
ASSL for verification within thirty (30) days of the receipt of the report; otherwise the amount
involved should be refunded and paid back into the CRF.

Auditor’s Comment

No response was submitted by the institution.

Refer to the Table of Common issues (Page 129) for further observations.

MINISTRY OF DEFENCE NORTH (2012)

Records Of Fuel Consumption Not Made Available For Audit Inspection

There were no records such as request forms, fuel chits and register to explain the
consumption of 26,276 litres of fuel by the various units of the 4th Infantry Brigade. It was
recommended that the Brigade Commander should within thirty (30) days of the receipt of
the report forward the records in support of the 26,276 litres of fuel, to ASSL for verification;
otherwise, the whole amount must be refunded. In future the Management of the 4th Infantry
Brigade should institute the use of request forms, fuel chits and register, all of which must be
retained for audit and reference purposes.

Deductions From The Salaries Of Junior Staff Without Authority

Deductions were made from the salaties of junior members of staff/cleaners without any
form of authority from the management of the military. This practice started in July 2011 and
continued till July 2012. The total deductions from the salaries of those junior staff members
amounted to Le6,108,000. It was recommended that the Brigade Commander in collaboration
with the Payroll Division of the Ministry of Defence ensured that deductions made from the
salaries of junior staff members from July 2011 to July 2012 were refunded to the actual
beneficiaries, within thirty (30) days of the receipt of the report; otherwise, the Act would be
considered a financial misconduct and the relevant authorities would be appropriately
informed. In future, salaries paid to junior staff members should be in accordance with the
terms and conditions of service of the Ministry of Defence.

Rice Distribution List Not Made Available For Inspection

Three hundred and twenty four (324) bags of rice were distributed by the Brigade
Headquarters to military personnel for the months of February and June 2012. However, the
distribution list to indicate the military personnel who benefited from the rice was not made
available for inspection. It was recommended that the Brigade Commander forwarded the rice
distribution list to ASSL for verification within thirty (30) days of the receipt of the report. In
future, records showing the distribution of rice and other consumables must be retained for
audit and references purposes.
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8.22.

8.22.1.

8.22.2.

8.23.

8.23.1.

Auditor’s Comment
No response was submitted by the institution.

Refer to the Table of Common issues (Page 129) for further observations.

MINISTRY OF HEALTH & SANITATION HQ(2012)

Distribution Of Phone Cards Without Recipient’s Signatures

Phone cards amounting to Le 18,000,000 were distributed, for which recipients’ signatures
were not provided. It was recommended that the PS should submit evidence of distribution in
the form of recipients’ signatures, within thirty days of the receipt of the report; otherwise the
amount in question must be refunded into the CRF and evidence forwarded to the ASSL.

Official’s Response
The PS stated that the respective documents were available then for inspection.

Auditor’s Comment
Supporting documents for Le16,000,000 were not submitted for verification.

Salaries Paid To Staff That Have Attained The Retirement Age

The sum of Le 65,863,424 was paid to staff who had attained the retirement age. It was
recommended that the PS must ensure that a mechanism was put in place to stop the payment
in question and retrieve the amount already paid from such staff or be deducted from any
benefit/pension due them; otherwise the entire amount should be refunded into the CRF and
evidence forwarded to ASSL within thirty (30) days of the receipt of that report.

Official’s Response

The PS stated that information on retired officers was received late and in some cases extensions of services were
approved subsequently by relevant authorities. He mentioned that the salaries section of the MOHS had
confirmed that deletion of four staff had been done and the others would be deleted in November; due to late
receipt of notification. On the aspect of refunds, he said that modalities were in place to ascertain affected staff.

Auditor’s Comment
Evidence of the said deletion and modalities to retrieve the amount already paid was not
presented for verification.

Refer to the Table of Commuon issues (Page 128) for further observations.

CONNAUGHT HOSPITAL (2012)

Receipt Books not submitted By Revenue Collectors

Twenty-four (24) receipt books issued to revenue collectors were not returned. Their value
was estimated at Le45,500,000. It was recommended that the Finance Officer should ensure
that all receipts books given to collectors were returned. It was also recommended that the
receipt books must be made available for verification within thirty (30) days of the receipt of
the report, or the amount of L.e45,500,000 refunded into the hospital’s account.
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8.23.2.

8.23.3.

8.23.4.

Official’s Response
The HM said that the twenty four (24) receipt books in question had been retrieved from the ount gone Finance
Officer and were available then for verification.

Auditor’s Comment
Out of the twenty-four receipt books only one(l) was verified leaving a balance of twenty-
three (23) valued at Le45,250,000.

Cash Book Not Properly Maintained

Some entries in the cashbooks were made in pencil. It was recommended that the Finance
Office should explain why entries in the cash book were not done in ink, within thirty (30)
days of the receipt of the report.

Official’s Response
The HM said that the entries in the hospitals cash book in pencil were done by the Revenue Collector when he
was out of the country on official matters. He said that e had ensured that those mistakes were regularised and

available for verification.

Auditor’s Comment
The irregularity has not been amended.

Revenue And Proceeds Allegedly Paid To Bank And The CRF

For revenue amounting to Le621,357,876 bank statements were not presented to confirm that
the said amount was banked. The auditors wete also not able to confirm that 1.e32,500,000
representing 5% of the revenue generated was paid into the CRF as bank paying-in slips were
not presented for inspection. It was recommended that the Finance Officer ensured that all
revenue generated were paid into the bank accounts of the hospital. In addition, evidence
relating to the payment or usage of the Le621,357,876 must be made available for verification
within thirty (30) days of the receipt of the report, or, the said amount be refunded by the
Finance Officer. Furthermore, evidence of payment of the Le32,500,000 must also be made
available for verification within thirty (30) days of the receipt of the report, or the amount paid
into the CRF by the Finance Officer.

Official’s Response

The HM said that the said amonnt was indeed deposited in the hospital’s account under his supervision. The
revenue collectors he noted, were denied requesting for the bank statements becanse they were not signatories to
the account. He said that be bad formally requested for the bank statements and they were available for
verification. According to the HM since he assumed office be had ensured that 5% of whatever was collected as
revenue was transmitted to the CRE. The paying slips in respect of the said amount he noted were available for
verification.

Auditor’s Comment:

Out of the Le621,357,876 unaccounted for, bank statements were submitted to confirm the
payment of only Lel93, 673,438 leaving a balance of Le427,684,438 for which bank
statements were not submitted to confirm payment made to the bank. Bank paying-in-slip to
confirm the payment of Le32,500,000 to account no: 1100856 held at Bank of Sierra Leone
was submitted and verified. However no bank statements were produced to confirm

payments made to the bank.

Documents Not Presented For Audit Inspection

The following documents were not produced to the audit team for inspection: bank
statements for accounts numbered; 007-0014802244401 Eco Bank, 01-3001-11-0200008364
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8.23.5.

8.23.6.

8.23.7.

SLCB and complete set of the other accounts: bank reconciliation statements, cheque stubs,
records on the operation of the ambulances, minutes of management meetings, minutes of
drugs and therapeutic committee meetings. It was therefore recommended that the said
documents should be made available for inspection or verification within thirty days of the
receipt of the report, by the Hospital Care Manager. The Secretary, Drugs and Therapeutic
Committee was also to make available minutes of meetings for verification, within thirty days
of the receipt of the report.

Official’s Response

The HM said that bank statements and monthly reconciliations of the said accounts were available but were
locked up in bis cabinet when he was away. The said documents were available for verification. Also, he said
that efforts bad been made by the Hospital Management to get the minutes of all management meetings held
and they were available for inspection.

Auditor’s Comment

Out of the two bank accounts, bank statements were only submitted for one account i.e.
Ecobank Account No. 007-0014802244401. Evidence of monthly bank reconciliations for all
the bank accounts maintained by the Hospital were not submitted to the audit team for

verification.

Drugs Procured For The Hospital and Not Put Into Use

Regular drugs amounting to Le7,897,500 and Free Health Care Drugs valued at $13,701 were
procured and not consumed. Upon inspection, the auditors noted that those drugs had also
been expired but had not been disposed of. It was therefore recommended that the
pharmacist should provide plausible explanation, within thirty (30) days of the receipt of the
report, why the drugs were kept until they expired and why they had not been disposed off.

Official’s Response
The HM stated that the pharmacist had his own method of disposing excpired drugs and that he had been

contacted on this issue.

Auditor’s Comment
The issue remains the same.

Reagents And Other Working Instruments Not Supplied To The Laboratory And
Dental Units

Reagents and instruments needed for the running of the laboratory and the dental units were
not supplied to the units. It was recommended that reagents and consumables should be made
available to those units for the effective execution of their work and that the Hospital Care
Manager must provide documentary evidence on why reagents and consumables were not
provided to those units. It was also recommended that the processing tank in the X-ray unit
should be replaced within thirty days of the receipt of the report.

Official’s Response
The HM said that the said contract was awarded by the Hospital Management.
Auditor’s Comment

The issue remains the same.

Contracts Awarded Not Completed
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Contracts which were awarded for the rehabilitation of the Dialysis Unit amounting to
Le250,691,043 and the rehabilitation of the Connaught Hospital amounting to
Le1,231,694,200 were not satisfactorily executed. There was a leaking roof in the Dialysis
Ward, damaged toilets, and fans not in working order in the Hospital, while a work
completion certification had been issued to the contractor. However, interviews with some
personnel revealed that the consultant in post had taken up the rehabilitation of the unit, from
her own personal funds. A generator was procured for the Hospital but has still not been
installed. It was recommended that the Procurement Officer, Ministry of Health, should
submit a written explanation within thirty (30) days of the receipt of the report as to why
those contracts were not satisfactorily carried out or refund the amount of L.e250,691,043, and
Le1,231,694,200 for the tehabilitation of the Dialysis Unit and Connaught Hospital
respectively. It was recommended that the Facilities Officer should provide an explanation as
to why the generator had still not been installed.

Auditor’s Comment

No response was proffered by the Hospital Management. The issue remains the same.

8.23.8. Unverified Staff Members, And Incomplete Attendance Register
Eighty-two (82) staff members did not show up for verification. Pages were removed from
the attendance register and dates were not in order. Salaries paid to those staff amounted to
Le834,421,980. It was recommended that the matron should provide an explanation as to why
pages were removed from the Attendance Register. Those staff members should also make
themselves available for verification within thirty (30) days of the receipt of the report;
otherwise, their names would be recommended for deletion from the payroll.

Official’s Response
The HM said that the matter had been forwarded for the attention of the Matron

Auditor’s Comment
The issue remains the same, as the staff in question were not presented for physical
verification.

8.23.9. Poor Environmental And Sanitary Facility In The Hospital

The environment of the hospital had the constant smell of urinary waste and was infested
with rats and cockroaches. In addition, the toilet facilities in the wards were not good and
most of the fans in the wards were not working whilst the sum of Le332,000,000 had been
paid to a contractor (AFWEN) for the cleaning of the wards. The auditors observed that the
monitoring of the cleaning was difficult as the terms and conditions of the contract agreement
were not known by the end users. It was recommended that the Hospital Care Manager
should address those anomalies within thirty days of the receipt of the report and the Facilities
Officer must submit the contract agreement for the cleaning of the hospital within thirty (30)
days of the receipt of the report.

Official’s Response
The HM said that the andit recommendations on the matter had been noted and the personnel concerned had
been in complete.

Auditor’s Comment
The issue remains the same.

Refer to the Table of Commuon issues (Page 129) for further observations.
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8.24.

8.24.1.

8.24.2.

8.24.3.

OLA DURING CHILDREN’S HOSPITAL (2012)

Diet Short-Supplied

A difference of Le 125,706,650 was observed between the schedule of requirement and the
Diet Receipt Ledger for the period under review. It was recommended that the Medical
Superintendent should ensure that the amount of Le125,706, 650 must be recovered from the
supplier within thirty (30) days of the receipt of the report and evidence of recovery
forwarded to the ASSL for audit verification.

Official’s Response
The MS stated that the items short supplied had been delivered and evidence of that was ready for verification.

Auditor’s Comment
A balance of Le 8,944,000 worth of items was not delivered.

No Strict Internal Medical Waste Control System

Even though several recommendations had been made in the past for the Hospital
Management to institute written guidelines regarding the management of medical waste, no
such action was taken. It was also noted with dismay that in some instances medical waste
(Including sharp object and used needles) were not separated from the general waste that was
eventually transported to a general dumping site. Furthermore, there was a garbage dumping
spot closer to the Hospital premises designated for the transfer of rubbish, even though, the
Hospital through the Freetown City Council, was paying the Freetown Waste Management
Company, a total amount of Le 3,000,000 per month for the clearing and transfer of rubbish
to the general dumping site. In order to prevent the spread of communicable diseases and to
mitigate the risk associated with medical waste, it was recommended that the Hospital
Management should make every effort to develop an internal Medical Waste Management
Policy. Such a policy would address issues relating to the identification of the various forms of
waste, the storage, transporting and the risks associated with medical waste which would will
have the benefit of ensuring that all the concerned parties were aware of the cause of action to

take when dealing with waste.

Official’s Response

The MS said that modalities had been put in place and would be ready for the next andit for 2013 financial
year.

Auditor’s Comment

The issue still remains the same.

Review of the Free Health Care System

The following were observed:

®  Due to the presence of the Free Health Care Programme, the wards were congested,;

®  There were instances where more than two patients of diverse diseases were clustered on
a single bed;

= There was a serious shortage of medical doctors at the Hospital;

®  There were only three doctors attending to an overwhelming number of patients;

= Interviews with key personnel revealed that doctors were usually not on duty at night; and

=  Several patients of diverse ailments were using one oxygen cylinder at the same time.

It was therefore recommended that the responsible officers at the Ministry of Health and

Sanitation should ensure that the other health centres were equipped to handle referred cases
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8.25.

8.25.1.

8.25.2.

8.25.3.

in order to avoid the clustering of patients. In addition, the Ministry of Health and Sanitation
were urged to put mechanisms in place to address the chronic shortage of doctors at the
Hospital. Furthermore, it further recommended that the relevant authorities should put
mechanisms in place for the procurement of more oxygen cylinders, so as to ameliorate the

situation.

Auditor’s Comment

There was no response to the query; therefore the issue is outstanding.

PRINCESS CHRISTIAN MATERNITY HOSPITAL (2012)

Poor Condition Of The Store

The store was pootly ventilated and shelves were not adequate as some drugs were scattered
on the floor, and no fire extinguisher was at the store. It was recommended that the Medical
Superintendent should remedy the situation as quickly as possible.

Official’s Response

The MS stated that Management was working hard to ensure that the above anomalies and other deficiencies
in the operation of the store were rectified. He mentioned that the pharmacist who supervised the store had the
mandate to deal with those issues, most of which had been addressed.

Auditor’s Comment

Though a lot of effort had been made to improve the storage condition by fitting air
conditioners in the stotre, the auditors however realized that there were insufficient shelves,
pallets and even the store space was too small for the quantum of drugs delivered to the
Hospital.

Congested Labour Ward
The Labour Ward was congested and untidy as there were more patients than beds. It was

recommended that the Medical Superintendent must expedite action to remedy the situation.

Official’s Response

The MS said that the labour ward had four beds which were definitely insufficient for the large number of
patient visiting the hospital. Therefore the hospital accepted short stay admissions.

Auditor’s Comment

The issue still remains the same.

Poor Waste Management
Medical waste was not properly managed in the Hospital as a lot of wastage was observed
around the compound. In order to mitigate the risk associated with medical waste, it was
recommended that the Hospital Management should make every effort to develop an internal
medical waste management policy. Such a policy should include how waste must be stored
transported and disposed of.

Official’s Response

The MS stated that the hospital was generally small for the number of patients who visited it; because of
tremendous influx of patients. He further said that, it was extremely difficult to get people to place waste in the
bin.

Auditor’s Comment
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8.26.

8.27.

8.27.1.

8.27.2.

The issue still remains the same.

PRIMARY HEALTH CARE TONKOLILI DISTRICT (2011)
Refer to the Table of Commuon issues (Page 129) for further observations.

PRIMARY HEALTH CARE TONKOLILI DISTRICT (2012)

Fuel Allocation Not Brought To Account

A compatison of the fuel allocations received from the Tonkolili District Council and the
amount of fuel consumed by the PHC Tonkolili District revealed a difference of Le18,508,000
that was not brought to account. It was therefore recommended that the DMO should within
thirty (30) days of the receipt of that report provide an account of the Le18,508,000 to the
ASSL; otherwise, the whole amount must be refunded. In future, all allocations made to the
PHC Tonkolili District in respect of fuel should be propetly accounted for.

Official’s Response

The DMO stated the issue was as a result of the late disbursement of the first and second quarterly allocation
of funds in 2012 and because of that, the sector took fuel on loan to carry out health activities. He said that
the amount might have been for the fuel the sector used before the allocation. He however promised that the
Primary Health Care wonld ensure that records in respect of fuel were properly maintained in the future.

Auditor’s Comment

An account was not given on how fuel amounting to Lel18,508,000 was consumed by the

PHC.

Revenue From The Sale Of Cost Recovery Drugs Not Brought To Account

A comparison of the Supply Vouchers of cost recovery drugs and the Bank Statements
revealed that the sum of Le89,365,048, in respect of the sale of cost recovery drugs by the
PHUs, was not brought to account. It was therefore recommended that the DMO should give
a full account of the outstanding balance in respect of the cost recovery drugs sold, to the
ASSL within thirty (30) days of the receipt of the report; otherwise, the sum of Le89,365,048
must be immediately refunded. In future, the DMO should ensure prompt payment of
revenue generated from the sale of cost recovery drugs into an authorized bank account of the
Ministry of Health and Sanitation.

Official’s Response

The DMO stated that npon the audit finding, the District Health Medical Team of the Primary Health Care
conveyed a meeting and came up with a decision that all the defanlted PHUs should be called to a meeting in
November 2013 to inform them that defaulted PHUs wonld not get access to their PBE funds until their debts
were honored, failing to do so, the DMO would write to the Ministry of Finance through the Permanent
Secretary, Ministry of Health for the said amonnts to be deducted from the salaries of the defanlters. The
DHMT came to realize that some PHUSs paid without taking their pay-in-skips to either the Finance Officer
or the District Pharmacist.

He mentioned that those issues wonld be discussed in the meeting.

Auditor’s Comment
The recommendation was not implemented.

Refer to the Table of Commuon issues (Page 129) for further observations.
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8.28.

8.28.1.

8.29.

8.29.1.

8.29.2.

PRIMARY HEALTH CARE BOMBALI DISTRICT (2011)

Fuel Allocation Not Brought To Account

A comparison of the fuel allocations received from the Local Councils and the amount of fuel
consumed by the PHC Bombali District revealed a difference of Le20,014,000 that was not
brought to account. It was recommended that the DMO should within thirty (30) days of the
receipt of the report provide an account of the Le20,014,000 to the Audit Office; otherwise,
the whole amount must be refunded and in future, all allocations made to the PHC Bombali
District in respect of fuel should be propetly accounted for.

Official’s Response
The DMO stated that the fuel allocations to the PHC from the Local Councils were paid directly to the filling
station and all records for the use of fuel were available with the Transport Officer and Finance Officer.

Auditor’s Comment

The issue is outstanding,

Refer to the Table of Common issues (Page 128) for further observations.

PRIMARY HEALTH CARE BOMBALI DISTRICT (2012)

Records Of Outstanding Cost Recovery Drugs Not Made Available

A comparison of the value of cost recovery drugs supplied to the Primary Health Units for
sale and the bank statements revealed that the sum of Le48,553,900 was still outstanding. The
auditors also noted that the returns from those PHUs, in respect of the outstanding balances,
were not made available for audit inspection. It was recommended that the District Medical
Officer (DMO) should give a full account of the outstanding balances in respect of the cost
recovery drugs, to ASSL within thirty (30) days of the receipt of the report; otherwise, the sum
of Le48,553,900 must be immediately refunded. In future, the DMO should ensure that the
revenue generated from the sale of cost recovery drugs must be promptly banked. The PHC
Bombali District should also be furnished with returns in respect of outstanding balances on a

regular basis and those returns must be retained for audit and reference purposes.

Official’s Response

The DMO stated that it was a stated policy that revenne in respect of Cost Recovery Drugs must be paid into
the Cost Recovery Account as soon as sales were done, but most In-Charges were now doing their payments
with receipts forwarded to the Pharmacist at the District Medjcal Stores and copies available with the Finance
Offucer.

Auditor’s Comment
The audit recommendation was not implemented. An account was not given on the
outstanding balances in respect of Cost Recovery Drugs.

Deceased Staff Members Still On Staff List

The names of five (5) deceased staff members were still appearing on the official staff list and
payroll of the PHC Bombeali District. The total amount that had been paid to those deceased
staff members from the date of death to date (according to information from the Accountant
General’s Department) was Le25,312,350. It was recommended that the DMO should ensure
the following:

169



8.29.3.

8.30.

8.30.1.

®  The deceased staff names should immediately be removed from the Official Staff List of
the PHC and the details should be forwarded to the Accountant General for the deceased
names to be removed from the payroll.

® The Le25,312,350 that had been paid into the deceased accounts from the date of death
to date should be recovered and paid into the CRF within thirty (30) days of the receipt of
this report; and

® In future, information on deceased staff members should immediately be forwarded to

the Accountant General’s Department for prompt action to be taken.

Official’s Response

The DMO stated that all deceased staff members were reported immediately to the Finance Office and Human
Resonrce Management Office (HMRO) of the Ministry of Health and Sanitation. He mentioned that monthly
payment for all staff working was done according to the daily attendance register sent to the HRMO and there
was a colummn for deceased staff that was filled monthly by the Monitoring and Evaluation Officer even when

their names were appearing.

Auditor Comment
There was no evidence to indicate the extent of implementation of our recommendations.

Vehicles And Motor Bikes Not Licensed And Insured

It was observed that fifteen (15) motor bikes and two (2) motor vehicles used by the Office of
the DMO were not licensed and insured for the period under review. It was recommended
that the DMO should ensure that all the vehicles and motor bikes owned and controlled by
the PHC Bombali District were licensed and insured with immediate effect, and the evidence
of that forwarded to ASSL for verification.

Official’s Response

The DMO stated that vebicles and motor bikes licenses and insurance were funded by the Councils on a yearly
basis and the Transport Officer had forwarded all licenses and insurance documents to the Councils for action
10 be taken.

Auditor Comment
Out of the fifteen (15) motor bikes and two (2) motor vehicles, the auditors were able to
verify license for two (2) vehicles and three (3) bikes. The licenses for the remaining twelve

(12) bikes were not made available for verification.

GOVERNMENT HOSPITAL MAGBURAKA (2011)

Records Of Diets And Firewood Not Maintained

The Hospital did not make available any record in the form of store ledgers, request forms
and distribution list, to justify how diets and firewood supplied to them for Le182,383,238
were consumed/utilized. It was recommended that the Medical Superintendent should
provide all the records in respect of diet consumption to the Audit team for verification
within thirty (30) days of the receipt of the report; otherwise, the full amounts should be
refunded and in future, the Medical Superintendent should ensure the maintenance of records
of all diets received and consumed by the Hospital.

Official’s Response
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8.31.

8.31.1.

8.31.2.

8.32.

8.32.1.

The Hospital superintendent replied that records relating to the utilisation of diets and fire wood had been

maintained based on the recommendation.

Auditor’s Comment
The records in respect of the consumption of diets and firewood were not made available for
verification.

MAKENI GOVERNMENT HOSPITAL (2011)

Book/Duplicate Copies Of Receipts Not Maintained

It was observed that the book copies of thirty four (34) receipts, with an estimated value of
Le970,000 were blank. It was recommended that the Medical Superintendent should submit
the details of the receipts in question to the ASSL within thirty (30) days of the receipt of the
report and the amount of Le970,000 refunded to the hospital account. It was further
recommended that in future, book copies of all receipts issued for the collection of revenue

must be maintained for audit and reference purpose.

Official’s Response

The Medical Superintendent stated that the observation was true as they had checked the receipt books and
confirmed that the duplicate carbon copies were blank. He said that was a problem they had inberited and
becanse they considered the matter to be serious, they had instituted a monitoring mechanism wherein, all
receipts books returned by various collectors were thoronghly checked by the Finance Officer to ensure that all
carbon copies were clearly written.

Auditor’s Comment
The book/duplicate copies of the receipts were not submitted for verification.

Fuel Used For Non Official Purposes

It was observed that 116 gallons of fuel, valued at Le2,030,000, were given to people who
were not employees of the Hospital. It was recommended that the Medical Superintendent
should refund the amount to the Hospital’s account within thirty (30) days of the receipt of
the report and the evidence of refund forwarded to the ASSL for verification and in future,

fuel meant for official purposes should not be put into private use.

Official’s Response

The Medical Superintendent said that that was a matter they considered very serious, since the hospital was in
much need of fuel always. He however said that after discussion with the Transport Officer they noted that the
fuel in question was used during the joint monitoring exercise with other health related partners.

Auditor’s Comment

There was no evidence to indicate that the audit recommendation had been implemented.

Refer to the Table of Commuon issues (Page 129) for further observations.

GOVERNMENT HOSPITAL KENEMA (2012)

General Observations
The general management and condition of the Kenema Government Hospital was far from

being pleasant. This was evidenced by the following observations:
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Paediatric Ward:

® Beds for hospitalised children were insufficient; the situation resulted in bed sharing;
® There was poor ventilation and low visibility in the Ward; and

= No electricity, water and toilet facilities existed for hospitalised children.

Male Ward:
® There was no toilet facility for hospitalised patients, resulting in the use of plastic kettles
for defecation;

®  There were no trolleys for the movement of medication within the Ward

Surgical Ward:
No electricity and toilet facilities existed for hospitalised patients.

Laboratory:
Basic equipment and consumables like needles, syringes and gloves that should facilitate the

smooth and efficient delivery of medical services to patients were not available.

Store:

The following were observed:

=  The floor space for the proper storage of drugs was insufficient;

= Air conditioners required for the recommended temperature of drugs were not available;
and

There was no shelf, electricity and furniture for the efficient running of the store.

It was recommended that the Medical Superintendent should ensure that the needs of the
various Hospital units were met to facilitate the smooth and efficient delivery of medical
services to the general public.

Official’s Response

Regarding the Paediatric Ward, the MS stated that the overcrowding of patients in the ward was due to the
Sfree Health Care Service. He said that the ministry of Health and Sanitation had decided to extend the ward
0 accommodate the increase with beds which would solve the issues queried.

He further mentioned that management had solicited funds from the City Conncil to re-wire the entire and
other facilities mentioned.

Regarding the Male Ward the M stated that the bad state of the toilet facilities of the ward was as a result of
the cesspit that felled. He however said that they had constructed a new one which was now in use and two new
toilets had seen supplied to the said unit for use.

For the Surgical Ward, he mentioned that the electricians of the said ward had taken care of the sitnation and
the toilet facilities were to be done by either Goal S/ L or SAWACO within a very short time as promised.
Regarding the Laboratory the MS stated that the basic equipment and consumables had been supplied by the
Ministry of Health and Sanitation, GLOBAL Fund and International Rescue Committee to facilitate the
smooth and efficient delivery of Medical Services to patients.

In the area of Stores the MS stated that the Hospital had no standard that wonld be able to have all those
Jfacilities but the Hospital Management and the Kenema City Council had decided to be rehabilitating existing
structures until they were able to contract a standard facility as budgeted in the 2014 Health plan.
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8.33.

8.33.1.

8.34.

8.34.1.

8.34.2.

Auditor’s Comment

Our recommendations were not implemented.

GOVERNMENT HOSPITAL -BO (2012)

Inadequate Doctors And Other Specialists

There were inadequate medical and other specialist doctors assigned to the Hospital. In an
interview with a key hospital management personnel, it was revealed that only three (3)
doctors were assigned to the hospital during the period under review and that one (1) of them
was on maternity leave. In addition, the audit team made several visits to the Hospital at night
and it was noted that there was no doctor on duty or one on call at night in case of
emergency. Assigned nurses were however always on duty during those visits. It was however
noted, throughout the night visits, that the Pharmacy was closed, making it impossible for
patients to access drugs in cases of emergencies at night. It was recommended that the Chief
Medical Officer in the Ministry of Health & Sanitation should ensure that adequate doctors
and other specialists were assigned to that hospital. Furthermore, the Hospital Pharmacy must
be opened 24 hours daily.

Official’s Response

The HM stated that the Chief Medical Officer in the Ministry of Health and Sanitation was mafking efforts to
address the issue by sending adequate doctors and other specialists to the Bo Government Hospital. He
mentioned that the Hospital Management had also taken action on doctors on call at night in case for an
emergency and that management had addressed the opening of the Hospital Pharmacy to 24 hours daily.

Auditor’s Comment
ASSL recommendations were yet to be implemented by the Hospital.

DISTRICT MEDICAL OFFICE -BO (2012)

Inadequate Control Over Revenue Administration

An evaluation of the control over revenue administration in the Births & Deaths Units
revealed that printed receipt books were not taken on charge in the Accountable Documents
Register. It was recommended the DMO posted receipt books received there and then into
the Accountable Documents Register for accountability and control.

Official’s Response
The DMO stated that the Accountable Register was now in use, and all printed receipt books had been taken

on charge including printed materials received from the Government Printer in adberence to andit observations.

Auditor’s Comment
The Accountable Documents Register provided was not updated with the series of the receipt
books received and issued during the period.

Inadequate Control Over The Distribution And Usage Of Fuel
The Ministry could not account for fuel costing Le136,113,500 as no form of a log book/
operating record or fuel register was maintained. It was recommended that the Finance

173



8.34.3.

8.34.4.

Officer forwarded a detailed breakdown and evidence of how 1.e136,113,500 was utilised to
the ASSL within thirty (30) days of the receipt of the report; or the amount stated above
immediately refunded.

Official’s Response

The DMO stated that there were operation log books to all vebicles attached to that sector and a fuel register
where fuel consumed, purchased by both the City and District Councils were recorded and maintained. He
mentioned that all the books for fuel verification may not have been verified for evidence at the time of andit.
However the relevant documents referred to were readily available to ascertain the evidence of fuel consumed for

verification.

Auditor’s Comment
The issue is still outstanding.

Inadequate Control Over The Issue Of Drugs And Other Medical Supplies

There were instances where store items issued using the manual GRIN Cards were not
updated in the Channel Delivery System operated by the IT Unit in the District Store. In
addition, significant errors were noted in the information relating to the Cost Recovery Drugs
generated by the Channel Delivery System operated by the IT Unit in the District Store. In
some instances the cost of drugs indicated on the printed and signed Channel Delivery was far
greater than the actual cost of drugs supplied and received by selected Health Units.
Furthermore, the stock records in respect of each item entering the District Medical Store and
its distribution list were not submitted for inspection. It was recommended that the DMO
should ensure that the IT. Channel Operator and the District Pharmacist were properly
supervised and the Channel System periodically interrogated by the DMO, by comparing the
reports generated with the supporting documents. Any discrepancies should be investigated.
The Storekeeper should also submit the relevant stock records to ASSL for verification within
thirty (30) days of receipt of the report.

Official’s Response

The DMO stated that management acknowledged the anditors findings of disparity between the actual cost
recovery drug quantities and the bhigh prices allocated to them. He said it was as a result of typographical error
but that had now been rectified by the I'T Channel operator and the actual equivalent costs that must be paid
made available to all the facilities that benefited from the cost recovery supplies. He also mentioned that
management affirmed the anditor’s observation that stock records in respect of each item entering the District
Medical Store and its distribution list were not submitted for inspection. He said that it was as a result of
inadequate logistics in term of paper and print cartridge to print out the requested document under the review
period. He however assured that the soft copy of the document was available for inspection.

Auditor’s Comment
The stock records in respect of each item entering the District Medical Store and its

distribution list were not submitted for inspection.

General Observation of the Peripheral Health Units (PHUs)

The DMO was to ensure that a thorough review was done on PHUs operations in the district.
Approptiate measures/actions must be taken to upgrade their operations by addressing the
few observations that had been raised in the report.

Official’s Response

174



8.35.

8.35.1.

The DMO stated that management acknowledged the findings made regarding selected centres visited and that
some centres were indeed provided with Solar panels, unfortunately those bad been carted away by thieves, for
which reports were made both to headgquarters and the police. He said that frantic efforts had been made to
supply both fuel and lubricants to few centres provided with generators for alternate power supply; particnlarly
BENMOCK Centres. He mentioned that the few vebicles available to promote Health Care delivery service in
the District had almost outlived their usefulness becanse of depreciation and topography ontlay of the road
network could not be overemphasized. He further said that motor-bikes supplied to the Health facilities had
actually eased the problems of mobility particularly hard to reach areas; but those also needed periodic
maintenance. The limited funds provided for the repairs and maintenance of vehicles and motor bikes were
absolutely inadequate, hence compounding the problems of mobility, be stressed. He however mentioned that
management would ensure a thorough review of the operations of the PHU's in the District thereby enbancing
appropriate measures to upgrade their operations and would address the few observations raised by ASSL.

Auditor’s Comment

ASSL’s recommendations are yet to be implemented.

Refer to the Table of Common issues (Page 129) for further observations.

MINISTRY OF FOREIGN AFFAIRS (2010 — 2012)

Payment To Staff Who Had Attained The Statutory Retirement Age

A review of the personnel files and records of staff revealed that payments totalling
Le 50,299,091, and $ 120,093 were made to staff at the Ministry’s Headquarters and local staff
in overseas mission who were over sixty years or had attained the statutory retirement age. In
addition, there was no evidence of extension letters given to staff who had attained the
statutory retirement age. However, a review of staff personnel files revealed that relevant
documents such as appointment letters, public service commission recruitment forms and
birth certificates of dependants of staff were not seen in some files. It was therefore
recommended that the Director General should inform the Human Resource Management
Office in writing of staff who had attained the statutory retitement age for necessary action
and submit copies of extension letters to local staff who were still in post and had attained or
exceeded the statutory retitement age of 60 years, within thirty (30) days of the receipt of the
report; otherwise, the amount should be refunded.

Official’s Response

The PS stated that the observation for local staff at the Missions abroad may be true becanse there were
variations between the retirement age of the host countries and Sierra Leone, as some conntries like Germany
and the United States of America had their retirement age at sixty-five years or over. More so, local staff
members of their Embassies were covered by the labour regulations of the host conntry, over which they had no
direct control. He said with regards to Headguarters, every effort was being made by the HRO to bring to the
attention of the HRMO the names of all members of staff who had attained the retirement age. He mentioned
that names of those discovered by the anditors were an oversight, for which appropriate measures had been

taken to avoid such occurrence.

Auditor’s Comment

The members of staff in question are Sierra Leoneans, and as a result are paid from the
consolidated fund. The Audit verification team was also not provided with the
correspondence sent to the Human Resources Management Office for verification, so the

above issue still stands.
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8.35.2.

8.35.3.

8.36.

8.36.1.

Mismanagement Of Public Property

It was observed that ambassadors, members of parliament, cabinet ministers and public
officers failed to surrender their diplomatic passports and Government properties when they
were recalled, dismissed, sacked, terminated and not re-elected. It was recommended that all
identity cards, passports and other Government properties in the possession of public officers
who had been dismissed, recalled, not re-elected and terminated should be surrendered within
thirty days of the receipt of the repott.

Official’s Response

The PS said that it was true that Ambassadors, Cabinet Ministers, public officers, members of parliament did
not normally surrender their diplomatic passports when recalled, dismissed, sacked, terminated or not re-elected.
He said it was becanse the life of a Sierra Leone passport was five years and some of those passports wonld
have excpired by the time the officers would have been recalled, dismissed, sacked terminated or not re-elected.
He said that nonetheless, efforts wonld be made to retrieve diplomatic passports from officials recalled dismissed,
sacked terminated or not re-elected even before the expiration of such passports. In the case of Government
properties at headquarters not being surrendered by recalled, dismissed, sacked, terminated or not re-elected
officers, he said the Ministry had no records of any recalled, dismissed, sacked, terminated or not re-elected
officer hanging on to Government properties of that Ministry.

Auditor’s Comment
The above issue still stands.

Mismanagement Of Fuel allocated

Valid vehicle life cards and insurance certificates for staff who benefited from fuel distribution
were not submitted for audit verification. The amount involved for the period under review
totalled Le 389,590,000. It was therefore recommended that the Director of Administration
should adhere to the Government Policy and guidelines on the distribution of fuel. He should
also produce for audit verification, insurance certificates and vehicle life cards of fuel
beneficiaries within thirty days of the receipt of the report; otherwise, the total amount must
be refunded to the CRF.

Official’s Response

The DG stated that that may be true in some areas but in the context of not providing ten gallons to offices of
grade seven and above per week, it was due to the fact that the foreign ministry had a large number of staff
within that grade. He therefore stated that the policy adopted was that ten gallons were provided for grade 10
and above, eight gallons for grade 9 and five for grade 8 and 7 respectively.

Auditor’s Comment
The above issue still stands as the Ministry failed to adhere to Government guidelines and

policies.

Refer to the Table of Commuon issues (Page 130) for further observations.

MINISTRY OF FISHERIES AND MARINE RESOURCES (2012)

Revenue Not Brought To Account

There was a difference of Le 692,435,378 between the Ministry of Fisheries and Marine
Resources (MFMR) Cash Book and that of the NRA Cash Book. In addition, the amount of
$140,000 in respect to fines levied on Fishing Vessels for various infractions was not posted in
the Ministry’s Cash Book and also not found in the Bank Statements submitted for inspection.

176



8.36.2.

8.36.3.

Furthermore, it was observed that revenue in the sum of Le906,306,032 in respect of local
discharge and fines was still outstanding as at 315t December, 2012.

There was also no evidence like minutes and attendance list/records to substantiate or
indicate the Committee’s approval for the reduction of fines levied on fishing vessel- F/V
Puyu 6016 from $20,000 to $10,000. It was recommended that the PS should ensure that the
amount involved was recovered from the Companies and evidence of recoveries forwarded to
the ASSL for verification.

Official’s Response

The PS' stated that the reconciliations was carried out between NRA Cash Book and MEMR Cash Book
and the difference of 1.e692,435,378 was due largely to the under-casting and transposing of certain figures.
The receipts be said, had subsequently been made available in the Ministry for details of the postings done in
both books of accounts. He also mentioned that there was a correspondence for the reduction in fines levied on
vessel F/ V" Puyn 6016 Sfrom $20,000 to $10,000 which was paid into the Fisheries fines account.

Auditor’s Comment

After recalculation, the team further noted a difference of 1.e129,883,475 between the two
revenue cash books. The issue relating to fines still stands, as the audit response did not reflect
the audit query. On the issue relating to Local discharge and fine amounting to Le906,306,032,
the Ministry submitted a Bank of Sierra Leone paying slip with a face value of Le224,425,000
for payment of fines. However, the issue still stands as the verification team was not provided
with the Bank Statement that would further confirm the payment to bank. The verification
team was provided with the correspondence relating to the reduction in fines levied on vessel
F/V Puyu 6016 from $20,000 to $10,000. However, the decision was made wholly and solely
by the Director rather than the committee; therefore the issue still stands.

Under - Assessment Of Licenses And Royalty

The calculations for the payment of licenses and royalties by the Ministry were found to be
inconsistent with the standard rates stipulated in the calculation schedule. The calculation of
licenses and royalties were under-assessed by $80,316 and $29,380 respectively for the year
under review. The fishing companies paid less than what they should have paid. The PS was
strongly advised to have the amount involved recovered from the fishing companies within
thirty (30) days of the receipt of the report and evidence provided to the ASSL for

verification.

Official’s Response

The PS stated that the calenlations done by MEMR were in accordance with the 15% concession on royalties
given to the companies which was based on the yearly fees on both licenses and royalties and was in accordance
with the Fisheries Regulations. He also pointed out that calcnlations for yearly fish schedules were different
from monthly calculations which the Audit team used.

Auditor’s Comment
The verification team noted the response stated by the Ministry on this issue. However, the

issue remains unresolved.

Non Delivery Of Outboard Engine

An advance payment of Le117,073,299 (30% of $88,900 ie. $26,000 @ 1.e4,389.70) was
made to Isabrim Enterprise on 30% April 2012 on PV 7868 for the purchase of 16 Yamaha
Outboard Motor/Machine Engines. However, as at 31st May 2013 (five months after the
contracted delivery date) the outboard engines were not delivered by the supplier. It was
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recommended that the PS should ensure that the engines were supplied within 30 days of the
receipt of the report; otherwise, the amount must be refunded to the CRF.

Official’s Response

The PS said that the supply of outboard engines was in progress with seven (7) engines already in (30/5/13)
out of sixteen to be supplied. The remaining nine engines were yet to be supplied, he further mentioned.

The details of the supplied engines were as follows:-

®  Yamaha Ontboard Engine, 15Hp, 2-stroke, long shaft

®  Yamaha Ontboard Engine, 40Hp, 2-stroke, long shaft

The PS also stressed that the Internal Audit had verified the seven ountboard engines supplied and noted that to
date, only 30% payment had been made to the supplier.

Auditor’s Comment
The said engine that the Ministry claimed to have been supplied was not verified. As a result
the issue is unresolved.

Supply Of Wrong Specification Of Fishing Net Procured

The audit team observed that Fishing Nets costing Le1,690,637,795 were not in conformity
with the specifications in the bidding documents It was recommended that the PS should
ensure that the correct specifications as per contract agreement and delivery notes be supplied
by the contractor within thirty days of the receipt of the report; otherwise, the said amount
must be paid back into the CRF.

Official’s Response

The PS stated that the specification of fishing nets referred to the length, depth, and mesh sizes of the netting
material supplied were in accordance with the specifications stipulated in the bidding document. He added that
the fishing materials supplied had been supplied in bigger units of bundles rather than smaller units. Which he
said, did not affect the quantity and quality of nets required in the bidding document and considering the
requirement of fishermen in respect of fishing materials, the fishing materials supplied were quite suitable and
appropriate.

Auditor’s Comment

The above issue still stands.

Fishing Gears Issued Out Of Store Without Authorised Request

It was observed that fishing gears costing L.e899,132,000 were issued out of the store without
the approved requisition and the names and signatures of recipients. It was recommended that
the Acting Assistant Director of Fisheries should provide the relevant documents where the
recipients signed for the items received within thirty (30) days of the receipt of the report;
otherwise, the amount involved must be refunded into the CRF.

Official’s Response
The PS stated that records on the supply of fishing materials to Fisheries Stations had lately been available in
the office for inspection.

Auditor’s Comment

The said documents were not made available for inspection, therefore the issue still stands.

Issue Of Stores Items Without Recipients’ Signatures
It was observed that store items costing Le336,678,700 were issued from the Youyi Building
store without any evidence to indicate the names and signatures of the recipients. It was
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8.37.1.
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recommended that the Store Keeper should produce the relevant evidence where recipients
signed for the items received; otherwise, the amount involved must be refunded into the

Consolidated Revenue Fund.

Official’s Response
The PS replied that action had been duly taken

Auditor’s Comment
The issue still stands.

Refer to the Table of Common issues (Page 130) for further observations.

MINISTRY OF SOCIAL WELFARE, GENDER AND CHILDREN’S AFFAIRS
(2011)

Wrong procedure in the Issuance Of Fuel

Six thousand six hundred (6600) litres of fuel, costing 1.e29,950,000 were not entered in the
Fuel Register. In addition, fuel chits, vehicle life cards and insurance certificate were not made
available to the auditors to support the utilisation. It was recommended that the PS should
ensure the refund of the fuel in question or the total amount with evidence forwarded to the
ASSL for verification within thirty (30) days of the receipt of the report, and that in future,
fuel must be posted in the Fuel Register and the relevant documents retained for audit or

reference purposes.

Official’s Response
The PS' stated that the guantity of fuel had been recorded in the fuel register and that fuel chits, vebicle life

cards and insurance certificates were available for andit verification.

Auditor’s Comment

The issue still stands.

Bank Statements And List Of Bank Accounts Not Presented For inspection

A list of the Ministry’s bank accounts and bank statements for 2011 was not submitted for
audit review which was contrary to section 18 of the Audit Service Act of 1998. It was
recommended that the PS should ensure that the list of bank accounts and bank statements

were submitted for verification within thirty days of the receipt of the report.

Official’s Response
The PS stated that bank statements for the various accounts with the Ministry had been obtained from the
banks and retained for andit verification.

Auditor’s Comment

The Ministry has produced bank statements for seven (7) bank accounts. In addition,
withdrawals totalling 1.e2,041,173,072 and $ 2,657,846 were made from the seven (7) bank
accounts, for which the relevant supporting documents to substantiate the utilization of funds

were not made available during the verification exercise.

Refer to the Table of Common issues (Page 130) for further observations.

MINISTRY OF SOCIAL WELFARE, GENDER AND CHILDREN’S AFFAIRS
EASTERN REGION (2011)
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8.38.2.
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8.39.1.

Public Funds Not Brought To Account

The total sum of Le6,461,000 in respect of quarterly allocations made by the Kenema District
and City Council was not brought to account. It was recommended that the Principal Social
Development Officer Kenema should ensure that all public funds/expenditures were propetly
accounted for, in accordance with the regulation; in addition, the relevant documentary
evidence, in respect of the unaccounted funds must be forwarded to the ASSL within thirty
(30) days of the receipt of the report; otherwise the total sum of Le6, 461,000 should be
refunded without delay.

Official’s Response

The Regional Gender Officer stated that the Ministry operated under two sectors; Social Services and Gender
Sectors and funds received from two councils were shared between the Principal Social Development Officer for
Social Services and the Regional Gender Officer for Gender issues; for which each Sector implemented activities
and liquidated to the councils separately. He said that in respect of the discrepancy of Le 6,461,000 observed
by the auditors, it was not known whether the discrepancy was from the Social Services Sector or from the
Gender Sector. He however mentioned that the Ministry’s accountant was working frantically with the councils
to ascertain which of the sectors the shortcomings came from, and promised to report back to the ASSL with

the required answers within thwo weeks from receipt of the response.

Auditor’s comment

Part of our recommendations was not implemented.

Unpresented Documents

The under-mentioned documents were not made available for audit inspection:
= Staff personal files;

®  Fuel register;

= Fuel chits;

= Handing over notes from the Gender Officer; and

= Information for allocations from Central Government.

It was recommended that the Principal Social Development Officer should develop a
systematic filing system for the safe custody of all accountable documents by putting shelves
and control ledgers in place to monitor the inward and outward movement of documents; and
the above documents must be forwarded to ASSL for verification within thirty (30) days of
the receipt of the report; otherwise, Section 18 of the Audit Service Act, 1998 would be
invoked.

Official’s Response
The Regional Gender Offficer said that all the requested documents were available for inspection.

Auditor’s Comment
Personal files were only seen and verified. The rest are still outstanding.

Refer to the Table of Commuon issues (Page 130) for further observations.

MINISTRY OF INTERNAL AFFAIRS (2011-2012)

Inadequate Control Over The Utilization Of Fuel
Out of the total amount of Le143,200,000 paid for fuel for the period under review, only
191,699,000 was supported by fuel chits, leaving a balance of Le51,501,000 not brought into
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account. In addition, a comparison of the Integrated Financial Management Information
Systems printout and the Fuel Station Ledgers/Records revealed an over statement in the Fuel
Station records of Le5,500,000 for the period under review. Furthermore, it was difficult to
understand why a fuel station at Ross Road in the East end of Freetown was contracted for
the supply of fuel to the Ministry that was located at Percival Street in the central business
district. It was observed that three (3) different fuel stations were contracted for the supply of
fuel to the Ministry. It was recommended that a fuel station that was far from the Ministry
should not be contracted for the supply of fuel and fuel chits for the sum of Le51,501,000
must be submitted for audit verification within thirty (30) days of the receipt of that report.

Official’s Response

The PS' stated that the total sum of fuel paid for to the Sierra Leone National Petrolenm Company by the
Ministry for FY 2012 was 1.e86,000,000. He said that part of the fuel paid for in FY 2012 to the tune of
L,2,500,000 swas utilized only in FY 2012 and that was due to error of transaction that took place between
the Bank of Sierra Leone and one of the Company’s bankers (Sierra Leone Commercial Bank). He
mentioned that the total sum of fuel utilized for FY 2012 was 188,521,491, balance brought forward from
2011 (Le21,491) inclusive and not all the fuel paid for in 2012 was used; it was carried forward to 2013
and was used up to June, 2013. He further said that the remaining chits for the period were ready for andit
verification/ inspection and the Ministry had taken action to be dealing with a fuel station, nearest to the
Ministry.  He however said that the problem happened as a result of the misunderstanding that erupted
between the Ministry and the Sierra Leone National Petrolenm Company fuel station at the time which was
later resolved in favour of the Ministry.

Auditor’s Comment
Out of the total amount of Le51,501,000 that was not supported by fuel chits, fuel chits were
only submitted for the amount of Le32,500,000 leaving a balance of Le19,001,000 that was

not brought into account.

Top-Up-Cards Distributed To Senior Officers Not Signed For By Beneficiaries

There was no evidence in the form of ledgers, distribution list or list of beneficiaries to
support the amount of Le60,204,000 utilized for the purchase of phone cards for the period
under review. It was recommended that all top up cards used for official purpose must be
signed for by the beneficiaries as acknowledgement of receipt and the PS should submit the
evidence to support the utilization of Le60,204,000 within thirty days of the receipt of the
report; otherwise, the amount must be refunded.

Official’s Response
The PS mentioned that the non submission of the list of beneficiaries was an oversight which he deeply regretted;
he however said that those documents had been made available for verification.

Auditor’s Comment

Out of the Le60,204,000 utilized for the purchase of phone cards for the period under review,
evidences of signed distribution list were provided for Le52,204,000 leaving a balance of
Le8,000,000.

Refer to the Table of Common issues (Page 130) for further observations.

PROVINCIAL SECRETARY’S OFFICE - EASTERN REGION (2012)
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8.42.
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Inadequate Control Over The Distribution And Usage Of Fuel

The Management of the Provincial Secretary’s Office was not following Government

prescribed policy on fuel. There were no control mechanisms in the form of fuel chits and

fuel register to monitor and reconcile the receipt and usage of fuel totalling L.e116,350,000.

It was recommended that the Provincial Secretary should ensure the following:

= That the Government prescribed policy on fuel was adhered to;

* That monthly/quartetly fuel reconciliation was prepared on a regular basis;

= That details of all fuel received and issued were appropriately recorded in the Fuel Register;
and

* That documentary evidences to support the utilization of fuel were produced within thirty
(30) days of the receipt of this report, or the amount involved must be refunded.

Official’s Response

The PS stated that the office was going through a restricting process and policies and procedures were being
reviewed curvently by the Ministry. In terms of control there was some form of register maintained at the filling
station that accounted for all fuel issued. He mentioned that evidence of that was now available for verification.

Auditor’s Comment

The recommendations were not implemented.

Refer to the Table of Common issues (Page 130) for further observations.

PROVINCIAL SECRETARY’S OFFICE NORTHERN REGION (2012)

Deplorable State Of Government Quarters

The Government Quarters were deplorable. We observed that the doors and windows were
broken; the roofs were leaking; and the internal conditions were far from being pleasant. It
was also observed that some quarters were occupied by illegal occupants whiles others were in
a dilapidated state. It was recommended that the Provincial Secretary should ensure that all
illegal occupants were evicted from those quarters with immediate effect. He should in
collaboration with the Ministry of Works factor the estimates for the refurbishment of all

Government quarters in the Bombali District into the annual budget.

Official’s Response

The PS stated that the contract for the rehabilitation and construction of Government Quarters was awarded in
Freetown and as such, details of contract and other arrangement never came to bis knowledge. He however
mentioned that they are making frantic efforts to fully get the relevant information and the collapse of the
contractor’s activities would be known.

Auditor’s Comment

The audit recommendations were not implemented.
Refer to the Table of Commuon issues (Page 130) for further observations.

MINISTRY OF LOCAL GOVERNMENT AND RURAL DEVELOPMENT
(2011-2012)
Bank Statements Not Submitted.
It was observed that cash books and bank statements for three accounts, were not submitted
to the audit team for inspection. It was recommended that the Accountant should maintain a
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8.42.3.

cash book, monthly bank statements and bank reconciliations and the Vote Controller must
produce the requested documents for all three accounts for audit verification within thirty
days of the receipt of the report.

Lack Of Monitoring And Supervision Of Projects

It was observed that there was no evidence that supervision was provided for the following
projects GOBIFO PROJECT, JICA and LED PROJECT for audit supervision. It was
recommended that the Vote Controller should produce supervisory or monitoring reports for
all projects supervised over the period under review, within thirty days of the receipt of the
report.

Official’s Response
The PS replied that the Ministry did not have direct hands in the activities of the project but only did
superficial oversight of the projects.

Auditor’s Comment
No supervisory or monitoring reports for the projects were submitted for verification by the
Ministry.

Outstanding Payment For The Printing Of Local Tax Receipt Books Not Recovered
Money owed to the Ministry by local councils in respect of local tax receipt books issued to
them for the period under review, which amounted to Le22, 627,400 was not collected by the
Ministry. In addition, Store Issue Vouchers for the distribution of the local tax receipt books
to the councils were not presented for audit inspection. It was recommended that the PS
should put a debtors’ circularisation in place and the total amount collected within thirty days
of the receipt of the report. In future the Vote Controller must ensure the use of a store issue
voucher for local tax receipts books.

Official’s Response

The PS excplained that although there was no store issue voucher, the Ministry kept records of Local Tax
Receipt books printed and issued to the Chiefdom Administrations. He added that the Ministry had since put
modalities in place to have Store Issue Vouchers in respect of Local Tax Receipt Books. The ontstanding
amonnt reflected in the report as regards the amount owed to the Ministry were Local Tax Receipt Books that
were not sold by the Chiefdoms he further mentioned. He said in concluding that the Directorate of Local

Government had made arrangements for the unsold books to be returned to head office for review.

Auditor’s Comment
The unsold local tax receipt books were not made available for verification. Therefore the
query still stands.

General Observation

The following were observed:

= A Master Inventory/Fixed Assets Register was not maintained to keep a record of all
assets acquired by the Ministry;

= Upon physical verification of assets held by the Ministry using the Asset Listings
developed by the Internal Auditors, it was observed that several assets were missing;

® The total sum of Le 37,095,000 was used for the purchase of assorted items and the
maintenance of official vehicles of the Ministry in 2011. However, certificates of fitness
from Road Transport Authority for the maintenance of those vehicles were not attached to
the Payment Vouchers nor were the vehicle numbers and specifications attached,;
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8.43.2.

= Vehicle Log Books and a list of official vehicles were not produced for audit inspection
and the items said to have been purchased for maintenance as stated above, were not
recorded in the Allocated Store Ledger;

® From physical verification carried out in the store it was observed that the store ledger was
not updated with every purchase of office items;

® The system of documentation, record keeping and filing at the Ministry was very poor;

®* Documents requested were not signed for, authorized or maintained, files were not
maintained for the maintenance and updating of a Fixed Assets Register, a Donation

Register and Location Inventories.

Auditor’s Comment
The issues were not appropriately addressed.

Refer to the Table of Common issues (Page 130) for further observations.

MINISTRY OF EMPLOYMENT LABOUR AND SOCIAL SECURITY (2011&2012)

Non Compliance With The Factory And General Law

A review of the list of all factories obtained from a survey conducted in 2011 indicated that
1488 factories were operating in the country and that only 203 registered and renewed their
licences with the factory division in the Ministry. Among the Non-compliant factories, 800
larger ones owed the Government an estimated revenue of Le2,202,000,000. It was
recommended that the PS should ensure that an effective system of collecting revenue from
factory owners in respect of factory registration fees must be established and the estimated
outstanding revenue of Le2,202,000,000 recovered and paid over to the NRA within thirty
(30) days of the receipt of the report and copies of paying in slips and bank statements
forwarded to the ASSL for verification.

Official’s Response

The PS stated that an internal policy for the collection of revenne for both Work Permit and factory had been
established. He said that the attention of factory owners bas been drawn to the issue of outstanding revennes.
He added that meetings had been held with various factories for further verification of payments to be effected.
The deadline notices issued to each factory owner for payment was within two weeks and during their meeting
with factory owners, they had agreed that before invoking section 49 of the Factories Act of 1974, the list of all
defanlters wonld be published in newspapers and relevant action taken promptly thereafter.

Auditor’s Comment

Letters have been written to defaulters inviting them to a Decent Work Country Programmed
(DWCP) with the Honourable Minister of Labour. However, the estimated outstanding
revenue of Le2,202,000,000 still remains unsettled.

Thirty Eight (38) Unregistered Factory Owners

It was also observed that 38 factory owners obtained work permits from the Ministry of
Labour for their foreign employees but did not register their factories with the factory
division. As a result, estimated outstanding revenue of Le164,000,000 was owed to the
Government by the factory owners. It was recommended that the PS and Chief Inspector
should invoke Section 49 of the Factories Act, 1974 on defaulters so that the estimated
outstanding revenue of Le164,000,000 could be recovered from the factory owners and paid
into the Consolidated Fund within thirty (30) days and details of recovery forwarded to the
ASSL for verification.
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Auditor’s Comment

Section 49 of the Factory Act, 1974 is yet to be invoked on defaulters. The issue is therefore
outstanding. The estimated outstanding revenue of Le164,000,000 is yet to be recovered from
factory owners and paid to the Consolidated Fund.

Non-Renewal of Factory Registration

There was an estimated outstanding revenue of Le14,240,000 which was as a result of the non
renewal of registration of 32 factories by factory owners during the period under review. In
addition, no evidence was seen that the Factory Inspector levied fines on the Factory Owners
for non-compliance in 2011. It was recommended that the PS should ensure that the Chief
Inspector collected the outstanding revenue amounting to Le14,240,000 from those factories
within thirty (30) days of the receipt of the report, and details of recovery submitted to the
ASSL for verification.

Auditor’s Comment
Revenue totalling Le5,130,000 has been collected from 11 factory owners and paid to NRA
leaving an outstanding amount of Le9,011,000.

Foreign Employees without Work Permit

Section 34c (1) of the General Law (Business Start-up) 2007 provides that, “An employer
intending to employ a non-citizen shall apply to the Committee for a permit in the prescribed
form, not less than six months before the intended arrival in Sierra Leone of the person for
whom the application is made.” It was recommended that the PS should ensure that the
Commissioner of Labour enforced the relevant regulation to obtain work permits by foreign
workers.

The list obtained from the Ministry of Finance and Economic Development disclosed that
out of 79 Registered International Non Governmental Organisations (NGOs), only 16
obtained work permits from the Ministry of Labour for their foreign employees, during the
period under review. Sixty-three (63) NGOs did not comply with the relevant legislation,
hence an estimated outstanding revenue of Le63,000,000 had to be paid to NRA. It was
recommended that the PS should ensure that the estimated outstanding revenue of
Le63,000,000 should be recovered from the International NGOs and paid to the CRF within
thirty days and details of recovery forwarded to the ASSL for verification.

Official’s Response
The PS' replied that he had noted the provisions under the Business Start-Up Act of 2007 and had bronght
that 1o the notice of mining companies and other business entities to abide by the law.

Auditor’s Comment

The issue remains outstanding.

Inspection not carried out on factories by the factory division

During the period under review, inspection was not carried out on larger factories (mining
companies, cell phone companies, private owned petroleum, etc.) by the Factory Inspectorate
because the existing items of equipment used by the Factory Division were out dated. As a
result, Government lost an estimated revenue of Le 961,500,000 from 725 larger companies.
It was recommended that the PS should provide the Factory Division with the necessary

logistics and equipment to carry out its inspection effectively.

Official’s Response.
185



8.43.6.

8.43.7.

8.43.8.

The PS stated that effort wonld be made to discuss the need for adequate funding to facilitate the inspections of

larger companies listed.

Auditor’s Comment
The factory division is yet to receive the necessary logistics and equipment to carry out its
inspection effectively. The issue remains the same.

Revenue not brought to account

A difference of Le182,716,674 was observed between the Work Permits Register and the
NRA cashbook. It was recommended that the Officer in Charge of Work Permits must
prepare a reconciliation statement between the Work Permits Register and the NRA cashbook
in respect of the outstanding amount of Le182,716,674 and investigate any variance, within
thirty (30) days of the receipt of the report; otherwise, the full amount should be recovered
and paid into the CRF.

Official’s Response

The PS stated that an attempt had been made by the officer in charge to reconcile the statement between the
work permit register and NRA cash book. He also said that they had noted the colossal amount to be
reconciled particularly in the area of sales of Application Forms and had called for a meeting between the
NRA and the Ministry for a final reconciliation of the Andit observation.

Auditor’s Comment

The issue is outstanding,

No criteria maintained for staff recruitment

Criteria were not established by the Social Safety Net Unit for the recruitment of statf. In
addition, staff appointment letters were not submitted so that the auditors could verify the
terms and conditions by which 29 staff members in the Social Safety Net were employed.
Furthermore, total salaries paid for the period under review amounted to Le779,029,000. It
was therefore recommended that the Director, Social Safety Net Unit, should produce those
documents within 30 days of the receipt of the report otherwise, the whole amount must be
refunded and the receipt forwarded to the ASSL for verification. Beneficiaries in whose regard
the Social Safety Net (SSN) was established in 2004 with the aim of assisting vulnerable
people, (aged 60 and above) with no regular source of income, had only received assistance
from the SSN once in 2008. Even though provision had been made in the SSN budget during
the past years no monies were allocated in respect of the beneficiaries. It was therefore
recommended that the MoFED should allocate funds in respect of the beneficiaries as that
was the aim of establishing the SSN.

Official’s Response

The PS said that the personnel who was handling staff personal files was on vacation at the time of the andit.

He however mentioned that staff appointment letters and other relevant documents had been made ready for
verification. On the issue of beneficiaries he said that necessary action wonld be taken with the Ministry of
Finance and Economic Development.

Auditor’s Comment
The issues are still outstanding.

Store documents not submitted for audit inspection
There was no documentary evidence such as store receipt voucher, issued voucher,
distribution list, etc, to indicate that store items purchased to the tune of Le118,145,700 for
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the period under review were received and distributed to the various divisions. It was
therefore recommended that the PS should forward to the ASSL documentary evidence in
support of the receipt and distribution of the store items to the various units to the ASSL for
verification within 30 days of the date of the receipt of the report; otherwise, the sum of
Le118,145,700 must be refunded.

Official’s Response
The PS said that documentary evidence in support of receipt of the said items had lately been made available for
verification.

Auditor’s Comment
Documentary evidence in support of the receipt and distribution of the store items to the

vatious units is still outstanding.

Lack of Supervision

It was observed that:

®  The fines stated for defaulters (non compliance) in the Factories ACT of 1974 were so
low that they would cost defaulters nothing if they were prosecuted in the Industrial
Court;

=  The Employer and Employee Act of 1960 used in the Industrial Relations Division for
settlement of industrial issues between employers and employees needed to be revised,;

®  The Commissioner of Labour did not take action geared towards the amendment of the
above outdated Acts;

®*  The Commissioner of Labour did not carry out supervision on the activities of Work
Permits and the Factory Inspectorate Division;

=  There was the lack of coordination between the Ministry and the Immigration
department in respect of the inflows of all foreigners working in the country;

®  The Internal Audit Unit did not do any work on the Ministry’s revenue generation; and

®  The List of all foreign employees in the country obtained from a survey conducted by
the Ministry of Labour in 2011 was not submitted for audit inspection, despite several
written and oral requests.

The following were recommended:

®  The Permanent Secretary and the Commissioner of Labour should establish a system to
amend the necessary areas in the Act, so that obsolete fines in the ACT could be
updated, (which can also be considered as new area for the collection of Non Tax
Revenue);

®  The Commissioner of Labour should regulatly supervise and monitor the activities
carried out by those Divisions and produce quarterly reports for the attention of the PS;

®  The Permanent Secretary and the Commissioner of Labour should hold regular
consultations with the Chief Immigration Officer on the inflows of foreigners residing in
the country for employment purposes;

= It is strongly recommended that the Internal Audit Department should be adequately
resourced in terms of manpower, training and logistics, in order to ensure regular internal
audit work on revenue generation; and

®  The Permanent Secretary should ensure that the Commissioner of Labour submits the
list of foreign employees for audit verification within 30 days of the date of the receipt of
the report, otherwise, Section 18(1a) of the Audit Service Act 1998, would be revoked.

Official’s Response
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The PS stated that action had been taken before to revise the obsolete labor laws. He however, mentioned that
the International Labour Organization (1L.O) had consented to assist the Ministry in the process of reviewing
the obsolete labour laws. He expressed the hope of initiating a meeting with the Ministry of Finance and
Economic Development to review the non-tax rate as speedily as possible.

Auditor’s Comment

The issue remains the same as the audit recommendations have not been implemented.

Official’s Response

On the issue of regular consultations with the CIO, the PS mentioned that he had discussed the recommendation
with the Minister of Labonr who promised to hold a meeting with his colleague Minister of Internal Affairs at
political level. The outcomes of that meeting be said, would inform a joint consultative meeting with experts of
both ministries and divisions for further implementation on residence and work permit fees.

Auditor’s Comment
No evidence was seen in respect of consultation meetings held between the Commissioner of
labour and the Chief Immigration Officer on the inflows of foreigners residing in the country

for employment purposes.

Official’s Response

The PS said, on the issue of Internal Auditing, that the Ministry strongly agreed with the recommendations
and the andit of revenue generation formed an integral part of the Internal Audit FY 2013 Annual Work
Plan. He said that internal audit unit was currently anditing the operations of the Work Permit Burean.

Auditor’s Comment

Except for Internal Audit work on the Ministry’s revenue generation that was ongoing, all
other issues are still outstanding.

Official’s Response

On the issue of submitting a list of foreign employees, the PS said that efforts were well underway to make the
said document available for further verification upon receiving it from the consultant. He added that from
records, the Ministry bad an outstanding payment for consultancy which militated against the release of the
aforementioned document. He however said that they wonld prevail on them to release those documents
accordingly.

Auditor’s Comment

This issue is still outstanding.

Refer to the Table of Commuon issues (Page 130) for further observations.

8.44. MINISTRY OF TRADE AND INDUSTRY (2011-2012)

8.44.1. Loan Issued To 59 Small And Medium Sized Entertainment
Documentary evidences such as business status, details and due dates of repayments, terms
and conditions for selection, cashbook, control ledger in the Ministry, bank reconciliation and
bank statement to indicate the withdrawal of Lel12,004,793,056 issued to 59 Small and
Medium Sized Enterprises (SME) were not submitted to the auditors for inspection. Inspite of
several requests by the audit team, the business proposal/project documents were not
submitted for inspection. It was therefore recommended that the PS should ensure that those
documents were produced for audit verification within thirty (30) days of the date of the
receipt of the report. The PS was advised that copies of reconciliation statements in respect
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of balances on individual loan accounts of Small and Medium Sized Enterprises were to be
submitted for audit verification within thirty (30) days of the date of the receipt of the report.
Also the Director, Domestic, Commerce and Industry was also requested to submit the
business proposal documents for audit inspection within thirty (30) days of the date of the
receipt of the report.

Official’s Response

In bis response, the PS stated that documentary evidence to justify the amount of 1.¢12,004,793,056 issued as
loan to 59 SMEs had been submitted to the Andit team during the andit exercise. Both the Memorandum of
Understanding (M.O.U) and the updated lists of beneficiaries of the SMEs loans scheme be said were
submitted to the andit team. He therefore mentioned that the Ministry would again submit the M.O.U. and
the updated lists of beneficiaries of the SME loan scheme including statements as requested. He said that the
M.O.U. was the document governing the implementation of the SME Joan scheme and referred to the
obligations of the Bank in the M.O.U. Business proposals were submitted directly to the Sierra Leone
Commercial Bank by applicants and potential beneficiaries were trained by the Bank and disbursement to
SMEs was done by the Bank and not the Ministry of Trade and Industry, he concluded.

MINISTRY OF TOURISM AND CULTURAL AFFAIRS (2011-2012)

No expenditure returns for Monument And Relics Commission And The Sietra Leone
International Theatre Institute

Bank Statements, Cash Book and expenditure returns were not submitted to support the
utilisation of Le 58,440,652 in respect of allocation paid to the Monuments and Relics
Commission for the period under review. It was also noted that expenditure returns were not
submitted to support the utilisation of funds amounting to Le 23,492,425for the subvention
paid to the Sierra Leone Centre of the International Theatre Institute. It was recommended
that the Commissioners should ensure that those documents were made available within thirty
(30) days of the receipt of the report; otherwise, the amounts involved had to be accounted
for or paid into the CRF.

Official’s Response

The PS stated that Bank Statements and expenditure returns had all been submitted to a member of the andit
team. However, the Agency was willing again to provide copies of all supporting documents relating to that
expenditure for further verification, be added. He also said that management had noted the recommendation on
the issue of the cashbook and the Commission was subsequently maintaining one, which was available for audit
vertfication. He further said that the relevant supporting documents relating to that expenditure were submitted
to the anditors but were again available for further verification.

Auditor’s Comment
Out of the Le23,492,425, supporting documents were submitted and verified for an amount

of Le10,718,900 leaving a balance of Le12,773,500 still outstanding.

Refer to the Table of Commuon issues (Page 130) for further observations.

ACCOUNTANT GENERAL’S DEPARTMENT (2012)

Procurement Rules Flouted

A review of procurement documents revealed the following observations:
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= L1e152,409,750 worth of procurements were done with businesses whose NRA Tax
Clearance Certificates had expired before payments were effected.

= 158,933,520 worth of procurements were done with businesses with no NRA Tax
Clearance Certificates.

= 1e586,559,180 worth of procurements were done with businesses that did not submit
NASSIT Clearance Cettificates for at least two workets.

The following were recommended:

= All relevant documentations, Quotations, Proforma Invoices, Tax and NASSIT
Clearances should be made available for audit inspection. In addition, management should
ensure that all payment vouchers had adequate supporting documents, for completeness
and compliance.

= Management should ensure that all maintenance of vehicles should be certified by SLRTA

before and after repairs.

Official’s Response

The AG stated that the first two findings were partly an oversight on the part of the anditors as some of the
updated tax: clearances were in the respective folders maintained for each of the retainers and mistakingly on the
part of the AGD those were not attached to the respective payment vonchers. All documentations he said, had
immediately been put in place and were ready for audit inspection. He also mentioned that NASSIT clearance
certificates were not obtained for those transactions because that had not been a mandatory document in the
normal business process. That certificate was normally set as a requirement in procurement using the NCB

method, he concluded.

Auditor’s Comment

During the verification exercise, the team of auditors had a second look at the documents and
they observed that the updated Tax Clearance Certificates were not attached to the respective
payment vouchers as indicated in their response.

A section of the act makes NASSIT Clearance mandatory. We still insist that that provision

should be adhered to for all subsequent payments in respect of any contracts.

Refer to the Table of Commuon issues (Page 130) for further observations.

OFFICE OF THE VICE PRESIDENT (2012)

Documents Not Submitted For Audit Inspection

The office of the Vice President failed or refused to provide the under mentioned documents
for audit inspection:

Contracts worth Le101,304,096 awarded to Yabiz International and Kokobeh Enterprise for
the feeding of security officers at both the residence and office of the Vice President. The
following were requested but not presented:

= copies of receipts issued for the sale of bids;

=  bank paying-in-slip confirming that the amount generated from the sale bid documents

was banked intact;
It was also observed from PV No 2421, 2422 and 2423 that the adjustment mechanism used

for the computation of per diem for three personnel was at 35% instead of the correct rate
of 25%. This led to a total over payment of per diem of Le 3,388,615.
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It was recommended that all requested documents should be produced for audit verification
within thirty days of the receipt of the report; otherwise, section 18 of the Audit Service Act
1998 would be invoked.

Official’s Response

The Secretary to the 1ice President stated that there were no copies of bank paying-in slips or receipts with
regards monies generated from the sale of bids and regarding the payment vouchers, he said those were raised in
respect of an official trip to Sandi Arabia by the Hononrable 1 ice President and entourage from 12th-171h
Augnst, 2012.

Auditor’s Comment

Receipts issued for the sale of bids amounting to Le 1,800,000 and bank paying-in-slips
confirming that this amount was bank intact were not submitted for Audit inspection.
Therefore the issue is still outstanding,.

Upon verification of the documents submitted it was observed that an overpayment of Le
3,388,015 had not been refunded and paid into the CRF.

Refer to the Table of Common issues (Page 130) for further observations.
CABINET SECRETARIAT (2012)

Daily Subsistence Allowance Calculated Wrongly

It was observed from two payment vouchers (PV049257 and PV 049258), relating to
attendance at the Young African Professionals Programme in Tanzania from 12% to 16t
November, 2012 that Daily Subsistence Allowance (DSA) adjustment mechanism of 45%
applicable only to Ministers was used to adjust the DSA of the Secretary to Cabinet giving rise
to an additional costs of $320. It was therefore recommended that the Secretary to Cabinet
explained why his DSA adjustment was done likewise.

Official’s Response

The Secretary to Cabinet stated that the Daily Subsistence Allowance (DSA) adjustment mechanism of 45%
was applicable only to Ministers and not the Secretary to the Cabinet and Head of the Civil Service. He
stressed that the adjustment mechanism of 45% for the payment of DSA was not for Ministers alone but also
to Civil/ Public Servant on Grade 14 and above which included the Secretary to the President, the Secretary to
the Cabinet and Head of the Civil Service, the Director General, Human Resource Management office, the
Financial Secretary, and the Clerk of Parliament.

Auditor’s Comment
The auditors were not provided with any evidence to confirm the Vote Controller’s

explanation.

Officers Without Contract Gainfully Employed

A review of payroll documents presented for audit inspection revealed that two employees
who had attained the statutory retirement age of 60, had their contracts extended up to the
Financial Year 2011. However, there was no evidence to suggest that their contracts were
extended in 2012, even though they were included in the Department’s payroll for the entire
financial year. The total costs in the Consolidated Fund in salaries for the period under review
were Le7,297,536. It was recommended that the Secretary to Cabinet provided evidence,
within thirty days of the receipt of the report, supporting the decision of his office to retain
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the services of those retired officers; otherwise, the cost of their salaries must be disallowed

and surcharged.

Official’s Response
The Secretary to Cabinet stated that the HRMO was yet to issue the extension letter for FY 2012. He
mentioned that a reminder had been sent to that office and a reply was being awaited.

Auditor’s Comment

During the audit documents (Contract Letters) to justify their continued employment after the
statutory retitement age of 60 were not submitted for verification. Therefore the issue is
unresolved.

HIGH COURT OF SIERRA LEONE (2011)

Accountable Documents Not Produced For Audit Inspection

Documents relating to various expenditures and operations of the department were requested
for during the audit. However, as at the time of writing of the report, the documents were still
unavailable. It was recommended that the Master and Registrar should ensure that the
requested documents were provided for audit verification within thirty days of the receipt of

the report, otherwise the relevant regulation would be invoked.

Official’s Response
The Master and Registrar stated that the accountable documents mentioned were misplaced at the time of the
andit exercise. He said fortunately those documents had been recovered and were available for inspection and

verification.

Auditor’s Comment
The bank statements for the Imprest Account, the Asset Register, and twenty (20) personal
files were not presented during verification, therefore the issue is outstanding.

Lack of Proper Control Over The Distribution Of Fuel And Oil

An examination of fuel documents presented for audit inspection revealed that a generator
register and vehicle log books were not maintained by the department. It was recommended
that the Master and Registrar should introduce a generator register and log book system with
immediate effect for all vehicles and generators.

Official’s Response
The Master and Registrar stated that the recommendation of the Auditor General will be strictly adbered to
and that the generator register and log book system had been introduced were now available for verification.

Auditor’s Comment

A generator register was introduced in 2012, but no vehicle log book was instituted.

Poor Payroll Administration

A review of payroll documents presented for audit inspection disclosed that seven personnel
who had attained the compulsory retirement age of sixty years , were still gainfully employed,
and without evidence to support their continuous employment. It was recommended that the
Master and Registrar provided documentary evidence to justify the continued employment of
the affected staff; otherwise, the Accountant General should ensure that necessatry action was
taken.
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Official’s Response
The Master and Registrar stated that the seven personnel concerned were contract workers approved by Human

Resource Management Offfice (HRMO). Their letters of appointment, he mentioned, wonld be made available
for verification.

Auditor’s Comment

Contract appointment letters were not submitted for verification; therefore this issue is
outstanding.

Project Documents Not Produced For Audit Inspection

Project documents relating to various expenditures and operations of the Project were
requested for during the audit. However, as at the time of writing this report, the documents
were still unavailable. It was recommended that the Consultant Master and Registrar should

ensure that the requested documents were provided within thirty days of the receipt of the
report.

Official’s Response

The Master and Registrar stated that the donors who sponsored the projects were with all the documents for
[final anditing during the andit exercise. He mentioned that the andit exercise was ongoing by the donor
partners but the documents wonld be produced immediately they were available.

Auditor’s Comment

Only bank statements for the project accounts were made available but the bank statements
for the counterpart funding and the rest of the other documents were not produced; therefore
this issue is outstanding.

Refer to the Table of Common issues (Page 131) for further observations.

APPEAL COURT OF SIERRA LEONE (2011)

Accountable Documents Not Produced For Audit inspection
An attendance register was requested for during the audit, but was not made available. It was

recommended that the Master and Registrar should produce this document within thirty (30)
days of the receipt of the report.

Official’s Response

The Master and Registrar stated that he was going to ensure that all requested accountable documents were
produced for further verification especially the Attendance Register.

Auditor’s Comment

The Attendance Register was not produced for verification; therefore the above issue is
outstanding.

Lack Of Proper Control Over The Distribution Of Fuel And Oil

An examination of fuel documents presented for audit inspection revealed that a generator
register and vehicle log books were not maintained by the Department. It was recommended
that the Master and Registrar introduced a generator register and log book system with
immediate effect.

Official’s Response
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The Master and Registrar stated that be would ensure that a generator, vehicle register and log book systems
were immediately put in place for andit inspection.

Auditor’s Comment
A generator register was put in place for 2012, but not a vehicle log book, therefore the above
issue is outstanding.

Refer to the Table of Commuon issues (Page 131) for further observations.

SUPREME COURT OF SIERRA LEONE (2011)

Accountable Documents Not Produced For Audit inspection

An attendance register was requested for during the audit, but was not made available. It was
recommended that the Master and Registrar provided the requested documents within thirty
(30) days of the receipt of the report.

Official’s Response
The Master and Registrar stated that he was going to ensure that all requested accountable documents were
produced for further verification especially the Attendance Register.

Auditor’s Comment
The attendance register was not produced for verification; therefore the issue is outstanding.

Lack Of Proper Control Over The Distribution Of Fuel And Oil

An examination of fuel documents presented for audit inspection revealed that a generator
register and vehicle log books were not maintained by the department. It was recommended
that the Master and Registrar introduced a generator register and log book system with
immediate effect for all vehicles and generators.

Official’s Response
The Master and Registrar said he was going to ensure that generator, vebicle register and log book systems were
immediately put in place for andit inspection.

Auditor’s Comment
A generator register has been put in place for 2012, but no vehicle log book was instituted.

Refer to the Table of Commuon issues (Page 131) for further observations.

JUDICIARY EASTERN REGION (2012)

Inadequate Control Over The Management, Collection And Banking Of Revenue

The NRA receipts presented indicated that the total sum of 1.e64,995,000 was generated from
fines and other acquittal charges levied on those sentenced by the Judiciary during the period
under review. However, the NRA Office at the Magistrate Court in Kenema did not provide
any evidence in the form of bank statements to confirm that that amount was either paid into
a bank account authorised by the Accountant General or into the CRF.

A review of the records from the Prisons Department, Kenema revealed that Discharge
Files/NRA receipts in respect of fines and acquittal charges totalling 1.e2,940,681 were not
made available for audit, which resulted in the auditors not being able to verify whether those
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fines and acquittal charges were collected before inmates were discharged / released from

detention.

It was recommended that the Deputy Master and Registrar should ensure the following:

® That revenue collectors must be properly supervised and their work reviewed on a daily
basis

=  That all public funds must be recorded in an appropriate accounting record and propetly
accounted for, in accordance with the existing regulation;

® That records at the Magistrate Court in respect of fines and acquittal charges must be
regularly reconciled with the records at both the NRA Office and the Prisons Department
and any discrepancy investigated and corrected accordingly;

=  That all revenue generated from fines and acquittal charges, must be promptly paid into
the CRF held at the Bank of Sierra Leone and no use of such funds should be made by
any staff in any manner between the time of its receipt and payment into the bank; and

®= That the NRA Officer at the Magistrate Court Kenema must provide a detailed
explanation together with the necessary documentary evidence to support the findings
highlighted, within thirty (30) days of the receipt of the report, or should refund the

amount involved.

Official’s Response

The Magistrate stated that the Judiciary Kenema did not have an NRA office at the Magistrate Court. He
said that all court fines were paid by the accused person's parents directly to the NRA office and Magistrate
conrt clerks only prepared payment slips and would ask the accused relative to pay at the office of NRA and
bring six (6) photo copies of the payment receipt from NRA for their records. He mentioned that the 1 e 64,
995, 000 receipts for which Bank Statements were not made available nmust be the sole responsibility of the
NRA office. The stressed that fines and acquittal charges totalling Le 2, 940,681 that were not made
available for audit must be accounted for either by the Prisons Department or NRA office Kenema.

Auditor’s Comment

Our recommendations were not implemented.

Refer to the Table of Commuon issues (Page 131) for further observations.

SIERRA LEONE POLICE (HQ) (2012)

Review Of Operational Policies And Its Implementations

It was observed that a number of withdrawals were made from the Staff Welfare and Peace
Keeping Funds, in order to meet normal operational expenses whiles waiting for government
subvention (with the intention of refunding same), but were not refunded on the arrival of
such subvention. The amount involved was Le127,549,000 and $219,045. It was therefore
recommended that the Assistant Inspector General Support Services should provide
explanation regarding the use of Staff Welfare and Peace Keeping Funds to meet operational

expenses.
Official’s Response
The Inspector General in bis response said that the sum of $219,045 would be refunded immediately when

third quarter allocation were allocated to the SLP.

Auditor’s Comment
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No evidence of refunds was provided to the auditors in respect of the $219,045 withdrawn
from the Welfare Account.

Own Source Revenue not paid into the CRF

It was observed that the sum of Le 2,462,595,000 was collected as own source revenue
generated by the SLP, but not paid to the CRF and without permission from the MoFED not
to do so. It was recommended that within thirty days of the receipts of the report, the SLP
should produce written evidence as to why monies collected as owned source revenue were
not paid into the CRF and therefore excluded from the Public Accounts.

Official’s Response

This was the response of the Inspector General:

“By tradition, the role of the Sierra Leone police and all other police force all over the world is to protect life
Jproperty prevent and detect crimes , maintain law and order, apprebend and prosecute offenders and enforce all
laws. However, these duties cannot be successfully accomplished without the requisite logistical and financial
support. In the case of Sierra Leone police the bulk of such support had over the years come from Government
until after the end of the rebel war in the country that donors including the Department for International
Development (DFID) through the Commonwealth Community Safety and Security Project (CCSSP) intended
to face lift the Sierra Leone Police to the level of other forces by providing both the logistical and financial
support needed. Presently, donor support bas been drastically reduced leaving Sierra Leone Police. As such the
Sierra Leone Police bas to identify legitimate means of supplementing its resonrces. Against this backgronnd a
project titled “REVENUE GENERATION IN THE SLP” was identified in 2006 and was
subsequently approved by the Executive Management Board (EMB). Identify means to and ways by which
Sfunds can be generated for the Sierra Leone Police in a bid to angment shortfalls of its financial allocation. 1t
was also recommended that 25% of revenue generated is to be paid out to personnel who are deployed for such
operations/ activities in the form of incentives. Therefore the generation of this fund was approved by both the
EMB and Police Council chaired by no less a person than Vice president of the Republic of Sierra Leone.
This fund bas angmented the daily police operation and enbanced effective service delivery, the revenue generation
Sfund is also open to andit from both Internal and external Auditors for transparency and accountability.
However the SLP Management will ensure that they obtain concurrency from the Accountant General for use
of the said fund.”

Auditor’s Comment

Management did not provide documentary evidence to show that permission was obtained
from the MoFED to utilise income generated rather than paying it into the CRF. Therefore
this issue remains unresolved.

Officers Who Had Attained The Retirement Age

It was observed that there were one hundred and eighty-four (184) officers on the SLP payroll
during the year under review. Those officers had attained the compulsory retirement age of 60
before the start of the year, and there was no documentary evidence to extend their contract.
The amount paid to those officers in the year 2012 amounted to Le 845,890,860. It was
recommended that, in future, the Human Resources Officer at the Sierra Leone Police should
inform the HRMO of staff who had attained the statutory retirement age of 60 years and/or

had an extension letter in their files indicating why their services were still required.

Official’s Response

The IG stated in his reply that the same issue came up in the 2011 Audit Service Sierra Leone andit on the
Sierra Leone police, and Parliament was informed about the significance of the personnel retention up to date.
He however said that Management had taken cognigance of the recommendation and in future the HRMO
would be informed about any personnel to be retained after the retirement age of 60 years or a letter of extension
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would be written and placed in their files indicating why their services were still required. He also said that a
new condition of service had been given financial concurrence by the Accountant General and was at that time
awaiting cabinet and parliamentary approval. On approval at the shortest possible time, they would all be sent
on retirement thereby benefitting from the new terms and conditions of service for all serving members and those

going on retirement, he concluded.

Auditor’s Comment:
This issue is still unresolved.

SIERRA LEONE POLICE EASTERN REGION (2012)

Poor Stores Management

Delivery notes to justify that seven hundred and forty-one (741) uniforms were actually
received, were not submitted for audit. In addition, there was not enough floor space in the
store, therefore items were scattered and untidy and the store lacked facilities for the safe
keeping of store’s documents. It was recommended that the Assistant Inspection General,
Eastern Region (AIGER) should ensure that delivery notes were obtained for all items
delivered to the store and the store must be propetly rehabilitated and defects highlighted
rectified without delay.

Official’s Response
The AIGERK stated that the acconntability on documentation bhas been done.

Auditor’s Comment
The issues are still outstanding

Unpresented Documents

Bank statements in respect of issuance of clearances and police reports, receipt books and
accountable documents register were not submitted for inspection in spite of several requests
by the auditors. It was recommended that the requested documents should be forwarded to
the Audit office for verification within thirty (30) days of the receipt of the report.

Official’s Response

The AIGER stated that all the documents mentioned above were not in existence but, since it had been
pointed out by the Audit Team, management had made tremendous effort to put in place all the system as
highlighted.

Auditor’s Comment
The issue remains unresolved.

Refer to the Table of Commuon issues (Page 131) for further observations.

SIERRA LEONE POLICE - SOUTHERN REGION (2012)

Inadequate Control Over The Collection, Recording, Banking And Reporting Of
Financial Transactions
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There were no database/lists or contract agteements for armed guard security services
provided by the SLP in the Southern Region. In addition, bank statements and pay-in-slips
were not available to confirm whether the sum of Le249,600,000, being revenue generated by
the SLP South for the provision of armed guard security services to various institutions and
individuals was paid into the SLP Revenue Account No.1100666 at the Bank of Sierra Leone .
It was recommended that the Assistant Inspector General Southern Region(AIGSR) should
ensure that a database of all contracts for the provision of armed guard security services was
created and contract agreements maintained for reference purpose; revenue generated from
the provision of armed guard security services and other streams must be paid directly into an
account authorized by the Accountant General, and that the bank statements and pay-in-slips
should be forwarded to ASSL within thirty (30) days of the receipt of the report, or the sum
of Le249,600,000 refunded there and then.

Official’s Response

The AIGSR stated that there was adequate control, recording and banking of cash collection for revenue
generation in respect of missing items reported at the Criminal Investigation Department (CID) Bo which
receipts and bank paying slips were available to ascertain the fact. He added that the inadequacy of control
over financial transactions often occurred in the area of payments done by the banks and other institutions that
were provided with Armed Guard Security services. With the exception of Sierra Leone Commercial Bank
Li#d Bo, all other banks and institutions in Bo were being paid for by their head offices in Freetown directly to
the Revenne Generation Department at Police Headguarters, or at the Bank of Sierra Leone in Freetown with
no reference to the Regional Police Headguarters Bo for record purposes, he added. He mentioned that as a
result of those short falls, there was alhvays an inadequate control over the payment, recording, banking and
reporting of proper financial transaction by the Regional Police Headguarters Bo particularly with institutions
in Bo whose Head Offices in Freetown paid directly on their bebalf.  Statement of Account of payments made
into the Sierra Leone Revenue Account No. 1100666 at the Bank of Sierra Leone for the period under review
was now available for verification, be concluded.

Auditor’s Comment

Contract agreements for Armed Guard Security services provided by the SLP in the Southern
Region were not available for inspection.

A Comprehensive list of armed guards providing special security services in the Southern
Region was not available for review. The list for the Bo District was verified and those for
Moyamba, Pujehun and Bonthe were still outstanding.

A review of the Bank Statement submitted revealed the that out of a total of Le249,600,000,
only the Le24,800,000 paid by the Sierra Leone Commercial Bank-Bo Branch was clearly
established from the Bank Statement leaving an outstanding balance of Le224,800,000.

Poor Stores Management

Requisitions were not submitted to support various items, totalling Le18,150,000, issued from
the SLP Regional Store by the Regional Storekeeper. It was recommended that the Regional
Storekeeper should ensure that all materials issued out of store should be supported by
requisitions and Store Issue Vouchers with recipients’ acknowledgment attached.

Official’s Response

The AIGSR stated that requisitions and store issue vouchers for items issued from the store totalling to the
amonnt stated above were left in Freetown after conveyance of items to Bo and were not available at the time of
the andit. The requisitions together with the Store Issue 1 ouchers had however been retrieved and were ready
Jfor inspection, he mentioned.

Auditor’s Comment
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The issue is outstanding

Welfare Fund Policy Not Followed

Paragraph 11.2 of the SLP Welfare Fund Policy requires that upon the death of a serving
member, the sum of Le500,000 be given to the next of kin as death bonus. It was however
noted that this provision was not followed in the payments of death benefits in respect of 16
serving members during 2012. The sum of Le1,000,000 instead of the stipulated Le500,000 as
indicated in the Policy was paid to next of kins. In addition, an unclaimed amount of
Le1,000,000 in respect of Welfare payment to a deceased officer was not acknowledged by the
next of kin and there was no evidence that that amount was refunded into the Welfare
Account. It was recommended that the AIG should ensure that the provisions in the Welfare
Fund Policy were strictly adhered to and that the extra payments and unclaimed benefits were
recovered and paid back into the Fund within thirty (30) days of receipt of the report.

Official’s Response

The AIGSR stated that the Welfare Fund Policy of 2005 stipulated Le 500,000 as death bonus to next of
kin. This policy, he said, had been revised and paragraph 12.2 of the Revised SLP Welfare Fund Policy
stated that upon the death of a serving member, the sum of Le1,000,000 should be given to the next of kin as
deatly bonus. He mentioned that the payment voucher of One Million Leones was prepared in respect of the
death of Late Sgt 518 Foday S in the name of bis danghter Lsata Senesie as next of kin who collected the
Cheque for funeral arrangements but did not sign her name, neither did the Finance Officer take note of the
mistake. He further mentioned that the next of kin had been searched for to sign the payment voucher as an
acknowledgement, but could not be easily found as she was presently staying at Ngiehun 1 illage in the
Malema chiefdom, in the Kailahun District where the deceased hailed from. To err is humany this mistake was
done in good faith with no intention to fraund. The issue is considered unfortunate as it was done out of
dgnorance, he concluded.

Auditor’s Comment

ASSL was unable to certify whether the unclaimed amount of Le1,000,000 was paid to the
beneficiary as stated by the SLP.

Inadequate Control Over The Distribution And Usage Of Fuel

Recipients’ signatures to prove that 1,872 litres of fuel were received by intended/rightful
beneficiaries were not seen in the Fuel Register. It was recommended that the AIG should
ensure that the issue of fuel was acknowledged by recipients and that the 1,872 liters of fuel
was accounted for by the officer in charge of fuel within thirty (30) days of receipt of the
report.

Official’s Response

The AIGSR stated that distribution list of fuel to various beneficiaries was commensurate to the guantity of
Sfuel received from Police headguarters. Distribution lists of 46,760 liters together with the fuel invoices were
available for inspection, he concluded.

Auditor’s Comment
Recipients’ signatures to prove that 1,872 litres of fuel were received by intended/rightful

beneficiaries were not indicated in the Fuel Register.

Refer to the Table of Common issues (Page 131) for further observations.

SIERRA LEONE POLICE - NORTHERN REGION (2012)
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Refer to the Table of Common issues (Page 131) for further observations.

NATIONAL STADIUM MANAGEMENT (2011-2012)

Payment Vouchers Not Submitted For Audit Inspection

Upon examination of documents submitted for audit inspection, it was observed that no
payment vouchers were prepared for the expenditure from the National Stadium Account
Number 100307 at the Sierra Leone Commercial Bank. The total amount spent without the
use of a payment voucher system amounted to Le715,803,570. It was recommended that the
GM must ensure that payment vouchers in respect of Le 715,803,570 were produced for audit
verification within thirty days of the receipt of the report; otherwise, the full amount should
be refunded into the National Stadium Management’s bank account.

Official’s Response

The GM stated that the Ministry of Sports had conducted its internal inspection of the accounts of the
National Stadium and confirmed that the accounting process in the stadium management was not properly
carried ont. He added that frantic efforts conld be made to the effect so that those documents were made
available for audit inspection.

Auditor’s Comment
During audit verification, we were able to verify Le 650,803,570. However, the GM failed to
provide both PVs and the supporting documents for the sum of Le 65,000,000.

Differences Between Receipts And Bank Paying In Slips

It was observed that 1e99,014,430 was the difference between what was collected as per
receipt books and what was banked as per the paying-in slip, as bank statements were not
provided. It was recommended that evidence must be provided within thirty-days of the
receipt of the report to account for the difference; otherwise, that amount should be refunded
into the Stadium Management’s account at the Sierra Leone Commercial Bank.

Official’s Response
The GM stated that the documents had subsequently been made available for andit inspection.

Auditor’s Comment
Two paying-in-slips, amounting to Le 64,310,000 were verified. However, the sum of
Le34,704,430 and the accompanying Banks Statements were still not available.

Employees Deduction Not Paid To NASSIT Account

It was observed that the 5% NASSIT deductions from employees earnings were made but not
paid over to the Trust. The total amount deducted but unpaid, totalled Le 34,720,263.40. 1t
was therefore recommended that the Vote Controller should ensure the payment of the said
amount to NASSIT and evidence of payment forwarded to the ASSL within thirty days of the
receipt of the report.

Official’s Response

The GM stated that management was putting measures in place to settle the payments on installment basis on
terms to be agreed upon with NASSTT. The agreed plan wonld be made available for ASSL’s attention, he
added.
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Auditor’s Comment

During audit verification, we were provided with a letter from the Director-General of
NASSIT, expressing concern about the non-payment of NASSIT deductions. The National
Stadium Management had responded to the said letter indicating how they would settle the
outstanding payments. Since NASSIT had not confirmed their acceptance of the proposal, the
above issue is considered unresolved.

Refer to the Table of Commuon issues (Page 131) for further observations.

SIERRA LEONE STATE PRISONS HQ (2011-2012)

General Environmental Condition

Poor General Environmental Condition

The auditors observed the following during their visit to the Pademba Road Prison:

= the body-scanner at the main entrance of the prison was not functioning;

= the reception and store where new prisoners’ records were kept were untidy, disorganized
and located in a building that was burnt down in 2007;

® there was no pipe-borne waterin the prison; and

® the conditions at the carpentry workshop, bakery and hospital were deplorable.

It was recommended that the Director of Prisons should take necessary action to improve on
the environmental conditions of the prison.

Official’s Response

The Director of Prisons stated that the scanner in question was given to the department by the special court
which was a specialised one that needed the contract of a specialist, but which the department didn’t have. He
said that they had made frantic efforts to contract one but there was none so far to take it up. He also said that
since the Pademba Road was a maximum prison, they received prisoners every day and the reception office was
very small to accommodate over 1650 prisons records. The Administration, be said, was doing its best to match
up with the congestion as the Pademba Road Prisons itself was built for just 324 inmates. However, the
relocation of the prison will be an ideal solution.

The problem of pipe-borne water was still a challange to the department as the construction of the hill side by
pass road at the back of the prison had created the problem. However, the administration had a water bowzer
that fetched water every day for the prison’s utilisation, he mentioned.

He stressed that the obsolete state of some of the Machines, equipment and the dilapidated nature of the
workshops within the prison, did not necessarily imply that the rebabilitative aspect had been ignored, rather,
the department was doing its utmost within its limited available resources to ensure the immates were
rebabilitated.

Auditor’s Comment
The general environmental condition of the Pademba Road Prison as highlighted in the report

is still 2 major concern and therefore needs attention.

Refer to the Table of Commuon issues (Page 131) for further observations.
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SIERRA LEONE PRISONS-SOUTHERN REGION (2011 & 2012)

Inadequate Control Over The Receipt And Issue Of Diet

Examination of selected transactions and records in respect of diets supplied to the regional
prisons revealed that there was no documentary evidence to indicate that monthly requisitions
were raised for the use of 840 bags of rice and 300 bags of flour during 2011 and 909 bags of
rice and 318 bags of flour during 2012 (i.e. the whole year supply). The SIV number F5651 of
07/12/2011 for the supply of 70 bags of rice was also not signed by recipient. Additionally,
no SIV was on file for 72 bags of rice and 25 bags of flour supplied to the Prisons in March
2012. Daily lockup returns/ daily diet returns were not provided for the months of
September, October, November and December, 2011. The Prison’s Gate book in which all
items received or issued to the Prison were first entered before taken to store, was not
propetly kept. Details such as delivery note number, supplier’s name, the time supplied etc.
were not stated. In spite of repeated requests, the gate book in respect of diet supplied in 2012
was not available for audit inspection.

It was recommended that the Regional Commander (RC) should ensure that:

= Monthly Requisitions for Diets (rice and flour) were prepared and copies retained for
inspection. Requisitions in respect of diets for the periods under review should be
submitted to ASSL for verification within thirty (30) days of receipt of the report.

® The completed and approved SIVs in respect of items stated in paragraph (i) must be
submitted to the ASSL for verification within thirty (30) days of receipt of the report.

* Daily lockup returns/ Daily diet returns for the months of September, October,
November and December, 2011 must be submitted to the ASSL for verification within
thirty (30) days of receipt of the report.

= The prison’s gate book must be propetly maintained by recording details such as delivery
note number, supplier’s name etc.

® The gate book in respect of diet supplied in 2012 must be submitted to the ASSL for
verification within thirty (30) days of receipt of the report.

Inadequate Control Over The Receipt And Usage Of Fuel

The Institution could not account for fuel costing Le77,989,500 as no form of a Log book/
operating record or fuel register was maintained to confirm utilisation/distribution of fuel. It
was recommended that the RC should forward detailed breakdown and evidence of how
Le77,989,500 was utilised, to the ASSL within thirty (30) days of the receipt of the report; or
the amount stated above should be immediately refunded.

Lack Of Adequate Mobility And Other Fixed Assets

The Regional Prisons were constrained in carrying out some key functions. There was only
one utility vehicle and one official vehicle for the Regional Commander. Moyamba, Bonthe,
Pujehun & Mattru Jong Prisons were without a vehicle or motor bikes to ease their
operations. Some fixed assets had also become obsolete. It was recommended that the
Director of Prisons, the PS, Ministry of Internal Affairs and other key personnel in the
Ministry should ensure that the Regional Prisons were provided with the necessary equipment
to enhance their operations.

Inadequate Prison Cells
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Physical inspection of the Prison Yard revealed that the Cells were too small to accommodate
the current number of inmates (over one hundred inmates). In an interview with the RC, it
was revealed that the Bo facility for example, which accommodated over 100 inmates was
constructed to accommodate 80 inmates. It was recommended that the Director of Prisons,
the PS, Internal Affairs and other key personnel should ensure that adequate accommodation
was provided for inmates in the Prison Cells.

Refer to the Table of Commuon issues (Page 131) for further observations.

SIERRA LEONE STATE PRISONS EASTERN REGION (2012)

Inadequate Control Over The Allocation And Distribution Of Fuel

There were no fuel distribution lists and chits to justify that the sum of Le58,648,500 (13,033

liters) was spent with the approval of the Regional Commander’s Office on fuel for various

personnel. It was therefore recommended that the Regional Commander ensured the

following:

= that all fuel distributed were appropriately recorded in a Fuel Log Book;

= that a fuel distribution list with recipients’ signatures was maintained for all fuel
distributed; and

* that fuel chits were prepared and authorised before the approved supplier issued each
quota of fuel. The documentary evidence to justify the distribution of Le58,648,500 fuel
was to be forwarded to the ASSL for verification within thirty (30) days of the receipt of
the report, or the total sum should be disallowed and surcharged.

Official’s Response

The Regional Commander stated that the fuel delivery note dated 31/3/12 with a total allocation of 1,000

litres reached the Regional supply station | depot at N.P. Filling station Blama Road in kenema on

1/04/12. He said that particular allocation was not documented at the Regional Headguarters' Office in

kenema. The total allocation was utilized by the then Regional Commander as evidenced in the supply

signatory record book at the fuel depot at N.P. filling station Blama road kenema. That record, he said wonld

be made available for verification.

Auditor’s Comment
Distribution lists for 1,000 litres of fuel were not provided during verification.

Fuel Register Not Submitted For Inspection

A Fuel Register was not submitted to support the distribution of Le19,669,500 worth of fuel.
It was recommended that the Regional Commander should ensure that the relevant
documents were forwarded to the ASSL for verification within thirty (30) days of the receipt
of the report; or the said sum refunded without delay.

Official’s Response

The Regional Commander stated that the documents were now available for verification.

Auditor’s Comments

The issue is still outstanding.

General observation

Officers contributed Le10,000 and 1L.e20,000 on a monthly basis as transportation fare for a
bag of rice supplied to them by the government. It was recommended that the Regional
Commander should ensure that the supply of rice to officers was done without any additional
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financial cost, and that the Director of Prisons must sanction the payment of transport or
refund such moneys to the officers.

Official’s Response

The Regional Commander stated that the terms of reference of the Sierra Leone Prison service, Rice supply
policy compendium that the committee for the Rice supply should ensure that a bag of Rice reached all deserving
prison personnel across the board without let or hindrance. He added that the Prison Administration was
cognizant of that agreement with the contractor but it was rather unfortunate that the supply of rice to officers
nationwide came into existence first before the Rice policy was written losing sight of how personnel staying in
the provinces should receive their supply of Rice visa- vis transportation cost to the provinces. He mentioned that
the desire for officers to receive their rice supply in time warranted them proposing to foot the bill of
transportation cost of their rice from Freetown to kenema, kono and Kailabun with a private transport. As
such a minimal cost of Lel0, 000/ 00 and 1e15, 000/ 00 was agreed on to offset transport cost. Apparently,
in order to solve the problem, and adhere to the terms of reference in the Rice Policy, he said he believed

Headguarters was about to engage the contractors to normalise the problem.

Auditor’s Comment

The issue was still outstanding.

Refer to the Table of Commuon issues (Page 131) for further observations.

SIERRA LEONE STATE PRISONS NORTHERN REGION (2012)

Records Of Fuel Consumption Not Made Available For Audit Inspection

There was no evidence in the form of request forms, fuel chits and other fuel records to
explain the consumption of 5535 litres allocated to the various prisons. It was recommended
that the Regional Commander should within thirty (30) days of the receipt of the report
forward the records in support of the 5535 litres of fuel to ASSL for verification; otherwise,
the whole amount should be refunded. In future, fuel allocations made to the Prisons
Department should be properly accounted for.

Official’s Response

The Regional Commander stated that the fuel was used as intended. He mentioned that it was possible that the
officers in charge failed to record due to the numerous requests made by the officers entitled to fuel, but after
reconciliation, the officers in charge had made available the distribution lists of how it was utilised.

Auditor’s Comment
Fuel records were provided for a total of 3,340 litres; leaving an outstanding balance of 2,195
litres for which records were not made available.

Ration Allocations Not Brought To Account.

The total sum of Le18,070,000, in respect allocations that were made to the various prisons
for ration was not propetly accounted for. It was recommended that the Regional
Commander should give a full account of how the Le18,070,000 was spent on ration by the
various prisons. The details of that account should reach ASSL for verification within thirty
(30) days of the receipt of the report; otherwise the full amount should be refunded. In future,
the Regional Commander should ensure that allocations made to the various prisons in the
region for ration were properly accounted for.
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Official’s Response

The Regional Commander stated that rations were normally given to all officers of the Republic of Sierra Leone
and the amount in question relating to ration was ntilized as intended. He said that condiments pertaining to
the diet were purchased in bulk for distribution to the respective Prisons Institutions. These be said, were used
on a daily basis for cooking as food was given to officers as a form of motivation to enable them accomplish their
daily tasks.

Auditor’s Comment
Documents were submitted for a total sum of Le 10,078,500; leaving an outstanding amount
of 1.e7,990,500.

IMMIGRATION HQ (2011)

Revenue From The Sale Of Passports And Passports Forms Not Brought To Account
It was observed that the total amount that should have been collected in revenue for printed
passportts for the period under review, both from the sale of passports and passport forms,
was more than the amount banked. See analysis below.

ACTUAL REVENUE CALCULATED
As Per Receipt Books Total Revenue Banked Difference
4,016,094,000 3,709,926,300 306,167,200

It was recommended that with immediate effect NRA officers in the Immigration department
should forward an appropriate explanation on the said issue, with adequate evidence to ASSL,
ot the full amount must be recovered and paid back into the CRF and receipts forwarded for

verification.

Official’s Response

The Chief Immigration Officer (CIO) said that the issue of revenue had been forwarded to the Head of
National Revenune Aunthority/ Immigration for their response. He added that NRA responses to the revenue
collection were attached for ASSL’s attention.

Auditor’s Comment

Upon verification, the NRA officer produced copies of documents in respect of passports and
forms sold for which monies were not reconciled with the collections made at Head office
which they claimed had resulted in the difference of passports and forms sold. However,
unless payments which were made at the provinces and overseas were remitted to the NRA,

the above issue would still be outstanding.

Refer to the Table of Commuon issues (Page 131) for further observations.

IMMIGRATION DEPARTMENT NORTHERN REGION (2012)

Revenue Not Banked
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There was no evidence in the form of bank statements and pay-in-slips to justify that revenue
in the sum of Le 152,288,500 generated from the sale of passports and registration of non-
citizens was paid into an authorized Government account by the NRA officers at the
Immigration Department Northern Region. It was recommended that the Regional
Immigration Officer in collaboration with the National Revenue Office at the Immigration
Department should ensure that the bank statements and pay-in-slips in respect of the queried
amount of Le152,288,500 must be forwarded to ASSL for verification within thirty (30) days
of the receipt of the report; otherwise it could be considered a financial misconduct. In future,
all the revenue generated from the sale of passports and registration of non-citizens should
promptly be paid into an authorized account of Government and the bank statements
together with the pay-in-slips retained for audit and reference purposes.

Staff Personal Files Not Maintained

Personal files were not maintained for twelve staff members of the Department. It was
recommended that the Regional Immigration Officer should ensure that personal files were
created for all staff members of the Department and those files should contain relevant
information such as application and appointment letters, birth certificates, qualifications,

medical reports and query letters (if any), promotion letters, appraisal reports, etc.

Refer to the Table of Common issues (Page 131) for further observations.

ADMINISTRATOR AND REGISTRAR GENERAL (2011-2012)

Pay-In-Slip Not Serially Pre-Numbered

Pay-in-slips used to lodge the sum of Le 992,623,642 for the period under review were not
serially pre-numbered. It was recommended that the Commissioner of the NRA should
provide evidence within thirty (30) days of the receipt of the report showing the action her
office had taken to deal with the breach by the SLCB.

Official’s Response:

The Administrator and Registrar General stated that the Management of the National Revenne Authority
(NRA) was fully aware of that issue and had made several attempts with the bank to correct that
abnormality. He said there were engagements currently underway to stop those occurrences.

Auditor’s Comment
During the verification exercise, documentary evidence was not produced to show actions
taken by management to correct the abnormality. Evidence of serially pre-numbered pay-in

slips was not provided for audit inspection, therefore the issue is unresolved.

Transfers Not Made Into The CRF

Only two transfers to the Consolidated Fund were made during the period January to March
2012, even though there were more than one hundred transactions that paid Le738,665,711
into SLCB Account Number 003001116419030170. There was no evidence that the said
amount was transferred into the CRF, and also that the NRA made attempts to charge the
SLCB interests, which the auditors eventually estimated at Le 6,210,313.

Official’s Response
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The Administrator and Registrar General stated that be had been submitting copies of the Bank of Sierra
Leone Statements signifying that the said amount actual bit the (CRE) but was coded on the wrong account. A
commission of Le 161,000 was knocked-off from the amount bringing it to Le738, 504,711, he added. He
also mentioned that the question of interest did not come into play because the funds were remitted into the

CRF.

Auditor’s Comment

The NRA had not addressed the issue raised by the auditors. For instance Le331,434,231 was
paid into SLCB Account Number 003001116419030170 between 1st June and 31st August
2012 , but nothing was transferred into the CRF at the Bank of Sierra Leone for the same
period. The NRA was basically funding the SLCB liquidity position; therefore the issue is still
outstanding.

No Monthly Reports Issued By The Banks

The MOU provides for the Bank to produce a monthly report of all transactions processed by
the Bank on behalf of the Authority. The auditors did not see evidence of such a report
during the audit exercise. It was recommended that the Authority should provide an
explanation within thirty (30) days of the receipt of the report as to why monthly reports were
not prepared by the Bank in accordance with the MOU.

Auditor’s Comment
The issue is still outstanding

NATIONAL FIRE FORCE (2012)

Limited Fire Engines

Investigations revealed that Fire Force Branch offices at Kissy and Aberdeen, with over
fifty(50) staff did not have any operational fire engines, hence one-third (1/3) of the citizens
of that municipality were not protected in terms of fire disaster. Moreover, only three (3) fire
hydrants were available within the city. It was recommended that the National Fire Force
should acquire operational fire engines for those branch offices and more fire hydrants added
to the existing ones.

Official’s Response

The Chief Fire Offficer noted the observation and stated that management had ensured that the uncoded items
were properly marked and the inventory up graded. He affirmed that more than one third of the citigenry of the
municipality remained fire unprotected as the Kissy and Aberdeen Fire Stations were without workable fire
engines. He said that was the main reason why the fire engines were purchased. He mentioned that during the
distribution, Management would ensure that both kissy and Aberdeen fire stations were provided with one fire
engine each. On the issue of the provision of Fire Hydrants, he stated that that was within the purview of the
Guma Valley Water Company. He said that Management wonld continue to raise the concern that for
¢fficient and effective fire fighting, Guma V alley Water Company (G WC) needed to be persuaded to reopen
all existing fire hydrants within the city.

Auditor’s Comment
Up to the end of the verification exercise, the Kissy and Aberdeen Fire Stations were without

operational Fire Engines; therefore the issue of the Fire hydrants remains untresolved.

GOVERNMENT PRINTERS (2012)
Refer to the Table of Common issues (Page 131) for observations.
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MAIN POINTS

®*  What we examined
These are audits of the annual Financial Statements of the Public Enterprises and Commissions.
The audit includes a formalised risk-based audit planning process; a review of internal control
systems and procedures; physical examination of assets; substantive verification of samples of
transactions to supporting documentation and such other tests as may be necessary in the
circumstances. The focus is upon conducting an in-depth examination of the Financial
Statements and to determine whether they present a true and fair view of the financial position
and operations for the accounting period under review. In determining what is true and fair the
criteria used are the set of accountancy principles and financial disclosure requitements used to
create the Financial Statements. These are set down in the professional requirements and
guidance of recognised accounting standard bodies and to some extent in the law. Generally,
public enterprises and commission each have distinct enabling legislation with which they must

comply. Our audit examination includes a review for compliance with such legislation.

Audit teams examined the underlying accounting records, ‘the books’, from which the financial
statements are prepared as well as the system of internal control in place to ensure the accuracy
and overall integrity of how business is conducted. The examination is done in accordance with
well-codified and accepted professional auditing standards and ethical requirements recognised by
the public and private sector auditing profession around the world. At the end of the examination
the auditors issue a short-form report called an Opinion to shareholders in this case generally the
Board of Directors set up by Government and also issue a Management Letter focusing on
matters of importance in need of being addressed by management.

=  Why it is important
There is a public financial management principle embodied in the phrase ‘whole-of-government’
which strongly supports that for financial reporting purposes, as well as transparency and
accountability, the government accounting entity should include all bodies coming within its
ambit of control.

Public Enterprises and Commissions are within the GoSL’s ambit of control. They ate created for
varying legitimate reasons by governments everywhere. Their functions tend to be discrete
activities of a commercial, semi-commercial or social policy nature or a combination of all of
these. By their legal nature they are more arms-length from government than MDAs and as such
are more remote from the scrutiny of Parliament. It is this remoteness, combined with the fact
that to varying degrees they both earn and expend public funds, which makes scrutiny by an
independent external auditor on an annual basis all the more important.

In Sierra Leone, Public Enterprises and Commissions catry out a broad range of functions. They
are in the critical areas of water and power supply, road construction, tertiary level education,
narcotics control, banking, ferries and shipping, telecommunications and mineral resources to
name but a few. As such they represent a significant amount of economic activity in Sierra Leone
and have a major impact on infrastructural development as well.

For all of these reasons the audits of Public Enterprises and Commissions ate of considerable
importance.
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What we found
In general and across virtually all Public Enterprises and Commissions the significant matters
identified in the audit examinations fall into the following areas:

® Poor bank, cash and imprest account management practices;

=  Missing supporting documentation for transactions;

= Inadequate use of or a failure to use Asset Registers; and

® Failures to deduct withholding tax from supplier remittances.

There are also instances of poorly managed or largely non-existent document filing systems;
inadequate personnel records; payroll calculation errors and less than well-functioning internal
audit departments.

These observations are expanded upon in greater detail in the paragraphs to follow. Overall they
suggest a need for greatly improved financial management with a clear focus on basic principles
of internal control, e.g. appropriate segregation of duties and sound procedures for authorizing,
recording and reporting transactions.

Detailed Findings and Recommendations

Non-Submitted Accounts

As at 31 March, 2013, the following Public Enterprises and Commissions had not submitted their
Accounts for the 2012 Financial Year.
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COMMON ISSUES
A number of audit issues to be reported apply to several institutions. These common issues are
outlined in the paragraphs below Table 9.2 shows to which institutions each of these issues relate
and, where appropriate, values are also included. It should be noted that only the most common
issues are addressed here. Other audit issues are reported under the report sections relating to

specific public enterprises.

=  Payments without supporting documents
Section 73(1) of the FMR 2007 states that all disbursements of public money should be supported
by an appropriate payment voucher and other relevant documents. Supporting documents for
payments made by Public Enterprises, totalling Le3,079,136,386, were not presented for audit
inspection during 2012. As these documents were not made available, there is a risk that these
payments were for goods or services that were not actually delivered to the respective institutions.
In addition, it was impossible to conclude as to whether these payments had followed the proper
procedures as set down in law. It was recommended that all supporting documents in relation to
these transactions should be submitted to ASSL for inspection and, in future, ALL supporting

documents must be attached to PVs and retained for audit purposes.

=  Payments without adequate supporting documents
Other disbursements, totalling Le1,906,808,835 were undertaken for which some supporting
documents were submitted. However, the nature of these supporting documents was insufficient
to fully substantiate the payment concerned. For example, payments should be supported by
receipts, invoices, delivery notes and other relevant documentation as well as the payment
voucher. It was therefore recommended that the institutions concerned should submit the
relevant supporting documents to ASSL. In future ALL supporting documents should be

retained and made available for audit inspection.

=  Imprests without retirement details
The sum of Le67,410,000 was used as special imprest for activities undertaken by vatrious
institutions for which retitement details were not were not available for inspection. It was
therefore recommended that the institutions concerned should submit retirement details to ASSLL

for verification.

*  Withholding tax not deducted and paid to the NRA
During the audits of public enterprises conducted during 2012, it was identified that withholding
taxes totalling Le149,621,842 were not deducted and paid to NRA as specified by section 117(4)
of the Income Tax Act 2000. All Heads of PEs should ensure that withholding taxes are deducted
propetly and paid to NRA. The amounts identified during the audits must be recovered and paid
to NRA. Evidence of payment should be forwarded to the ASSL for verification, and the
Commissioner of Income Tax should take the necessary action.

The Government of Sierra Leone relies on tax revenue to finance key public services. Failure to
propetly and fully deduct, collect and remit withholding tax reduces available government
revenue and, ultimately, reduces the level and quality of public services received by citizens.

®*  Monthly Bank Reconciliations Not Prepared

A number of Public Enterprises audited did not perform monthly bank reconciliations during the
period subject to audit.
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Inadequate control over cash is a common issue across the Sierra Leonean public sector. It is
critical that institutions properly reconcile the statements received regularly from commercial
banks and cashbook records maintained within the institution. This ensures that accounting
entries recorded in the cashbook represent all transactions carried out and that amounts recorded
are correct. Failure to reconcile the bank accounts in such a way raises question marks not only of
the cash balance recorded in the Cash Book but also over revenue and expenditure items
reported.

It is critical that ALL public sector institutions perform bank reconciliations shortly after the end
of each month. All differences should be fully investigated and the appropriate corrections made
to the Cash Book. Reconciliations should be petformed by a finance officer and signed as

reviewed by a senior finance officer.

Fixed Assets Registers Not Maintained

A number of Public Enterprises audited did not maintain Fixed Assets Registers. This
contravenes section 231(1) of the FMR 2007. Failure to maintain a Fixed Asset Register makes it
virtually impossible to maintain adequate control over assets held. In addition, these registers are
necessaty to support fixed asset balances and depreciation expenses as presented in the financial
statements.

Fixed Asset Registers should be introduced immediately and the Heads of Public Enterprises
must ensure that the location and state of all assets are checked on a regular basis, evidence of

which must be documented.

Fixed Assets Registers not updated

Some institutions maintain Fixed Asset Registers that were not fully up to date. Verification of
assets carried out during some audits identified that some assets acquired were not propetly
included in the registers. This means that assets may have been misappropriated and that the
financial statements of the respective institutions have been misstated. Management must ensure
that all Fixed Asset Registers are updated on a regular basis and include all assets purchased and
disposed of.

No Internal Audit Unit

A number of public enterprises do not have any internal audit function. Internal audit function
helps to ensure that financial and operational controls are operating as intended within the
organisation. It gives the respective Boards of these institutions assurance that managements are
implementing appropriate control mechanisms and that those mechanisms are being complied
with. It was recommended that the Heads of Public Enterprises should ensure that internal audit
units were established with immediate effect and that those units begin operations as soon as is
practicable.
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9.1.

9.1.1.

9.1.2.

9.1.3.

BANK OF SIERRA LEONE (2011)

Destruction Of Mutilated Notes

A review of the Security Register maintained for the destruction exercise of mutilated notes revealed
that the presence of the Internal Audit representative, though required by bank policy to be present
during the destruction process, was minimal and in some cases not present at all. It was therefore
recommended that representatives from internal audit must be present at all times during the
destruction of mutilated notes from initiation to completion as per Section 18 of the Manual of
Operations for the Banking Department.

Official’s Response

The Director stated that in order to forestall the impairment of its independence and contravention of its role as defined
in the Internal Audit Charter, the Internal Audit Department had discontinued participation in the Note Destruction
Exercise since 2009 and according to the revised procedures, independent observers were present at the destruction
excercise which was subject to random checks by the Internal Andit Department. He however said that at the time of
the andit the changes relating to Internal Audit participation in the Notes Destruction exercise were not reflected in the
Manual of Operations of the Banking Department but action had later been taken by the Banking Department to
reflect the said changes in the Manunal of Operations for Currency Management.

Safeguard Of Assets At Kenema Branch

As part of the review process, the auditors visited the Kenema Branch of the Bank and noted that
there were major flaws in the security system. The CCTV cameras, fire and police alarms, and fire
extinguishers had been non-operational since 2004 despite several memos from the head of security
at the branch to head office in Freetown for management to remedy the situation. It was
recommended that those essential security equipment should be serviced or replaced and put in good
working condition so as a safeguard against theft or any other perils that the Bank may experience.

Official’s Response

The Director stated that the procurement process for the replacement of the fire extinguishers and Fire Alarm System at
the Kenema Branch which was budgeted for in the 2012 Capital Budget had commenced and action wonld be taken to
explore the possibility of introducing the Police and Alarm System. He said that the CCTV System would be acquired
in 2012 under the WAMZ Payments System Project financed by the African Development Bank.

Long Outstanding Items In Fixed Assets Holding Account

Certain items amounting to Le455,000,000 were acquired in 2010 and categorised as fixed asset
holdings in the general ledger and had still not been capitalized. Those items were still part of fixed
asset holdings up to the time of the review. However, comments provided by the General Services
Department were insufficient, inappropriate and unconvincing to address the situation. It was
recommended that management should look into the circumstances surrounding those assets for
eventual capitalisation and effective safeguard controls.

Official’s Response

The Director stated that the observations bad been noted and that action wonld be taken to transfer all completed
projects in the Fixed Assets Holding Schedule to the Fixed Assets Register.
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9.14.

9.1.5.

9.1.6.

9.1.7.

Non-Reconciliation Of Trial Balance Value To The Fixed Assets Register

A difference of Le771,245,489 was observed in the cost of fixed assets between the General Ledger
balance and the Fixed Assets Register. It was recommended that on a regular basis, management
should ensure that the Fixed Assets Register was reconciled to the General Ledger.

Official’s Response

The Director stated that the Fixed Assets Register and the Trial Balance were yet to be reconciled in respect of the two
assets categories. He mentioned that the difference between the Fixed Assets Register and the General Ledger for the
Premises Assets Category was the cost of the dispossessed land at Tokeh which was part of the year 2010 audit
adjustments which was not reflected in the Fixed Assets Register.

Under utilization of The Leone Lodge

In the course of the audit, the Leone Lodge was visited and it was observed that the building was
unoccupied and used as store for materials purchased for the Tokeh Resort Center. The building
was occupied by the former Governor and since his removal from office in 2007 it had remained
unoccupied. It was recommended that management should take positive steps, possibly leasing it in
order to maximize the use of the facility.

Official’s Response
The Director stated that the Bank was considering the possibility of repairing/ leasing the I eone 1 odge.

Retirement Of Advances For Gas And Oil

Cash advances were given to staff at head office in respect of gas and oil in transit. However they
were not being liquidated on a timely basis. Investigations revealed that there was no time line
established by management for the retirement of receipts or un-utilized cash. It was recommended
that management should set the maximum period for which cash advances should lapse before
liquidation and on a quarterly basis a review should be done on that account with notice sent to

defaulters with appropriate punitive measures.

Official’s Response

The Director stated that the long ontstanding amount in the Adyance Cash Schedule for the purchase of 45 gallons of
fuel had been retired and a separate account had been opened to reflect and monitor the 872 litres of fuel held at
National Petrolenm Company, Cotton Tree for varions Bank’s vebicles and generators. He also said that to ensure
that long ontstanding items in the schedule were cleared on a timely basis, management was reviewing a proposal that all
unretired adpances should be deducted from salaries of staff concerned after two reminders had been forwarded to them.

Inactive Accounts Maintained

The bank maintained current and suspense accounts some of which were used as a pipeline to
transfer funds to government projects, which had either been concluded or terminated. Others were
opened for community banks which had since been liquidated. However, our investigations revealed
that staff at the banking department could still have access to those accounts, rather than being
transferred to a separate group called inactive account, inaccessible by staff unless approval by senior
management. It was recommended that management should formulate a working policy for inactive
accounts in which they may stipulate the period of inactivity after which inactive accounts must be
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9.1.8.

9.1.9.

9.2.

9.2.1.

transferred to a dormant account, also the level of authorization before the account should be moved

from such grouping to a normal current account should be clearly stated.

Official’s Response
The Director stated that the Bank was in the process of developing a policy on the treatment of dormant accounts.

No Updating Of Stock Records

A year end stock count was performed by management and the stock count sheet was made available
to the auditors. Our review of the same revealed that items with zero quantity at hand as at balance
sheet date were showing up either positive or negative value balances. These were not adjusted for in
the books of the Bank during the period under review. It was recommended that going forward
management should ensure that figures in the General Ledger must agree with the stock reports and
any differences noted should be reconciled and timely investigated and cleared.

Official’s Response

The Director confirmed that the andit exercise revealed that there were some stock items with nil quantities but with
monetary values and that the said system error had also been identified during the stock-take exercise conducted by the
Bank. The issue is being investigated and appropriate action will be taken to regularize the records.

Disaster Recovery Plan And Business Continuity Plan

There was no evidence of an approved and comprehensive Disaster Recovery Plan/Business
Continuity Plan to ensure that its critical Information Technology infrastructures were safe in an
unforeseen event such as the event of a fire disaster. It was recommended that a complete Disaster
Recovery Plan and a Business Continuity Plan be put in place for the recovery of the Bank’s core
systems in the event of a disaster.

Official’s Response
The Director stated that the Disaster Recovery Plan which was tested on a periodic basis had been reviewed to include
detailed impact and threat analysis.

Refer to the Table of Common issues (Page 214) for further observations.

BANK OF SIERRA LEONE (2012)

Inaccurate Depreciation Charge

There were errors in the system for depreciation calculation to the extent that, depreciation charges
for premises were overstated by Le835,000,000. In addition, differences were observed when
comparing depreciation charge by the system and those recorded in the Fixed Assets Register. It was
also noted that there were no regular monitoring, supervision, reconciliation and review of the Fixed
Assets Register during the year which could have detected those differences. It was recommended
that although an audit adjustment had been effected to normalize the situation, a formal
reconciliation of the Fixed Assets Register, the ledger and review of journals before and after posting
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9.2.2.

9.2.3.

into the system by appropriate employees should be performed on a monthly basis, documented and
approved by management. All differences will then be followed up and cleared promptly.

Official’s Response
The Director explained that errors referred to had been identified and action taken to raise the necessary entries. We
note the external anditors’ observations on the non reconciliation of the ledger and register.  Action wonld be taken be

said to recommence work on the reconciliation exercise on a regular bass.

Security And Safety Lapses At The Kenema Branch

The following security and safety lapses were identified during our review of the Kenema branch:

= There were no fixed security alarms around and inside the Bank’s premises;

= The fire alarms and smoke detectors were not operating effectively;

= The fire extinguisher canisters located throughout the bank were not upgraded to ensure that
they were operational and the security staff had not been trained in using them.

* There were no fire trainings held for employees throughout the year like fire drills since 2007.
The last time the canisters were upgraded was in 2004 according to information from the senior
security officers;

=  There was the need for a larger backup system to be uploading all the information on the sixteen
(16) CCTV cameras, as all information recorded on the present one was erased after 60 days;

= At the main entrance, one of the glass walls was broken and needed to be replaced; also the
entrance glass door needed to be re serviced as it did not open with ease;

*  Most of the air conditioners were inoperative.

* Inside the vault room, the floor and ceiling had been damaged by water that leaked in when it
rained.

®  There was only one exit point from the vault to the main entrance of the bank.

*  One of the generators for the security lights generators was out of order and needed to be
repaired.

= It was recommended that management should address all the above security flaws in order to
protect the assets of the Bank.

Official’s Response
The Director promised that most of the queried issues would be addressed under the renovation of the Banking building
and that action wonld be taken to service the fire extinguishers and the CCTV cameras.

Adequacy Of General Provision On Loans And Advances

Our review of the bank’s loan portfolio focused on determining the levels of provisions necessaty to
reflect the fair values of the advances and also to assess the adequacy of general provision made in
compliance with IFRS. Our evaluation was therefore based on the loss percentage as regards
historical provisions of the bank and the emergency period, defined as; the time it takes for
management to identify delinquent loans and the period it takes for the loan to become bad. It was
noted that the bank has not made any general provision and as such a general provision of
Le55,710,242 was required. It was recommended that the bank should adhere to IAS 39 Financial
Instruments: Recognition and Measurement in respect of loan provisioning.

Official’s Response
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9.2.4.

9.2.5.

9.2.6.

The Director stated that the auditors recommendation had been adopted and the necessary journal adjustments wonld be
effected.

Manual Recording And Poor Filing System With The Financial Market Department

The Financial Market Department maintained manual records for transactions on investment
securities. The filing system was very poor making it difficult for retrieving/tracing of relevant
supporting documents. It was recommended that the Financial Market Department should improve
on its record filing system to facilitate effective referencing.

Official’s Response

The Director stated that the records of the Bank’s holdings of treasury securities were held in ledgers and were also in
Microsoft Excel spread sheets. Going forward, under the WAMZ/ ADB Payment System: Project, he said that the
Bank wonld implement the Scriptless Security Settlement Software (S55S) and the RGTS in 2013 which would

address the issue.

Inaccurate Computation Of Accrued Interests On Loans To Community Banks

Although the bank computes accrued interest on loans to community banks, this was not done
accurately based on the necessary parameters. Based on re-computation and test check by the audit
team, a difference of Le37,566,107 was noted between the audit team’s computation and the bank’s
computation. Although the error had been effected by way of audit journals in the audited financial
statement, the bank should ensure it takes into consideration all the necessary parameters i.c. interest
rate, start date of repayment of interest and the principal amount; just to ensure that all interest

computations were done correctly.

Official’s Response
The Director stated that the new method of computation for interest and principal payment had been adopted and the
necessary journal adjustments wonld be effected.

Repayment Of Medical Expenses

During our review of Other Income, we noticed that there were some staff who exceeded their
medical scheme limits, and as a result, the excesses above their limits should have been deducted
from their monthly salaries. However, the deduction of those excess amounts from staff salaries was
discretional. There appeared to be no policy on the bases of which those deductions are made. It
was also noted that those deductions for excess medical expenses were currently being treated as
sundry income by the bank; this method was not consistent with proper accounting treatment as they
should have been reduced from the medical expenses where the original debits were posted. It was
recommended that management should adopt a more systematic approach in deducting the excess
medical expenses from staff salaries and that deductions must be done on a monthly basis and it
should be spread over a period depending on the amount involved. The bank should also adopt a
consistent policy on the deduction of excess medical facilities utilized by staff. In future, all
deductions relating to the above should not be treated as other income but these amounts should be
used to reduce whatever medical costs had been posted into the accounts for the staff.

Official’s Response
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9.2.7.

9.2.8.

9.2.9.

9.3.

The Director stated that a policy would be put in place to address the issue.

Accounting For Accrued Charges

An advance payment of Le74,071,661 made in respect of calendars and diaries for the period was not
deducted from the total amount of Le246,905,537 set aside as provision as at balance sheet date. It
was recommended that all advance payments made before the balance sheet date should be deducted

from the total provision made so as to reflect the true liability as at year end.

Official’s Response
The Director stated that the accounting for accrued charges wonld be modified accordingly.

Long Outstanding Retention Monies
Long outstanding balances of retention from contract sum were noted as far back as the year 2006.
We were not provided with any reasonable explanation in respect of the details of the long

outstanding nature. Below is a list of the details:

Date Details Amount
Le
24.04.06 Nimo Const. Retention iro of repairs to Middle hill Lodge 1,920,891
06.12.06 Fabra — retention iro const Resource centre Tokeh 113,603,255
30.08.07 Tra-Meyer Ltd — retention iro construction of Zimmi C/Bank 8,037,450
123,561,597

It was recommended that the details of the liability be available for reference purposes and to

ascertain their accuracy and existence.
Official’s Response

The Director in his response stated that the retention money regarding Fabra, had been paid with the Valuation Certificate
and was indicated in a letter dated March 31, 2011 and forwarded to Messrs Fabra. He added that Nimo Construction
retention in respect of repairs to Middle Hill Iodge and retention in respect of construction of Zimmi Community Bank wonld be
taken back o profit.

Summary Of Matters Previously Raised

This section summarises the status of matters previously reported:
® The fixed assets register was still not updated

= The Leone Lodge was still underutilised.

Refer to the Table of Common issues (Page 214) for further observations.

ROKEL COMMERCIAL BANK LTD (2012)
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9.3.1.
9.3.2.

9.3.3.

9.3.4.

9.3.5.

9.3.6.

Review Of Issues Of Previous Management Letter

Financial Asset

In the previous management letter, the auditors highlighted issues relating to the valuation of some
of the bank’s financial assets. In some instances, the assets included receivables which had been
long outstanding, calling into question the likelihood that those items would eventually be
recovered. Impairment provisions for those accounts had been made in the Financial Statements,
but they required management’s keen watch on their performance.

Contingent Liability
Provisions for payouts had been made in the accounts in the event that judgement against the bank
in the lower courts was upheld.

Loans And Overdrafts Not Properly Classified

As required by the Central Bank’s prudentials, loans and overdrafts must be classified into
categories with the level of provision for impairment for each facility depending on its
classification. It was however noted that some of those loans and overdrafts were not propetly
classified in the draft reports submitted at the end of the year. It was also noted that a Kenema
branch customer, Capitol, was granted an overdraft facility of Le4,000,000,000 for which the
collaterals were: Equity mortgage, Lien over export proceeds and Personal guaranty of Directors

Outstanding Items Noted In Reconciliations

A list of outstanding items was noted in the reconciliations, some of which were transacted in 2008
and 2009. It was therefore recommended that the previous recommendations should be re-visited
in a bid to have them implemented.

Official’s Response

The Managing Director in bis response noted the anditors’ comments and stated that they were regularly reviewing the
accounts and taking action accordingly. He said the account had been marked for reduction and that the customer bhad
made substantial deposits to liquidate the overdrafft.

Cash And Bank

Under IAS 29, the effects of changes in Foreign Exchange Rates, statement of financial position
items must be translated using the closing period exchange rate. The auditors however noted the
following differences between the trial balance and the cash count certificate (as translated using the
closing mid rate) for foreign monies (Dollars) for the following branches:
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Also the following translation difference was noted in the Nostro account:

Differences wete also noted between the trial balance and the clearing suspense/un-cleated effects
reconciliation for the following banks:

It was recommended that the Statement of Financial Position items should be translated at the
closing rates and reconciliation controls be propetly monitored.

Official’s Response

The MD mentioned that it was the practice of the bank to revalue foreign currencies at two different rates, one for
Notes” and the other for Transfers’. He however stated that management had noted the andit recommendation and
wonld look into that aspect in line with LAS29.

9.3.7. Loans And Overdraft Review
It was noted that collaterals/securities held on loans and overdrafts for the following customers wete
inadequate for their respective exposures:
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We noted that collaterals/securities held for AGICs for the following customers were inadequate for
their related exposures:

Although loss provisions were made for these items, it was recommended that efforts should be
made to obtain adequate collaterals for facilities granted.

Official’s Response

The comments of the Managing Director were as follows:

“We note your comments and advise that whilst we endeavour to obtain adequate security for facilities granted to
customers, customers’ requests are subjected to full appraisals based on accepted canons of good lending.
Notwithstanding the above, efforts are being made to continuously perfect/ increase the level of security held on bebalf of
customers to protect the Bank’s interest.

Regarding the accounts mentioned in the report we comment as follows;
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Leone Lodge PL.C

Modcon

D &S Group

Union Fishing

Upwards —SL

Freetown City Conncil

Wingin Heavy Duty

CSE

Camserv SL.

Rapid International
S8'S Daswani
International Proc
SLBC

Safecon SL Lid

We confirm that the mortgage in respect of the Taia Resort property has been registered
and documents beld in securities.

We are in the process of up-stamping the debenture. We adpise that mortgage in respect
of 15B Charlotte Street property has now been signed by customer to be registered and
stamped to cover (RSC) Le3,000,000,000 fo further secure the Bank's interest.
Guarantees and Overdraft positions have since been regnlarized. We presently hold Lien
Sunds of Le7,000,000,000 which fully covers Letters of Credit issued on bebalf of
customers. In addition, we hold confirmation of payment from the Government of Sierra
Leone with regards to the projects.

Mortgage to be prepared for properties.

The legal mortgage in respect of the Kennedy Street is being up stamped to
Le8,000,000,000. We also advise that the said property is not Leasehold but a
Freebold.

We are pursuing legal action. Judgement obtained in our favour.

We hold domiciliation letter for contract financed in addition to the debenture held. We
advise that legal mortgage in respect of property at Waterloo has now being signed by
customer to be registered and stamped to cover (RSC) Le900m.

We hold domiciliation letter from the Government of Sierra Leone for contracts awarded.

Facility is 92% covered by legal mortgage of Freehold property at Regent Road, Lumley.
We also advise that the said property is not Leasebold but a Freehold.

We are in the process of obtaining security to adequately cover the exposure.
MF fully covers present balance on account as customer is paying off debt.

We are in the process of obtaining additional security from customer.

We are pursuing legal action and have obtained judgment for payment of debt.

We are pursuing legal action. Judgement obtained in our favonr.

We note your comments and advice that the Bank’s liability under Bonds and Guarantees is secondary in nature i.e.
the Bank’s liability is contingent upon the occurrence of a future event.

We state that Bonds/ Guarantees are made available to customers with good performance and proven track records
after proper appraisal, review and assessment.

Additionally, we request irrevocable letters of domiciliation from contract awarding bodies indicating that entire contract
proceeds will be channelled through the customer’s accounts with the bank until the contract is completed.

We confirm, notwithstanding the above that adeguate collateral is obtained for facilities granted under Bonds and

Guarantees.”
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9.3.8.

9.3.9.

Other Assets

Lists of outstanding items in the BNFCs reconciliations which were transacted as far back as in 2008
and 2009 were noted. It was recommended that the lists of long outstanding items should be
reviewed and if appropriate written off.

Official’s Response
The MD stated that those items had been transferred to the ‘Unreconciled Nostro” account and further investigation
was being conducted on them.

Other Liabilities
It was noted that a list of outstanding items in the following reconciliations/extracts, had some which
were transacted as far back as the early part of 2011:

Account Type Branch(s)

BP 3 Saika Stevens Street
Unclaimed Transfers Kenema & Congo Cross
Sundry Persons Koidu, Kenema & Congo Cross

The auditors were not provided with a list of individuals/institutions for the following unclaimed
balances:
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9.3.10.

The auditors noted a difference between the listings and the General Ledger for the following:

Unclaimed Savings:

General ledger 2,679,744,829
Account listing 2.634.836,502
44,908,327

Unclaimed Current

General ledger 523,914,156
Account listing 516,458,376
7,455,780

A list of individuals/institutions detailing dividends totalling Lel,788,396,814, payable as at
315t December, 2012, was not provided for inspection. It was recommended that the list of long
outstanding items should be reviewed and if appropriate, written off. In addition, a comprehensive
list and supporting evidence must be obtained and filed to support control account balances; the
differences should be investigated and the ledger accounts adjusted if appropriate.

Official’s Response
The MD stated that they were at the time overhanling the entire unclaimed balances records with a view to reconciling
all outstanding balances. The exercise, he said would be completed by 315t August 2013.

Property, Plant And Equipment

Section 17(1) of the National Public Procurement Act requires that a procurement related function
should be carried out by persons trained and knowledgeable in procurement, in accordance with the
guidelines and qualification requirements established by the Authority. However, there was no
evidence to confirm that the above could be said for some procurement committee members.

The first schedule of the National Public Procurement Act established different thresholds for the
procurement of goods, works and services using Shopping Procedure, National Competitive Bidding
(NCB), and International Competitive Bidding (ICB). The auditors were not provided with any
evidence that the different thresholds guided procurement officers in the procurement undertaken in

2012. Please see examples of some of those cases below:

The bank applied for a “no objection” from the National Public Procurement Authority for the
purchase of a generator for their Kenema branch costing 1.e96, 525,000. The audit revealed that the
bank solicited five proforma invoices from different suppliers. However, it was obsetrved that the file
for this procurement activity was not complete. The bidding documents issued to those suppliers and
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9.4.

9.4.1.

9.4.2.

9.4.3.

the evaluation report could not be located. The Bank was advised that persons charged with
managing its procurement activities should be trained in procurement, in accordance with the
guidelines and qualification requirements established by the NPPA and that the threshold established
by the Authority for the procurement of goods, works and services must be adhered to.

Official’s Response

The MD in his response confirmed that training sessions bad been organized for staff involved in the procurement
process and they had identified staff who had undertaken procurement studies and had been suitably deployed. He
added that the items under referenced relate to software supplied by authorized and accredited local service providers as
upgrade for existing systems and that they had no choice in the matter.

SIERRA LEONE COMMERCIAL BANK LTD (2012)

Review Of Management Letter For The Year 31t December, 2011

It was noted that action had not been taken on loans and advances classification and customers’
loans and advances exceeding the approved limit which was raised in the 2011 report. It was
recommended that those matters should be addressed promptly.

Review Of Recurrent Budgets

An analytical review of the budget for 2012 noted differences between the budget and the operating
profit and loss. It was recommended that budgets prepared must be done to reflect the true expected
performance of the Bank and that targets should be set to motivate or challenge managers. It was
also recommended that a detailed investigation should be done on the question of adverse variances
and evidence of action taken documented for reference.

Loans and Advances

The auditors reviewed the 50 largest exposures in the Bank’s Advances Portfolio during the audit and

observed the following:

o Integrated Engineering Services
The Bank granted the customer an Advance Payment Guarantee (APG) of Le4,024,000,000,
the value of the security amounting to Le2,4000,000,000.

. Barris Construction and General Supply
No collaterals were obtained from the customer for the overdraft facilities and the
performance bond of Le332,000,000.

. Jozanrose Construction Enterprise
The balance on this account exceeded the value of the security which stood at Le180,000,000,
the current facilities: Le621,150,000.

. International Construction Company
An Advance Payment Guarantee (APG) of Le4,500,000,000 was granted to the customer on
the legal mortgage that was used in securing an overdraft, the value of the security was
Le2,600,000,000.

. Premier Investment (SL)
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The current facility of the customer was in excess of the single obligor limit as stipulated by the
prudential guidelines of the Bank of Sierra Leone. The facility balance of Le19,800,000,000 also
exceeded the security which stood at Le10,500,000,000. It was recommended that Management
should take action on those issues of loans and advances.

" Loans and advances classification
In accordance with the prudential guidelines of the Central Bank, loans and advances are
required to be classified into four different categories as follows (current, substandard, doubtful
and loss). The categorisation determines the level of provisions to be made. It was however
noted that some of those loans and advances were not propetly classified in the draft reports
submitted to the auditors. It was recommended that a monthly review of all advances should

be done so that classification and impairment provisions could be arranged accurately.

Cash And Bank Balances

A difference of Le 520,503,047 was noted between the trial balance figure and the auditors’ analysis
of the Nostro Account balances. The auditors reviewed the Siaka Stevens Street Branch treasury
register and noted that cash held in the vault in some occasions exceeded the Bank’s insurance limit.
Date Amount (Le)

21.04.2012 10,782,185,805

24.05.2012 12,462,785,805

25.05.2012 10,430,035,805

26.05.2012 10,238,035,805

21.08.2012 10,053,100,805

The auditors reviewed the branch’s Vault Cash Register and observed that in some instances there
was no evidence of dual access control. In addition, the Foreign Exchange Register was not signed
off by the ‘A’ Signatory during the month of January 2012. Furthermore, it was noted that some long
outstanding items still remained in the Bank of Sierra Leone current account reconciliation
statements. It was therefore recommended that more efforts should be put into investigating and
reconciling the nostro balance difference. It was also recommended that, the Bank should ensure that
cash in vault did not exceed the amount covered by insurance and that dual control in the vault must
be more effectively monitored. Furthermore, the long outstanding items mentioned should be
investigated.

Accounting Entries Still Under Investigations

It was noted that some of the operational suspense accounts with significant balances at the end of
the year were still being investigated. It was recommended that management should step up its effort
to investigate those balances and have the accounts propetly reconciled.

Customers’ Deposits

A difference of L.e163,013,543,000 was noted between the consolidated customers’ balances and the
trial balance amount. The auditors were not provided with the list of dormant accounts reactivated
during the year under review. It was recommended that all accounts and balances should be regularly
reconciled and that in future a comprehensive list of dormant accounts reactivated during the year
must be maintained for reference.
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Internal Audit Review

The Internal Audit Department could not provide the auditors with the Audit Work Programme for
the year ended 315t December, 2012. It was recommended that in future the work plan should be
filed so that it can be easily retrieved for reference.

CCTVs Not In Good Working Condition

During the physical verification of assets at the branches, it was noted that only the Siaka Stevens
Street Branch/Head Office CCTV was in good working condition. It was recommended that regular
repairs and maintenance of CCTVs at all the branches had to be done to ensure that those controls

were propetly and effectively functioning.

Lapses observed in the review of the Information Technology (IT) Department

During our inspection of the I'T Department, it was noted that the server room was easily accessible
and the visitors’ log not properly monitored, in addition to the fact that there was delay in providing
information requested for. The auditors were also not provided with any evidence that backups were
done on a regular basis and kept outside the Bank’s premises. It was recommended that management
should implement strict controls in the IT Department and backups done regularly and stored in a
secured off site location.

Human Resource Management

The auditors reviewed the files of personnel employed during the year and noted that the
recommendations from referees were not received for staff employed in September 2012, and in
some of the files reviewed, there were no passport pictures of the personnel. It was recommended
that management should expedite action to address those anomalies.

Refer to the Table of Common issues (Page 214) for further observations.

NATIONAL REVENUE AUTHORITY (2011)

Suspense Account Figures Still Outstanding

We noted that the 2010 audited financial statement included a suspense figure of Le1,316,321,000.
However the 2011 financial statement presented for audit showed Le46,893,687. An Interview with
management revealed that the suspense account had been reconciled and cleared. However, the
journal entry, supporting documents and explanatory notes relating to this entry was not provided to
the auditors to substantiate the authenticity of the transaction.

Official’s Response

The Director of Finance, NRA stated that he noted the opening balance in the suspense acconnt but the overall effect of
the balance in the suspense was reduced when jonrnals were passed and adjustments made for property plant and
machinery, equipment, Investment, cash and cash equivalent and income tax liability. He mentioned in the same vein
that 1.646,893,687 reported in the account was calenlated devoid of the opening balances of 2010. He said that the
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Journal entry, supporting documents explanatory notes relating to the suspense accounts were then available for

verification.

Auditor’s Comment
Management had made efforts to effect the necessary adjustment by reducing the suspense amount
to Le746, 278,854. However, the issue is still unresolved.

Non Reconciliation Of Outstation Returns
The Authority did not reconcile returns received for the outstations, such as Gbalamuya, Lungi,
Sania, Dogolia, Kono, Koindu, Kailahun, Zimmi and Mano River Bridge.

Official’s Response

The Director of Finance stated that the returns from those outstations were normally sent to Customs and Excise
department for capture into their database and onward transmission to the database at head office. He mentioned that
it was at Customs that reconciliations and verifications were done.

Auditor’s Comment
Management’s explanation could not justify that the Authority reconciled returns received for the

outstations. Hence the issue still stands.

Understatement Of Payables

There was a difference between payable in the Financial Statement and the General Ledger
amounting to Le473, 882,867. Furthermore, from our review of the payables, we observed that
withholding tax liability was understated by Le539, 813,266.

Official’s Response
The Director of Finance stated that he recognized the error and wished to make the necessary adjustments.

Auditor’s Comment
The understatement of Payables is partially resolved. Journal entries were effected for L.e473,882,867
out of the Le 539,813,266 payables understated. Hence the issue is still unresolved.

Refer to the Table of Common issues (Page 214) for further observations.

SIERRA LEONE PORTS AUTHORITY (2012)

Procurements of Consultants

On the 27% of August and 10% December, 2012 an approval was sought from the National Public
Procurement Authority by the Sierra Leone Ports Authority to engage the service of both a Human
Resource Consultant and a Financial Consultant. In reply to the SLPA’s request, it was advised that
for such service that fell within the range of a small value contract, Consultant’s Qualifications
should be used. This required that consultants, who the procuring entity had identified as having the
required skills and competence to carry out the service, must be contacted and requested to submit
their curriculum vitae and charges. The one determined to be most responsive should then be hired.
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Our auditors were not provided with the names of the other consultants that were contacted and the
evaluation report which has the basis for the selection of a consultant. It was therefore recommended
that the institution should comply with all relevant procurement laws and regulations when carrying

out its procurement activities.

Official’s Response
The GM confirmed that management had noted the observation on the issue and wonld ensure that the Authority
complied with all relevant procurement laws and regulations in her procurement activities.

Auditor’s Comment
The Audit team was not provided with the names of the other consultants who were contacted and

the evaluation report; the above issue is still outstanding,

Non-performance of Contract

In 2010, a contract valued at $399,881 was awarded to Davis and Dan for the installation of
Navigational Aid. By December 2012 the sum of $71,977 had been paid to the contractor,
representing 20% of the total contract price as per contract agreement. It was observed that the
contract was not fully performed by the contractor. It was also observed that the contractor did not
submit an advance payment guarantee before payment was made as stipulated by section 56 (4) of
the NPPA Act, 2004. It was therefore recommended that the Authority should take action to ensure
that the contract was performed, or the contractor must refund the total amount which had been
paid to him.

Official’s Response

The GM replied that management had noted the observation on the issue and would take steps to ensure that the
Contractor performed his own part of the contract in accordance with the agreement. He also mentioned that
management was in the process of contacting the supplier.

Auditor’s Comment
No evidence of correspondence between SLPA and the Contractor was made available for

verification; therefore, the above issue is still outstanding.

No Debtor Management Policy

It was observed that there was no formal debtor policy governing the management of debtors. The
receivable balance of Le 13,207,418,000 should have been better managed and controlled if there was
a proper policy for the management of debtors.

<

According to SLPA’s invoice, payment must be made “within seven days of invoice date, crossed
cheques payable to Sierra Leone Ports Authority, after fourteen days, interest applicable at Bank of
Sierra Leone prevailing rates”. It was noted that even though some customers went far above this
seven-day credit period, no penalty charges were levied on them. It was recommended that a formal
debtor policy be developed and enforced in order to minimise the possibility of bad debts. In
addition, client background checks and credit worthiness assessments must be performed before
granting credits. Credits should only be granted to clients with good credit ratings. Furthermore,
internal controls should be improved upon and existing debtors rigorously pursued.

Official’s Response
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The GM indicated that management would ensure strict adberence to the new Credit Policy of the Authority and
Customers and Agencies wonld be informed accordingly.

Auditor’s Comment

The issue is outstanding.

Ageing Debtors

The Debtors Ledger revealed the following categories of debtors, goods in transit Le407,888,485,
other debtors Lel,369,173,314 and “unpaid deducted Sierra Leone Dock Workers Cooperative
Society” Le47,500,000. A review of the ageing analysis schedule showed that some of these debts had
been outstanding for an average of five years. It was therefore strongly recommended that a more
robust collection mechanism should be introduced for the effective collection of debts, and a
provision for bad debts made for those which were not likely to be recovered.

Official’s Response
The GM in bis response replied that Management had noted the observation. He drew the attention of the anditors to
the following:

Goods in Transit — Le407,888,485

From the above amount, Management had made full provision for Bad debt in the sum of 1.e95,000,000 in respect of
Larose Gaye in the financial statement for the year ending 319 December 2012.The remaining balance of
L.e312,886,486 which related to Davis and Dann Ltd for the supply of Navigational Aid which Management was
pursuing with the supplier.

Other Debtors Lel,369,173,314

He excplained that the above related to a loan given to two former SI.PA Board Members and Expenses incurred by
the Authority on bebalf of Ferry Mabera which were not settled. However, the Authority had made full provision in
the financial statement for the year ended 31+ December 2012.

Dock Workers Cooperative Society — Le47,500,000

The above amount, he said, related to a loan of Le360,000,000 given to the Dock Workers Society by the Authority
in 2006. 1e312,500,000 was repaid by the Society before it was closed by the High Court of Sierra Leone in 2011.
However, the Authority had made full provision in the financial statement for the year ended 31+ December 2012 for
the ontstanding balance of 1.e47,500,000).

Auditor’s Comment

The issues are still outstanding.

Debtors Circularisation

Out of the total debt of Le 13,207,418,000 circularized, the auditors only received Le377,075,400
worth of debtors’ confirmation representing three percent of the total debt circularized. It was
recommended that customers’ accounts should be reconciled regularly, as discrepancies can cause
disputes. An aged receivable analysis should highlight which customers had balances that were
overdue and should form part of a regular report to senior management along with details of action
that were to be taken to pursue the debts.
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Official’s Response

The GM stated that out of the total debt of 1e13,207,418,000 circularized, confirmations were received for
Le3,369,850,257 i.e. 25.5% of amount circularized. He mentioned that 76.1% of debts circularized had therefore
been acconnted for, whilst Management was pursuing the remaining debts of 23.9% circularization sent and that all

relevant documents were now available for verification.

Auditor’s Comment
The issue is outstanding

Staff Personal Files Not Provided For Imprest
The auditors were not provided with the personal files of some staff who were appointed during
the year under review. It was recommended that files must be kept for all employees containing all

necessary information with updates to reflect changing circumstances.

Official’s Response
The GM stated that management would design an appraisal form for all staff that wonld be completed by Heads of
Departments at the end of each year.

Auditor’s Comment
The issue is still outstanding.

No Evidence Of Staff Appraisals
It was observed that the Authority did not have any form of appraisal for its staff. It was
recommended that the Authority should develop and implement a written staff appraisal policy.

Refer to the Table of Common issues (Page 214) for further observations.

SIERRA LEONE AIRPORTS AUTHORITY (2012)

Sole Source Without Waiver

In Accordance with the Public Procurement Act, Sole source procurement may be appropriate upon
securing a specific waiver from the National Public Procurement Authority (NPPA); it was observed
that the Sierra Leone Airports Authority (SLAA) adopted the sole source method of purchasing a
vehicle at the cost Le71,000,000 without securing a waiver from NPPA. It was therefore
recommended that the Authority should ensure that a waiver was obtained from NPPA before doing
sole sourcing and must consider establishing a procurement unit considering the quantum of

procurements done.

Official’s Response
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The GM said that the vebicle in question was available only with one supplier at the time. He added that the anthority
of the head of the Procurement Commilttee was sought to use sole sonrce method to procure the vebicle at a total cost of
USD26,000. By the time the procurement was concluded, another brand of better quality as confirmed by the engineers
and sourced from another supplier at a total cost of USDZ20,000, he added. Considering the relative low cost and high
quality of the vebicle, approval was sought in favour of the second supplier thereby achieving the overriding objective of
having value for money.

Auditor’s Comment
The issue is outstanding,.

Procurements Not Included In The Procurement Plan

Procurement amounting to Le29,557,749,556 undertaken during the year 2012 were not included and
endorsed in the 2012 procurement plan. It was recommended that the Authority should ensure that
the procurement plan was adhered to and signed by the Procurement Committee Members to

confirm approval.

Official’s Response

The GM in his reply said that the procurement of Le29bn related to the ongoing modernization of the Terminal
Building Project and helipads, though fully budgeted for, was mistakenly omitted by the Procurement Committee, from
its plans for 2012.

Auditor’s Comment
The issue still stands.

Wrong Calculation Of Executive And Middle Management Rent Allowance

The calculation of tax deductions for rent allowances in respect of executive management and middle
management was wrongly done resulting in some employees being over taxed and some under taxed
amounting to Le17,610,469. It was recommended that the tax should be adjusted to reflect the
actual tax to be paid to NRA.

Official’s Response
The GM in his reply stated that steps had been taken to recover over payments and settle those under paid.

Auditor’s Comment
The issue still stands.

PAYE Not Promptly Paid To The NRA

Deductions of PAYE were not paid to the National Revenue Authority on a monthly basis as
prescribed by the income tax Act of 2000. It was recommended that the Authority should ensure that
PAYE deductions were paid promptly.

Official’s Response

The GM stated that they had cash flow problems then, but they had discussions with NRA officials in March 2013
and they reached a temporary arrangement of paying the current PAYELE in addition to one month arrears. This be
said, was working well with the hope of fully revitalizing the original agreement by September 2013 when they wonld
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have fully met their loan commitments. With the exception of December 2012, all the other months under reference
had been fully paid under the temporary arrangement as they were working to ensure that the balance payment was
made.

Auditor’s Comment
The issue still stands.

No rental agreement for SLAA’s Clients

Rental Agreements with Clients and Grant agreements with the World Bank and GOSL were not
provided for inspection. It was therefore difficult for the auditors to determine the basis on which
rents were charged and the conditions that were attached to the grant. It was recommended that the
Authority should take steps to draw up a service level agreement between itself and its customers. It
should also provide the grant agreements for audit verification.

Official’s Response

The GM stated that the commercial department had done a lot of work in that direction, with rental agreements
available for most of the customers. He said the only customers without rental agreements were those whose agreements
were being worked on, and those wonld be concluded “very soon”. He further said that the World Bank Grant was
negotiated and contract signed by Government which was in the custody of the relevant Government anthority. He said
they would contact the relevant anthority to obtain the signed contract.

Auditor’s Comment
Rental agreements were provided for only 20% (L.e296,417,175.4/1,482,085,877.53) of the total
rental income charged for the year ended 2012. Also, no grant agreement was provided for

verification. Hence, the issue still stands.

No Bank Statement or document for SCB UK Account.

Bank Statement or documents were not provided to prove the existence of the account held at SCB,
UK. Even though this point was highlighted in the previous audit, nothing was done to remedy the
situation. It was recommended that the Authority’s Management should take steps to make available

the documents to the bank accounts available for audit verification.

Official’s Response

The GM said that the accounts held at SCB were part of those accounts that were frozen following the garnishee order
that arose from the court case Sierra Leone had with Philip Brothers over the sale of agricultural produce. He said they
wrote SCB in September 2012 but had not received any reply. He however said they shall again write them a reminder
letter on that issue.

Auditor ‘s Comment
The issue still stands.

Inter-Banks Transfers Not Accounted For Promptly

Inter-bank transfers were not promptly accounted for in the Authority’s Cash Book and reported in
the General Ledger, causing unnecessary reconciling items and journal entries for the period. It was
recommended that the Authority’s management should ensure that Inter Bank transfers were
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promptly accounted for in their cashbooks and reported in the General Ledger in order to avoid

unnecessary reconciling items.

Official’s Response

The GM said that those were transfers that were done in Freetown due to the need to address nrgent funding of the
Leone acconnt but delayed to reach the Account office in Lungi. With the exception of those transfers all other transfers
were promptly accounted for in the books of account be concluded.

Auditor’s Comment
The issue still stands.

Administrative, Commercial & Planning Expenses Over spent

The administrative expenses, commercial & planning expenses & engineering & maintenance
expenses were over spent by Le2,110,784,898, Le133,536,510 & Le6,885,066 respectively. It was
recommended that the Authority’s management should ensure that proper budget planning was

done.

Official’s Response

The GM said that the administrative budget was over spent due to redundancy payments of Le3,700,000,000 made
in 2012 to redundant security personnel. That payment was not envisaged at the time of preparing the budget and was
therefore not budgeted for, he added.

Auditor’s Comment
The issue still stands.

No Database Of Debtors

There was no database of the Authority’s debtors; this made it difficult for circularization to be sent
for the confirmation of debts as information regarding addresses and age of debt was not available. It
was recommended that the Authority should provide the audit team with all relevant information of
their debtors and ensure that debtors responded to the circularization sent.

Official’s Response

The GM said that there was an existing credit control policy that was at the time being reviewed to ensure that existing
lapses were fully addressed. He stated that the age profile of debts was being maintained and a file was available for
review. He added that the old debts that had existed over 10 years related to dormant customers that they bad requested
NCP’s permission to write off but were advised to stay on action. Considering the remoteness of recovery, bigh
percentage provision was made, he said. He mentioned that they wonld again compile the list of old debts and ask
NCP’s permission to write them off.

Auditor’s Comment
The issue still stands.

Refer to the Table of Common issues (Page 214) for further observations.

SIERRA LEONE TELECOMMUNICATIONS COMPANY (SIERRATEL) (2009)
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Proper Procurement Procedures Not Followed

It was observed that proper procurement procedures were not followed for expenditure undertaken
in the sum of Le2,606,083,573. It was recommended that the company should ensure that
procurement processes were followed for all expenditure and may wish to establish a procurement

unit considering the quantum of procurements done.

Official’s Response

The GM stated that a procurement unit was not in place during the period. He however mentioned that a procurement
unit headed by an appropriately and gualified procurement officer with the relevant qualification and experience bad
been set up. He added that a procurement committee comprising of senior management staff to which the procurement
officer served as secretary had been set up to handle all procurement issnes. He said that Committee wounld ensure that
all procurement of goods and services conformed to the requirements of the procurement act and was in the best interest of
the company, concluding that the company relied on obtaining three pro forma invoices and quotations before deciding
where to purchase.

Auditor’s Comment
The issue still stands.

Difference Between The Expenditure Schedule And Expenditure Balance In The Financial
Statement

It was observed that a total difference of 1.e4,881,397,322 existed between the Summarised
Expenditure Schedule and the Financial Statement. It was recommended that Sierratel should ensure
adjustment of the expenditure balance to reflect the actual expenditure.

Official’s Response

The GM stated that expenses in the Financial Statement comprised of cheque payments made by Sierratel and
payments made by Teltac on bebalf of Sierratel. He mentioned that the analysis undertaken by the andit team seemed
to reflect only cheque payments made by Siervatel and did not include the Teltac payments.

Auditor’s Comment
Sample of electricity and fuel payment was provided to the audit team, but this also did not tie up
with the amount stated in the Financial Statement. The issue is still unresolved.

No Maintenance And Insurance Policy

There was no Maintenance and Insurance policy for the majority of the Assets. It was recommended
that the Company should implement a maintenance policy and ensure that all assets owned by the
company were insured.

Official’s Response

The GM stated that the company was in the process of formulating a maintenance and insurance policy that would
cover all assets

Auditor’s Comment
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The issue still stands.

Overpayment Of Funds To The Government Of Sierra Leone

As per joint agreement between Teltac and Sierratel, monthly payments of $ 50,000 were to be made
to the GOSL for poverty alleviation, but in the months of Oct, Nov, and Dec, overpayments of
$1,362, $30,878 and $1,251 were made to the Government of Sierra Leone above the monthly
payment of $50,000. In addition, GOSL was paid $200,000 in the month of April instead of $100,000
and no reasonable explanation was given for that variation. It was recommended that the reasons for
the overpayment should be given to the audit team to justify the revenue reflected in the financial

statement.

Official’s Response

The GM stated that according the tripartite agreement, Government, Celtel and Sierratel, Sierratel were to pay
US$175,000 from the gateway revenue and according to their records, the US$50,000 monthly payment related to a
loan repayment to the Sierra Leone Commercial Bank for cables and not for Poverty alleviation to GOSL as indicated
by the anditor. The differences related to exchange and bank charges. He mentioned that in November 2009, they
increased the payment amount to US$80,878 and even made a debt restructuring to consolidate both the Loan and
overdraft and increased the monthly repayment to US$100,000. The US§105,000 indicated in the schedule did not
relate to the Government of Sierra Leone payment but to an adpance monthly repayment to Teltac as was in the
agreement, he added. He further stated that the monthly contribution to GOSL accordingly to the Gateway agreement
was US§ 100,000 and the company had made all the payments of US$ 100,000 as per agreement. It was a miss
posting of USE 200,000 in the month in question and that was explained and adjustment had been made in the

account, he concluded.

Auditor’s Comment

The Teltac Agreement did state that a monthly amount should be paid to the Poverty Alleviation
account; which was made clear to the Director of Finance during the verification. Furthermore, we
were not provided with evidence of the loan repayment to Sierra Leone Commercial Bank and there

was no evidence of the adjustment made in the account, therefore the issue still stands.

Inadequate Supporting Documents In Respect Of Revenue

Amounts stated as revenue from national telephone, International Telephone and Telephone lines
rental totalling 1.e2,822,928,839 could not be verified as adequate supporting documents such as
receipts and bills issued to customers were not provided. It was recommended that Sierratel should
provide the necessary supporting documents to verify the completeness and accuracy of the amount

stated in the financial statement.

Official’s Response

The GM stated that a monthly analysis of local and international telephone revenne had been forwarded for further
verification.

Auditor’s Comment

During the verification exercise adequate supporting documents were not provided.

Inadequate supporting document in respect of CDMA revenue
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Revenue from CDMA data and voice totalling 1.e2,931,040,187 could not be accurately ascertained as
no recognised basis of revenue allocation was provided by Sierratel’s Management. It was
recommended that the company should recognise revenue that they can substantiate with relevant

documents and adjust the said amount on the financial statement.

Auditor’s Comment
The issue still stands

No Agreement Provided For United States Embassy Rent

The amount of Le22,200,000  stated as revenue from a United States (US) Embassy agreement
could not be verified as no agreement was provided. It was recommended that the Management of
Sierratel should provide the agreement to substantiate the amount stated as revenue from US
Embassy.

Official’s Response
The GM said that what was stated in the account was US Embassy maintenance and that related to an invoice for
providing a link to the US Embassy.

Auditor’s Comment
Adequate documents were not provided to justify the management’s response; therefore the issue still
stands.

Control Weaknesses In Revenue Collection

It was observed that the IT system which computed bills that charged customers, had no access
restriction in the inputting of data. For example, there was no password control to access the
computers; therefore, the auditors were unable to rely on the information generated from the system.
It was recommended that the I'T system should be updated with a user restriction on access controls.

Official’s Response

The GM stated that the billing system computers were restricted to specific users as the Land 1ines were currently not
working, no bills were produced and hence less security controls. He however mentioned that management wonld ensure
that appropriate security measures were put in place which would include restrictive passwords when the land line billing

system would be operational.

Auditor’s Comment

We did not evidence restriction to specific users.

Inadequate Supporting Documents In Respect Of Deferred Income

It was observed that amounts stated as deferred income totalling 1.959,575,312,000 could not be
verified, as the basis of calculation and supporting documents were not provided to the audit team. It
was recommended that management should develop a well-documented policy on how its deferred
income was to be calculated and provided for, in the financial statement.

Official’s Response
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The GM in bis response said that the amount of 1.6959,575,312 stated as deferred income related to the 35% of
recharge cards and internet activation paid for but not used at the end of the year.

He stated that provision was made because of prudency in acconnt as not all recharge cards purchased would be utilised
at the year end. For internet activation, most of the subscribers paid in advance of two to six months and by the year
end some would not have been used and therefore a liability on the company, he maintained.

Auditor’s Comment

During the verification exercise, adequate supporting documents were not provided to substantiate
the basis on which the deferred income was recognized in the financial statements. The issue still
stands.

Inadequate Supporting Document To The Other Payables

Amounts stated as other payables amounting to Le 1,591,713,000 could not be verified as a schedule
and other supporting documents were not provided. It was recommended that Sierratel should
provide all supporting documents in respect of the other payable balance and ensure that a proper
and updated record was kept and maintained in respect of the account balance in the financial

statement.

Official’s Response
The GM mentioned that the schedule for other payables had been enclosed for further attention.

Auditor’s Comment

No schedule for other payables was submitted for verification. The matter is therefore unresolved.

Inadequate Supporting Documents In Respect Of Trade Payables

Payable confirmation letters were sent to Airtel, Tigo, Chell Holding and Sprint to confirm payables
totalling Le 23,378,203,816 but no confirmation was received by the auditors up to the end of the
audit. It was recommended that Sierratel’s management should take adequate measures to get the

companies respond to the confirmation letters.

Official’s Response
The GM stated that he had sent all confirmation letters to the respective creditors but had not received response from

any.

Auditor’s Comment

No payables confirmations were received from creditors. The issue still stands.

No Responses To Bank Confirmation
No responses were received from bank confirmations sent out to various banks. It was
recommended that Sierratel should take frantic action to ensure that the Banks responded to the

circularisation.
Official’s Response

The GM stated that he wonld continne to prevail on the banks to respond to the requests.
Auditor’s Comment
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9.8.13.

9.8.14.

9.8.15.

9.8.16.

As at the time of the verification exercise, no bank confirmations were received from the Banks.

No Confirmation Received From National Telephone Subscribers

National telephone subscribers and other receivables totalling Le 38,826,881,170 could not be
verified as no supporting documents were provided to confirm the completeness and accuracy of the
amount. It was recommended that the management of Sierratel should provide all supporting
documents in respect of the other receivable balances and ensure that a proper and updated record

was kept and maintained in respect of the account balance in the Financial Statement.

Official’s Response

The GM stated that the receivable amount of 1.e38,826,881,170 was the total balance of Land 1ine subscribers. He
mentioned that the listing of the balances provided to the anditors and receipts provided, though faded was as a result of
the type of paper and length of time kept. He further said that they had sent all confirmation letters to the respective
debtors but had still not received response from any of them.

Auditor’s Comment
No confirmation response was received from customers.

Non Basis Of Calculating Impairment

Amounts stated as impairment allowance totalling 1.e14,709,276,423 could not be verified as the
basis or justification of impairment calculation was not provided to the audit team. It was
recommended that Sierratel’s management should provide all supporting documents in respect of the
impairment calculation and ensure the maintenance of a proper and updated record in respect of

the account balance in the financial Statement.

Official’s Response
The GM stated that the impairment allowance was a provision made on all inactive land line subscribers. The majority
of the land line subscribers be said, were inactive and it would be very unlikely to recover amounts owed. 1t was therefore

prident to make a provision in the account, he concluded.

Auditor’s Comment
The issue still stands. The issue is therefore unresolved.

Inadequate Supporting Documents In Respect Of Tax Liability

The Auditors were unable to verify the balances on tax liability totalling 1.e8,635,166,398 as a
schedule and supporting documents were not provided to the Audit team. It was recommended that
the management of Sierratel should provide all relevant documents to substantiate the tax liability

stated in the Financial Statement.

Auditor’s Comment
No response from management. Hence the issue still stands.

No General Ledger And Trail Balance Submitted
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9.9.

9.9.1.

9.9.2.

A trail balance and general ledger were not provided to the audit team. It was recommended that

management should provide those documents for inspection.

Official’s Response
The GM stated that a revised trial balance had been prepared for reference.

Auditor’s Comment
The issue is still outstanding.

Refer to the Table of Commron issues (Page 214) for further observations.

SIERRA LEONE TELECOMMUNICATIONS COMPANY (2010)

Default By Pentagon Agency In The Supply Of Fuel

There was a short supply of fuel by Pentagon Agency to Sierratel’s 21 sites. An average of 250
gallons was supplied rather than the agreed 360 gallons which Sierratel paid in advance for each
month. No refunds were made by Pentagon Agency for such shortages in supply. It was
recommended that Sierratel’s management should cause the Agency to refund the unsupplied fuel.

Official’s Response
The GM stated that they were in the process of reconciling with Pentagon Security Services to establish any short fall in
fuel supply and wonld request any payment that wonld be due from them.

Auditor’s Comment
The issue still stands.

Proper Procurement Procedures Not Followed

It was observed that proper procurement procedures were not followed for expenditures undertaken
totalling L.e1,877,908,313 and there was no procurement unit. It was recommended that the company
should ensure that the procurement process was followed for all expenditure and that it ought to

consider setting up a procurement unit because of the quantum of procurements done.

Official’s Response

The GM stated that a procurement unit was not in place during the period. He however mentioned that a procurement
unit headed by an appropriately and gualified procurement officer with the relevant qualification and experience had
been set up. He added that a procurement committee comprising of senior management staff to which the procurement
officer serves as secretary had been set up to handle all procurement issues. He said that Committee wonld ensure that
all procurement of goods and services conformed to the requirement of the procurement act and was in the best interest of
the company.He further said that the company relied on obtaining three pro forma invoices and quotations before
deciding where to purchase.

Auditor’s Comment
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9.9.3.

9.9.4.

9.9.5.

The issue still stands

No Supporting Document For Staff Gratuity

Amounts totalling Le 9,788,709,692 stated as staff gratuity could not be verified as no supporting
documents were provided. It was recommended that the Management should provide all documents
to substantiate the balance stated in the Financial Statement.

Official’s Response

The GM  stated that the terminal benefit figure of Le 9,788,709,692 was a provision made in the acconnt which was
worked based on the expected benefits of all staff in the event of redundancy. He said that the exact working was
normally done by an actuarial specialist and in the absence of such specialist; they adopted a mathematical approach to
be prudent in mafking a provision. A copy of the calculation be said, was provided to the anditor and would be further
provided as requested.

Auditor’s Comment

Management’s explanation noted. The issue still stands

No Maintenance and Insurance policy
There was no Maintenance and Insurance policy for the majority of the assets owned by Sierratel. It
was recommended that the Company should implement a maintenance policy and ensure that all

assets owned were insured.

Official’s Response
The GM stated that the company was in the process of formulating a maintenance and insurance policy to cover all

assets

Auditor’s Comment
The issue still stands.

Default to the Teltac Agreement

According to the agreement between Teltac and Sierratel, Teltac was to pay a monthly payment of
US$50,000 to the Poverty Alleviation Account. However no evidence of payment into the said
account was given to the audit team. It was recommended that the agreement with Teltac should be
adhered to and all relevant documents relating to payments made into the Poverty Alleviation
Account provided to the Audit team.

Official’s Response

The GM said that the Teltac agreement stated that a monthly payment of US$ 50,000 be made to GOSL for poverty
alleviation fund. He added that under the tripartite agreement between Sierratel, Celtel and the Government, Sierratel
should use the $50,000 for poverty alleviation to settle Celtel’s debt and to reduce such payment from Government's
debt to Sterratel. He mentioned that the §50,000 payment was made accordingly until all Celtel’s debt had been paid.
On completion Sierratel had been making monthly payment to GOSL of US$150,000, be further stated.

Auditor’s Comment
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9.9.6.

9.9.7.

9.9.8.

The issues ate still outstanding.

Inadequate supporting documents in respect of National Telephone line

Amounts stated as revenue from the national telephone, International Telephone and Telephone line
rental totalling Le1,425,944,281 could not be verified, as adequate supporting documents were not
provided. It was recommended that Sierratel should provide all relevant documents to substantiate

the revenue balance stated in the Financial Statement.

Official’s Response

The GM explained that the total revenue for local and international land line in the account was Le 444,557,173 as
against Lel,425,944,281 questioned by the anditor’s. he said they had provided a monthly breakdown of the figures
and all files relating to the land line revenne. However, most of the receipts print ont were not legible as they had faded
due to time and print ont paper material. He called attention to a copy of the schedule of the land line revenue which
had been enclosed.

Auditor’s Comment
During the verification exercise, adequate supporting documents were not provided to verify the

balance stated in the financial statements. Hence the issue still stands.

Inadequate supporting documents in respect of CDMA

Revenue from CDMA data and Voice totalling Le 3,248,457,380 could not be accurately ascertained
as no recognised basis of revenue allocation was provided by Sierratel’s management. It was
recommended that the Company should recognise the revenue that can be substantiated with

relevant documents, and adjust the said amount in the Financial Statement.

Official’s Response

The GM stated that the amount of 1.e 3,248,457,380 related to actual sales of Recharge Cards and Internet
activation, the analysis of which was provided to the anditors and all files submitted for verification. He mentioned that
Jor prudency, they cannot charge all the gross sales as revenne as there was abways recharge cards purchased and not
used. That also applied to internet activation as most customers paid for more than a month’s subscription, he added.
The amount not used was referred as deferred income and it was a liability on the company at the year end.

Auditor’s Comment
During the verification exercise, adequate documents were not provided to justify the basis on which
the revenue was recognised. Hence the issue still stands.

Control Weaknesses In Revenue Collection

It was observed that the IT system which computes bills for customers had no access restriction in
the inputting of data. For example, there was no password control to access the computers. The
auditors were therefore unable to rely on the information generated from the system. It was
recommended that the IT system should be updated with user restricted access controls.

Official’s Response
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9.9.9.

9.9.10.

9.9.10.

The GM stated that the billing systens computers were restricted to specific users as the Land Lines that bills were sent
to customers was currently not working, no bills are produced and hence less security controls. He however mentioned
that management wonld ensure that appropriate security measures were put in place which wonld include restrictive
passwords when the land line billing system would be operational.

Auditor’s Comment
The issue is still outstanding.

Inadequate Supporting Document To The Deferred Income

Payable confirmation letters were sent to Airtel,Tigo Chell holding and Sprint to confirm payables
totalling 1.e5,603,732,000. However, as at the end of the audit, no confirmation was received by the
auditor. It was recommended that Sierratel’s management should take frantic measures so that the
companies could respond to the Confirmation Letters.

Official’s Response

The GM said that they bhad sent all confirmation letters to the respective creditors but had still not received a response
from them. He further stated that the responses were normally directed to the anditors. He however promised that they
wonld continue to prevail on them to respond to the request.

Auditor’s Comment
As at the time of the verification exercise, no response to the confirmation was received from the
creditors and no schedule was enclosed for audit verification. Hence the issue still stands.

No responses to bank confirmation

No responses were received from bank confirmations sent out to various banks. It was
recommended that Sierratel should take frantic action to ensure that the Banks responded to the
circularisation.

Official’s Response
The GM stated that he wonld continue to prevail on the banks to respond to the requests.

Inadequate supporting document to the other payables

Amounts stated as other payables amounting to Le8,421,704,000 could not be verified as a schedule
and other supporting documents were not provided. It was recommended that Sierratel should
provide all supporting documents in respect of the other payable balance and ensure that a proper
and updated record was kept and maintained in respect of the account balance in the Financial
Statement.

Official’s Response

The GM mentioned that the schedule for other payables was enclosed for further attention and also said that they sent
all confirmation letters to the respective creditors but had still not received a response from them. He further stated that
the responses were normally directed to the auditors. He however said that they would continue to prevail on them to
respond to their request.

Auditor’s Comment
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9.9.11.

9.9.12.

9.9.13.

9.9.14.

The issue is still outstanding.

No Evidence Of Supervision For Reconciliations Prepared

There was no evidence of supervision of bank reconciliation statements prepared by a senior staff. It
was recommended that management should ensure that each bank reconciliation statement prepared
was signed by a senior personnel.

Official’s Response

The GM stated that they wonld endeavonr to mafke sure that reconciliations were done for all banks and were properly
supervised. For greater efficiency and control, management bad decided to consolidate most of the bank accounts thus
redncing the number of bank accounts to a minimum to ease the reconciliation process, he added.

Auditor’s Comment
The issue still stands.

Inadequate Supporting Documents In Respect Of Receivables

National telephone subscribers and other receivables totalling Le 18,914,815,000 could not be
verified as no supporting documents were provided to confirm the completeness and accuracy of the
amount. It was recommended that Sierratel should provide all supporting documents relating to
National Telephone subscribers for the period under review.

Official’s Response

The GM stated that the figure for national telephone subscribers comprising local and international dialling calls had
been amended and that a schedule was available for verification. He added that the national land lines had been non
operational for a long time and they were in the process to resuscitate its operations with modern facilities and improved
monitoring and control equipment.

Auditor’s Comment
During the verification exercise, no schedule was provided for verification. Hence the issue still
stands.

Inadequate Supporting Documents In Respect Of Impairment

The amounts stated as impairment allowance totalling Le 6,262,472,000 could not be verified. The
basis or justification for the impairment calculation was not provided to the auditors for inspection.
It was recommended that the management of Sierratel should provide to the auditors records

showing the basis of calculation of the impairment.

Official’s Response

The GM  stated that the impairment allowance was based on the shelved national and IDD subscribers from the
system and approval was sought from the board for a provision to be made for bad debts and other non active and non
recoverable debts to be written off the books.

Auditor’s Comment

Adequate documents were not provided to justify the writing off of bad debts.
No Supporting Document For Writing Off Inventory
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9.9.15.

9.9.16.

9.10.

The sum of Le 1,800,000,000 was written off on inventories. However no supporting documents and
basis of calculation were submitted to the auditors for inspection. It was recommended that
calculations should be done in compliance with International Accounting Standards (IFRSs/IPSAS);
otherwise, the basis of calculation should be clearly disclosed. It was also recommended that proper
records of inventory that had been written should be maintained. The figure of Le 1,800,000 was a
provision made for stock write off.

Official’s Response

The GM stated that management had requested approval from the board for unusable stock to be written off the books
and based on that a provision was made in the acconnt. He said that they wonld identify all those obsolete items and
seek a final approval from the board for them to be totally removed from the books of account and further seek approval
Jor their disposal.

Auditor’s Comment
The issue still stands.

No Cash Flow Prepared
There was no cash flow statement submitted. It was recommended that Sierratel should be preparing

cash flow statements as an integral part of its financial statement.

Official’s Response
The GM stated that Sierratel wonld prepare a cash flow statement as an integral part of the revised financial
Statement.

Auditor’s Comment
The issue still stands.

No General Ledger And Ttrial Balance Prepared
There was no general ledger and trial balance submitted with the financial statement. It was
recommended that the general ledger and trial balance should be prepared to substantiate every

transaction in the financial statement.

Official’s Response
The GM indicated that a revised trial balance had been prepared for reference.

Auditor’s Comment
The issue is still outstanding.

Refer to the Table of Common issues (Page 214) for further observations.

MARITIME ADMINISTRATION (2009)
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9.10.1.

9.10.2.

9.10.3.

9.11.

Income From Scanning Fees Not Paid To Commissioner Of Income Tax

The sum of Le1,530,806,883 for scanning fees received on behalf of NRA was not paid over to the
Commissioner of Income Tax. This omission contravened the contract agreement that 7.5% of
scanning fees collected on behalf of NRA should be promptly paid. It was recommended that the
amount of Le1,630,800,883 received on behalf of NRA should be paid over to the NRA there and
then.

Official’s Response
The Acting Executive Director (Ag. ED) stated that payments to NRA were only made on the instructions of the
Vote Controller to transfer funds and no such instructions were receied.

Auditor's Comment
The auditors did not see any form of evidence of the instructions of the Vote Controller to transfer
funds to the NRA during the verification exercise.

Non Deduction Of PAYE

A total of 1.92,090,520 of PAYE that should have been deducted from the basic salaries and
allowances of the former Executive Director, Mr. Lukulay for 2009, was neither deducted nor paid
over to the NRA. It was recommended that the SLMA’s Management should take steps to recover
this amount from the Former Executive Director.

Official’s Response
The Ag. ED stated that the Former Executive Director claimed he was paying taxes in the form of benefits in kind to
the NRA and this was stated in our monthly schedules sent to the NRA.

Auditor's Comment

The evidence for the above claim was not provided for verification.

Non Insurance Coverage Of Assets

SLMA’s Management failed to insure their assets against loss in the event of disaster or theft. It was
recommended that the Acting Executive Director should ensure that all SLMA properties, plants and
equipments were adequately insured to mitigate any eventual risk of loss.

Official’s Response

The Ag. ED said that Management had taken note of that and would forward to the Board for approval of an
insurance coverage.

Auditor's Comment

There was no evidence to suggest that Management had put forward the proposal of an insurance
coverage to the Board for approval.

Refer to the Table of Common issues (Page 214) for further observations.

MARITIME ADMINISTRATION (2010)
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9.11.1.

9.11.2,

9.11.3.

9.11.4.

Income Collected not entered into Cash Book

Revenue collected at the various provincial offices were not recorded in the Cash Book; as a result,
the auditors could not ascertain the total amount collected at the vatious district offices. It was
recommended that SLMA’s Management should ensure that revenues collected were recorded in the
book promptly and receipts should be issued for all cash collected.

Official’s Response

The Ag. ED stated that all regulators outside the head office were given receipt books and the accounts department
entered those receipts in the computerised accounting software used. He mentioned that the Administration maintained
a computerised cashbook and not a manual cash book.

Auditor’s Comment
The issue still stands.

Income from Scanning Fees not paid to Commissioner of Income Tax

The sum of Le 828,709,987 for Scanning fees received on behalf of NRA was not paid over to the
Commissioner of Income Tax. This contravened the contract agreement that 7.5% of scanning fees
collected on behalf of NRA should be paid promptly. It was recommended that the amount of
Le828,709,987 received on behalf of NRA should be paid over to the NRA there and then.

Official’s Response
The Ag. ED stated that payments to NRA were only made on the instructions of the 1Vote Controller to transfer
funds and no such instructions were received.

Auditor Comment
There was no form of evidence allowing the Vote Controller to break the NRA agreement with the
Commissioner of Income Tax.

Payment Vouchers not traced

Out of the Auditors’ random sample tested a total sum of Le1,403,555,272 payment vouchers could
not be found. Upon enquiry with the Accountant, it was noted that those payments vouchers were
submitted to the Anti-Corruption Commission for investigations. It was recommended that SLMA’s
Management should take steps to retrieve those payment vouchers from the ACC for audit
verification.

Official’s Response
The Ag. ED stated that after the investigation carried out by the ACC, some of the documents requested were not

returned and thus were not available. He however mentioned that steps would taken to retrieve those documents from
the ACC.

Auditor’s Comment

There was no evidence to suggest that the Vote Controller had taken any steps to retrieve the said
documents from the ACC.

Non Deduction Of PAYE
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9.11.5.

9.12.

8.12.1.

8.12.2.

A total of Lel101,374,272 of PAYE that should have been deducted from the basic salaries of the
former Executive Director, were neither deducted nor paid over to the NRA .It was recommended
that the SLMA’s Management should take steps to recover that amount from the former Executive
Director.

Official’s Response
The Ag. ED stated that the Former Executive claimed be was paying taxes in the form of Benefits in Kind to the
NRA and this was stated in their monthly schedules sent to the NRA.

Auditor Comment

The evidence for the above claim was not provided for verification.

Non Insurance Coverage Of Asset
SLMA’s Management failed to insure their asset against any loss in the event of disaster of theft. It
was recommended that the Executive Director should ensure that all SLMA properties, plants and

equipments were adequately insured to mitigate any eventual risk of loss.

Official’s Response
The Ag. ED stated that management had taken note of this and wonld forward a proposal for insurance coverage to
the board.

Auditor Comment
There was no evidence to suggest that Management had put forward to the Board an insurance

coverage for approval.

Refer to the Table of Common issues (Page 214) for further observations.

SIERRA LEONE STATE LOTTERY (2010)

Inventories with negative balance

In reviewing the clients’ records, it was noted that the Kick Po inventory coupons had a negative
balance of Le 34,462,297 as per the General Ledger. It was recommended that Management should
endeavour to carry out a periodic inventory count and reconcile with accounting records, and
inconsistencies identified must be investigated and promptly resolved.

Official’s Response
The MD said that as recommended, a period inventory reconciliation was done then to correct the anomaly so that the

inventory would be free from material misstatement.

Receivables from the National Commission for Privatisation

The institution’s property at Tower Hill was partly occupied by the Company while the remaining
portion is rented out to the National Commission for was Privatisation and the ASSL. Those
companies share common facilities such as electricity and water supply. According to an agreement
between the Company and the National Commission for Privatisation, upon receipt of the bills from

251



8.12.3.

9.13.

9.13.1.

service providers, the management of the Sierra Leone State Lottery Company should make payment
to those suppliers and later bill the National Commission for Privatisation and the ASSL based on
the office floor occupied. The audit team noted that unlike the ASSL, the National Commission for
Privatisation had not been making prompt settlement for utility bills paid on their behalf and rent for
the flat occupied. Highlighted below is the analysis showing the balances as per client record for
years 2010 and 2011.

In thousands of Leones

Details 2010 2011

Rent 1,066,668 1,066,668
Utilities 85,840 85,840
Total 1,152,508 1,152,508

According to the analysis above those balances continued to remain unpaid and there was no clear
settlement strategy from the National Commission for Privatisation regarding their obligation.It was
recommended that State Lottery Management must endeavour to collect all outstanding rents from
the National Commission for Privatisation and seize to make settlement for utility bills on their

behalf until refunds were made.

Official’s Response

The MD stated that over 80% of the debt owed by NCP was in 2008 before the appointment of the current chairman.
He said that management wonld collect the debt as soon as possible. He confirmed that as of then utility bills were being
paid by each respective institution.

Revaluation Of Property, Plants And Equipment

In 2004 the company opted for the revaluation model for valuing its office premises at no 44 Siaka
Stevens Street, in accordance with International Financial Reporting Standards (IAS 16). The
valuations ought to be kept sufficiently up to date so that the carrying amount did not differ
materially from its fair value at the “financial position date”. However, no subsequent revaluation
activity was carried out since the initial revaluation exercise. It was recommended that Management
must endeavour to catry out a revaluation exercise on the property on a regular basis to ensure that
its carrying value at any “financial position date” did not exceed its market value.

Official’s Response
The MD confirmed that the recommendation regarding the revaluation of assets would be adhered to in compliance with
International Financial Reporting Standards.

SIERRA LEONE ROAD TRANSPORT AUTHORITY (2009, 2010, 2011)

Rental Income Not Paid

The Authority accommodated some tenants in its Kissy Road office for which, based on rental
agreements, the Authority was expected to collect Le 1,500,000 annually as rent from those tenants.
However, during the audit, the auditors were unable to sight evidence of collection of those rents in
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9.13.2.

9.13.3.

the Authority’s book. It was recommended that the SLRTA Management should provide an
explanation as to why those rents were outstanding and also ensure prompt payment of all rent due.

Official’s Response
The ED stated that they noticed that those companies were not paying the rental income as stated in the agreement. He
however said that management bad written them a letter in respect of this, whilst awaiting their response. Some of the

Plate makers had made payments in respect of the arrears and management was also committed to ensure that all rent
Jfor 2013 were paid before 317 December 2013, he stated.

Auditor’s Comment
The issue is still outstanding.

Agreements Between SLRTA And Contractors For The Printing Of Number Plates

The agreement between SLRTA and the contractors for the printing of number plates (International
Association Services, Sarrah Trading Enterprises and Bilak Trading and Construction Companies)
had expired since 2009. It was recommended that the Authority should ensure the existence of
binding legal agreements between them and those Contractors, and those agreements must be made

available for audit inspection.

Official’s Response
The ED stated that Management was in the process of drafting new terms and conditions for another agreement which
may exclude non performers.

Auditor’s Comment
The issue is still outstanding.

Amounts Not Transferred To The Road Fund

Section 10 (a) of the Road Transport Act, 1996 states “the Authority shall have power, in
connection with its functions under section 9- to impose and levy fees, including Vehicle Licensing
and registration fees with the approval of parliament: provided that any Vehicle Licensing and
Registration fees levied by the Authority shall be paid into the Road Fund under paragraphs (b) and
(c) of sub-section (1) of section 25 of the Sierra Leone Roads Authority Act 1992 less any amount
which the Authority may be allowed to retain to defray the Administrative costs of the levying of
such fees”. However it was observed that, the end of year cash balances of 1.¢3,706,532,000,
Le3,546,973,000 and 1.e2,942,817,000 held by the Authority for the years 2009, 2010 and 2011
should have been transferred to the Road Fund as stated in the Road Transport Act. It was
recommended that the Authority should ensure that it complied with all the provisions of the Road
Transport Act, 1996.

Official’s Response
The ED stated that the ending cash balances related to December collection and that transfers into the road fund were
done at the end of each month. He said that some of those balances were used to pay the Road Fund and also to defray

their capital and administrative expenses.
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9.13.4.

9.13.5.

9.14.

9.14.1.

Auditor’s Comment
The issue is still outstanding.

Receivables Described As Suspense Were Not Supported By Documentations

Receivables of 1.e209,708,124 and Le 767,100,434 described as suspense in 2010 and 2011 could not
be substantiated as no supporting evidences were provided to the audit team. It was recommended
that management should make available supporting evidence relating to those receivable balances for
audit inspection.

Official’s Response

The ED stated that the inadequate filing systemt had been the main cause for the delay/ availability of all the relevant
documents relating to this account balance. He said that those were expenses whose supporting documents conld not be
located at the time of preparing the accounts becanse the accounts had been long overdue for submission. He however
stated that efforts were being made to locate those documents by contacting the individuals who were in charge at that
particular time; also some of the necessary documentations were being found as the search was ongoing. Management
also had ensured suitable records management system, he added.

Auditor’s Comment

The issue is still outstanding.

Stores Documents For 2009 Were Not Presented For Audit Review

Amounts totalling Le 1,740,717,000 and Le 2,019,002,000 in respect of inventory for 2009 and 2010
could not be substantiated as no supporting evidences were provided. It was recommended that
management should make available all supporting evidence relating to the Authority’s stores for audit
inspection.

Official’s Response

The ED stated that the observation of the anditors was as a result of the death of the former store keeper Mr. Eric
Lungay who was acting during that period and that records kept in his computer were not accessed. Since the store
issues were inadequate the total store items acquired during that period were classified as inventory in the Balance Sheet.
He however said that management had taken a robust measure by incorporating Store Modnle into its accounting
software — Microsoft Dynamics Great Plane (GP) and that the new storekeeper was currently using it.

Auditor’s Comment
The issue is still outstanding.

Refer to the Table of Common issues (Page 214) for further observations.

NATIONAL COMMISSION FOR DEMOCRACY (2011)

Non Deduction Of PAYE From Salaries
PAYE was not deducted from salaries that were above the income tax threshold. It was

recommended that the PAYE must be deducted from salaries according to the Income Tax Act
2000.
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9.15.

9.15.1.

9.15.2.

Official’s Response

The Commissioner stated that until recently, PAYE had been deducted and paid by the Acconntant General’s office
on bebalf of the Commission. He said that when approached to produce receipts for andit purpose, they had replied by
saying that anditors should meet them to verify payments. He mentioned that the Commission had reverted to the old
order by deducting and paying PAYE on behalf of staff.

Auditor’s Comment

Evidence was not provided to the auditors to verify whether PAYE was paid on behalf of employees
of the Commission. However, they were informed that only net salaries were paid by the Ministry of
Finance and Economic Development in respect of staff. Therefore the issue is still outstanding.

SIERRA LEONE HOUSING CORPORATION (SALHOC) (2012)

General Ledger Not Maintained

The Corporation did not maintain a General Ledger which should be used for posting account
balances to the trial balance. In response to the previous management’s comments, the observation
was noted with the belief that the recommendation would be implemented; but the auditors noted

that during the year under review, the General Ledger was not instituted by management.

Mortgage /Divestiture Loan Card — Kissy Low-Cost Housing Estate

The auditors observed from a sample chosen that the mortgage/loan cards were not propetly
updated (for instance, balances on the card were not shown or regularly updated). It was also
observed that instead of the accounts department which should be responsible for corporation
finances and administering of mortgages, a junior staff in the Estate and Planning Department of the
Corporation was responsible for issuing receipts for monies paid for mortgages, recording payments
in the relevant loan cards and at the same time did bank lodgements with no supetvision/counter
check by a senior officer or the accounts department.

The response by management to this query was that they had taken appropriate action. However,
the auditors further observed that the mortgage cards of members of staff of the corporation had still
not been updated to reflect their correct outstanding balance. Their payments in the form of monthly
deductions from their respective salaries and allowances had not been posted in their respective

cards.

Payables and Accruals
The following accounts and balances included in the financial statements had been long outstanding

without any movement: Le

Micro Credit Loan (Ministry of Finance) 50,000,000
Sewage Loan (Ministry of Finance) 20,000,000
Interest on Sewage Loan 16,750,000
Corporation Tax 18,328,000
Security Deposit Refundable 5,615,000
Deferred Credit 23,000
Insurance Accrued 22,498,000
Interdepartmental Loan 121,598,444
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9.15.3.

9.15.4.

9.15.5.

9.16.

9.16.1.

In a previous response of management, this observation was also noted and further commented on,
that the recommendation would be forwarded to the Board for necessary action but no action was
taken.

Land and Building

Included in the land and building cost during the year under review were lands situated at Juba and
Goderich not under the full control of the Corporation and the likelihood of recoverability was not
imminent. Those properties had been developed by other individuals/institution for which the
corporation was not earning any form of rent or being compensated for and as such no economic
benefits had been derived by the corporation from owning those properties; they had therefore been
considered impaired. However there was no provision for impairment loss on those properties
during the year under review. It was further observed that the cost of those properties included in the
land and building cost of the corporation could not be verified in order to ascertain the materiality of
the amounts involved. It was therefore strongly recommended that the Board should take necessary
action to reclaim ownership of those properties, either in the form of receiving rent or any form of
compensation, alternatively, those costs should be identified and disclosed and the necessary
provision for impairment on those properties be approved by the Board.

Huge Debts Owed to the Corporation

The auditor observed that the total amount of 1.e4,924,761,000 was tied up in debts owed to the
Corporation during the year under review. Those monies were owed by tenants occupying both the
OAU and Goderich (7th Battalion) Estates with no sign of recoverability. It was recommended that
necessary action should be taken by Management to recover those debts; debt collection
management strategy should be improved, alternatively provision should be made for impairment
loss thereby providing for a bad debt of at least 50% of that amount owed to the Corporation.

Analytical Review

The receivables/turnover ratio for 2011 was 253:1 whilst that of 2012 was 384:1 indicating an
increase of 131%. Receivables due to the Corporation were Le 2,200,000,000 as compared to
Le5,500,000,000 in 2012. According to information and explanation obtained from Management,
efforts made to recover those debts had proved futile. The liquidity ratio was also 0.60: 1. It was
recommended, as a matter of urgency, that a new strategy was to be implemented to curb the huge
debt owed to the Corporation. Alternatively Management was to consider a provision for bad and
doubtful debts to be forwarded for approval by the board for monies that were unlikely to be
recovered.

Refer to the Table of Common issues (Page 214) for further observations.

NATIONAL COUNCIL FOR TECHNICAL VOCATIONAL AND OTHER ACADEMIC
AWARDS (NCTVA) 2011
Information Technology Safeguards

Although daily backups of transactions were being done, back up diskettes were not kept in the
office. The auditors were also unable to ascertain that backup disks were stored safely in the office or
off site for the period under review. It was recommend that daily backups should be kept safely off
site and a secured password system instituted.
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9.16.2.

9.16.3.

9.17.

9.17.1.

Official’s Response

The Director said that they now maintained backups of important documents at a secured location within the office and
wonld also ensure that all files on backups were password protected to prevent unanthorized persons from accessing
them.

Procurement Rules Flouted
There was evidence that some items were purchased without competitive bidding. It was
recommended that Procurement Policy must be observed and implemented without delay.

Official’s Response
The Director stated that management wonld ensure that all staff were provided with the procurement policy of the
Organisation and that in future, all items bonght wonld be done in line with the procurement policy of the organisation.

Non Compliance With Laws And Regulations

There were still back log outstanding payments to NASSIT in respect of Social Security
contributions. A repayment plan should have been done in 2011. However this was still not done. It
was recommended that an immediate repayment plan should be done and all efforts must be made to

pay over outstanding employee’s deductions to NASSIT.

Official’s Response

The Director mentioned that a payment plan was now in place and management bad been complying with the terms of
payment. He added that payments had however been slow due to the unavailability of funds since payment of funds by
MEST had been coming late.

Refer to the Table of Common issues (Page 215) for further observations.

ANTI-CORRUPTION COMMISSION (2011)

Outstanding Balances Under Agreement To Pay

Amounts totalling Le1,382,775,375 relating to out of court settlement and fines agreed between the
Commission and concerned individuals were still outstanding as at 2011. The amounts had been long
overdue. No evidence was seen of the Commission’s effort in recovering such amounts. The
Commission at the time of the agreement was satisfied that the persons involved were party to
corruption and had benefited from it. The Commission would have instituted proceedings for
damages but the persons agreed to pay to avoid court proceedings. There was no evidence of any
correspondence sent to the persons concerned as a reminder. It was therefore recommended that the
Commission should embark on monitoring these payments by ensuring that payments were made
when due, regular reminders were sent to all persons concerned and necessary action taken against
defaulters.

Official’s Response

The Commissioner said that the collection of fines was — outside the Commission’s  mandate and that the Commission
had collected a total of over 1.e20,000,000,000 over the last 5 years. He further mentioned that Out of Court
settlements did not always imply criminality and each case may turn on its own peculiar facts which would guide the
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9.17.2.

9.18.

9.18.1.

Commission’s future.  For enforcement strategies he said it must also be noted that the option of civil process though
available in those sitnations ought not to be bastily adopted, as it presented its own challenges which prevented it from
being a collection option. He however mentioned that the commission would intensify its efforts to collect outstanding
amounts, as may be deemed expedient.

Auditor’s Comment

The issue is outstanding.

Kenema And Makeni Buildings Damaged

During our Provincial verification, it was observed that the new buildings in Makeni and Kenema
had cracks on the walls. Upon enquity, it was revealed that water leaked through the buildings during
the rainy season. It was also observed that the roof of the Kenema building leaked during the rainy
season.

It was therefore recommended that the Commission should deduct retention money for all
construction projects and that it should contact the contractors to assess the cracks on the buildings
and take necessary action. In addition, the contractor for the repairs on the roof of the Kenema
building had to be contacted to rectify the problem in the roof and the Commission’s management

must ensure effective monitoring of the various construction projects it undertook.

Official’s Response
The Commissioner in his response indicate that attention of the Consultant had been drawn fo that issue through a
letter dated 6" September 2012, and promised that further action would be taken to ensure value for money.

Auditor’s Comment
The issue is outstanding,.

SIERRA LEONE STOCK EXCHANGE (2011)

NASSIT Dues Outstanding

Total NASSIT dues to be paid for the period under review were Le40,699,509. However, it was
observed that only Le14,859,649 was paid leaving an outstanding amount of Le25,839,860. Further
reviews revealed that only Lel2,796,040 was disclosed as NASSIT outstanding on the Financial
Statement. It was recommended that all NASSIT deductions should be paid on time to avoid penal
action against the Stock Exchange and the figures in the Financial Statement must be restated to
reflect the correct NASSIT outstanding and paid over to NASSIT Authority.

Official’s Response

The Director stated that the contribution related to the former Director General of the Exchange Mr. Jonathan
Bangura. He said that during bis time as Director General of the Exchange, Mr. Bangura did not complete his
NASSIT registration and as such his NASSTT reference number, which served as the basis for payment was not
issued. He also said that several attempts had been made to complete bis application but were unsuccessful. He said
that the Exchange had noted the issue and had made a provision in its financial statements which was discussed with
the Audit team during the 2010 audit but no adequate adyice was given as to how the Excchange conld resolve the issue
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9.18.2.

9.19.

9.19.1.

9.19.2.

since Mr. Bangura no longer worked there. The Exchange would appreciate suggestions from the Audit team as a way
Sforward.

Auditor’s Comment

Evidence of correspondence between the Exchange and NASSIT indicating Mr. Bangura’s NASSIT
Reference Number was provided during verification. The correct outstanding NASSIT figure has
been reinstated in the financial statement but the amount has not been paid to NASSIT; therefore
the issue still stands.

No Evidence Of An Approved Budget

There was no evidence of a budget that guided the activities of the Exchange for the period under
review. It was therefore recommended that a budget should be developed every year to give direction
to the operations of the Exchange.

Official’s Response
The Director stated that the Exchange had noted the andit findings and recommendation.

Auditor’s Comment

No approved budget was provided for the period under review, therefore the issue still stands.
NATIONAL INSURANCE COMPANY (SL) LIMITED 2011

Long Outstanding Receivables

There were receivables which have been outstanding for more than four years on the receivables
aging analysis. It was recommended that clients background checks and credit worthiness
assessments must be performed before granting credit and credits should only be granted to clients
with good credit ratings.

Official’s Response
The Managing Director stated that most of the Companies major preminm debtors were Government institutions such
as NPA GUMA and SIERRATEL,; which were facing serious liguidity challenges. In the given circumstance, the
Company had embarked on a cross-debt agreement and payment plans with the clients which bad yielded positive bad
debt recoveries, he added.

Review Of Reinsurance Income Debit Notes

The reinsurance foreign income receivables were in credit and upon further review it was noted that
debit notes were not posted and only receipts were posted. It was recommended that debit notes on
reinsurance income should be reviewed by the accountant who must ensured that they were posted
in time.

Official’s Response
The Managing Director said that reinsurance foreign income was a fairly new area of business and noted that the
reinsurance department was challenged to mannally track the negotiations and generate debit notes.  He mentioned that

the debit notes were most times generated after confirming the arrangements. He however stated that management was
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9.20.

9.20.1.

9.20.2.

considering moving that transaction to the Technical Departments where they could be easily tracked and reconciled
using their Consolidated Software of Insurance and Acconnting (CSLA).

NATIONAL TELECOMMUNICATIONS COMMISSION (2012)

Late submission of Financial Statements

The Commission did not comply with sections 17(2) and 19(1) of the Telecommunications Act, 2006
which are reproduced hereunder:

Section 17(2) states that “The books of account kept under subsection (1) shall within three months
after the end of each financial year, be audited by the Auditor-General or an auditor appointed by
him”.

Section 19(1) states that “The Commission shall, as soon as possible but not later than six months
after the end of each financial year, submit to the Minister a report of the activities, operations,
undertakings, property and finances of the Commission for that year, including the Auditor-

General’s report and a list of persons granted licenses in that year”.
We recommend that in future, action should be taken to ensure that the Act is fully adhered to.

Official’s Response

The Director General stated that the Commission had been working on meeting the target for timely submission of
subsequent financial Statements. The 2012 Financial Statements, e said, was under review for submission and was
expected to be andited before the end of 2013 as it wonld enable the Commission to meet the target early in 2014 for
the andit of the 2013 Financial Statements.

Auditor’s Comment

Work on the 2012 Financial Statements is still ongoing and the 2011 audited financial statements
have not been finalized. The Commission has already defaulted in presenting its 2012 annual report.
Therefore, the issue is still unresolved.

Revenue collection and Debtors Management
The Commission did not have a comprehensive database of active operators/setvice providers in the
country. It was recommended that management should ensure that the data of the Commission’s

operators/ setvice providers were reviewed and updated.

Official’s Response

The Director General stated that a special committee had been set up comprising the Director of Engineering, Director
of Legal/ Licences and Director of Finance to ensure that a data base for Operators/Service providers became
operational by 18% October 201 3.

Auditor’s Comment

The format of the proposed database of operators/service providers was presented to the team for

verification. However, the database has still not been developed. This issue is still unresolved.
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9.21.

9.21.1.

9.21.2.

9.21.3.

OFFICE OF NATIONAL SECURITY (2009, 2010 & 2011)

Cash Count Not Done

According to the Accounting Manual of the Council, cash count should be performed on a quartetly
basis. However, from a review, it was noted that it was not performed on a quarterly basis. It was
recommended that, in future cash counts should be done quarterly and at the end of each financial
year to ensure that cash balances were truly reflected in the Financial Statement of the Council.

Official’s Response
The National Security Cordinator stated that arrangements had been put in place for the performance of quarterly cash
counts.

Auditor's Comment
During the exercise no evidence was provided to the team to support that cash count should be
conducted quarterly. Therefore the above issue still stands.

No Procurement Unit

NPPA Acts 2004 Sect. 19 (1)

“A procurement unit shall be established in each procuring entity, staffed with persons trained and
knowledgeable in procurement and charged with carrying out, on an ongoing basis, functions related
to procurement”.

The Council did not have a Procurement Unit as stated in the NPPA Acts, 2004. It was
recommended that the provisions and regulations of the NPPA Act should be adhered to, by having
procurement functions carried by the Procurement Committee because of the nature of operations
of Council.

Official’s Response
The National Security Coordinator confirmed that there was a Procurement Committee and personnel were on training
to set up the unit.

Auditot's Comment

Minutes of procurement committee meetings were made available for inspection. However, no
evidence was provided to support that a Procurement Unit would be set up in the near future.
Therefore the above issue still stands.

Unauthorised Access To Personnel Files

Files were not appropriately secured to prevent unauthorized access. Also, personnel files maintained
for other staff by the Council were inadequate to reflect changing circumstances. It was
recommended that personnel files should be secured, and all information kept for all employees and
regularly updated to reflect changing circumstances.

Official’s Response
The National Security Coordinator said that files were appropriately secured to prevent unanthorised access.
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9.21.4.

9.21.5.

9.21.6.

9.21.7.

Auditor's Comment

A sample of personnel files were provided with adequate documentation. However no evidence was
provided that personnel files were secured to prevent unauthorized access by unauthorized staff.
Therefore the above issue still stands.

No Approved Conditions Of Service
There was not in existence an approved staff Conditions of Service. It was recommended that the
Council developed an approved Conditions of Service that would address all staff issues.

Official’s Response
The National Security Coordinator stated that there was a draft condition of service for the Council which bad been
Jforwarded for approval by the Council.

Auditor's Comment

A draft condition of service was made available to the team, the issue still stands.

No Human Resource Unit
The Office of National Security did not have a Human Resources Unit. It was recommended that the
Council should consider setting up a Human Resource Unit to handle all human resource issues.

Official’s Response
The National Security Coordinator said that the Human resonrce Unit was embedded in the Admin and Finance
Department and the Admin and Finance Department handled Personnel matters.

Auditor’s Comment
No evidence was provided to substantiate management’s response as there was no indication that
this function was handled by the admin and finance department, the issue still stands.

Understaffed Finance Department

The Finance Department was understaffed. The accountant was responsible for the processing of all
transactions from start to finish. It was recommended that an accounts clerk be employed to assist
the accountant in the day to day operations of the Council, especially those demanding segregation of
duties.

Official’s Response
The National Security Coordinator noted the recommendation and stated that action would be taken.

Auditor’s Comment
Evidence was provided to confirm that the process recruitment was ongoing; the above issue still
stands.

Non- Submission Of Accounts

The Council failed to comply with the provisions of the National Security and Central Intelligence
Act, 2002, as the accounts for the years 2009, 2010 and 2011 were not presented to the Auditor
General as stipulated in the Act. It was also noted that the Commission failed to submit its Annual
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9.22.

9.22.1.

9.22.2.

9.22.3.

Report to the President on time as stated in the Council Act of 2002. It was recommended that
management should endeavour to comply with every provision contained in the organisation’s Act
especially those that affect stakeholders’ interests.

Official’s Response
The National Security Coordinator said that action had been taken.

Auditor's Comment
The issue still stands.

Refer to the Table of Commron issues (Page 214) for further observations.

TERTIARY EDUCATION COMMISSION (2012)

The Accounting Environment

There was the absence of quarterly budget performance reports with variances explained and as such
the performance of the different areas became difficult to fathom. It was therefore recommended
that all efforts should be made to strengthen the existing controls over expenses and the use of
proper budgetary tools must be employed.

Official’s Response

The Executive Secretary said that management would like to make it known that there was a budget performance
analysis on a half yearly basis, as the Commission’s main source of revenue, through subvention, was provided half
yearly by Government. He also mentioned that claims for each period could only be paid to the Commission when a
proper budget spending and proper returns on how the Commission utilized its monies were acconnted for and as such,
because of proper accountability, the Commission had never been found wanting in any situation.

Non Compliance With Laws And Regulations
It was observed that social security contributions were deducted from employees’ salaries and not

paid to the appropriate authorities. It was recommended that those amounts should be paid to
NASSIT without delay.

Official’s Response

The Executive Secretary stated that there had never been an instance in which Social Security Contributions were
deducted from employees’ salaries and not paid to the appropriate authorities. He said that the acconnting firm bad
andited the Commission’s accounts for the past four years and Social Securities payments were up to date. He however
said that the Commission wonld like to state that for the period indicating accrued NASSTT and NRA, it spanned
as far back as Financial Year 2007 when the Commission did not receive subventions from the Government for that
period. Concluding, he said that the Commission was in the process of working out modalities with NASSIT and
NRA to settle the back log.

Pay-As-You-Earn Not Paid Over to The NRA

Monthly income tax deductions from employees’ salaries were not paid over to the Income Tax
Authorities. It was recommended that these amounts should be paid to the NRA without delay.
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9.23.

9.23.1.

9.23.2.

Official’s Response
The Executive Secretary stated that there had never been an instance in which PAYE contributions were deducted
from employees’ salaries and not paid to the appropriate anthorities.

SIERRA LEONE WATER COMPANY (2010)

Review Of Management Letter For The Year Ended 31st December, 2009

An assessment of the operating environment and the system of internal controls revealed the lack of
Head office supervision of branch operations and the absence of profitability targets, financial and
other operational goals set by management during the period under review. It was also observed that
revenue for the period was recognized only when payments were made by customers instead of at
the time bills were sent out. The Company also did not maintain a Fixed Assets Register and there
was no asset capitalization policy. It was noted that the Company occupied the current premises at
Tower Hill based on “long usage” and no rental or lease agreement existed between the Company
and the owners of the premises. It was therefore recommended that the previous recommendations
should be revisited and implemented.

Official’s Response

The Director General in bis response stated that Regional Offices were staffed by Regional Managers and were
supervised directly by their Regional Mangers and monthly Internal Audit was carried out by the Internal Auditor of
the company. He mentioned that since 2010, performance targets had been developed for each regional office and that
once an electronic billing systemr was installed revenue wonld be recogniged as bills were issued to customers. He further
mentioned that preparation of an Assets Register was in progress and that a contract had been awarded for the purpose
and all assets had been listed so far. The Director General asserted that the preparation of an asset capitalization
policy was in progress.

The passing of the New SALW.ACO Bill 2013 wonld antomatically provide title of ownership. Since the premises
occupied belonged to the Government of Sierra Leone the passage of the New SALW.ACO bill would vest the
premises to SALWACO

Revenue Not Recognized On A Cash Basis

Revenue for the period under review was recognized on a cash basis instead of at the time the
subvention/grants were approved by the government and also when bills were sent to customers.
The auditors could not confirm whether the funds/grants received from government were actually
requested by SALWACO as no supporting documents were made available during the audit. Some of
the revenue summaries sent to head office were not signed and approved by a senior responsible
official. It was recommended that revenue should be recognized on an accrual basis and that all the
necessary supporting documents in respect of transactions undertaken by the organisation must be
maintained and filed for future reference. All revenue summaries should also be signed by a senior
responsible official before sending them to the Head Office.

Official’s Response

The Director General stated that the degree of uncertainty in receiving revenue from govermment made it difficult for
revenue to be recognised at the point of approval by government. He said that the manual nature of their revenue
collection wonld not support the recognition of revenne at the point when bills were issued to customers. He however
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9.23.3.

9.23.4.

9.23.5.

9.23.6.

stated that SALWACO was in the process of acquiring an electronic billing system that wonld resolve the
inconsistency. He further mentioned that all revenne returns from the region were duly endorsed and supported by pay-
in-slips

Cash And Bank Balances Not Identified
A cash count certificate and other supporting documents were not provided to justify the cash
balance of Le65,511,913 It was recommended that the necessary supporting documents to support

the cash balance be provided for future reference.

Official’s Response
The Director General stated that cash counts were carried ont each time replenishments were made and the cash count
Statement filed.

Receivables
Project receivables amounting to Le115,000,000 had not moved for the past two years. It was
recommended that the above balance should be investigated and regularized and adjustments as

found to be necessary made.

Official’s Response

The Director General mentioned that there were no break-down for receivables in the 2008 Aundited Accounts; hence
individual debtors conld not be identified. He said that most likely, those debts may have been collected unknowingly.
He therefore advised that those debts should be written off.

Payables
Trade payables amounting to Le266,000,000 did not move since the 2008 Financial Year. It was
recommended that the balance should be investigated and regularised and adjustments as found to be

necessary made.

Official’s Response

The Director General stated that there were no break-down for payables in the 2008 Audited Accounts; hence
individual creditors conld not be identified. He said that most likely, those creditors may bave been paid unknowingly
and therefore adyised that the creditors be written off.

Governance policies flouted

Auditors were not provided with any evidence to prove that the chairman and other members of the
Board had been in the Board for less than two years. In addition, allowances given to the Members
of the Board were above the stipulated amount. An Analysis of the difference is given below:

Variance (Le)

Amount given to the Board of SALWACO 115,073,000
Stipulated amount 70,375,800
Variance 44,696,200
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9.24.

9.24.1.

9.24.2.

According to paragraph 38(b) of the Company’s Act “water is supplied to commercial concerns and
such institutions as schools and hospitals by meter” however in the case of SALWACO, water was
not supplied by meter.

According to paragraph 43.1 “if a person fails to pay any water charges for which he is liable under
this Act, the Company may within twenty-eight days after the charges became due and payable
recover from that person such charges together with costs and other expenses is a court”. We

however noted that this was not enforced during the period under review.
It was therefore recommended that the SALWACO Act, 2001 should be complied with at all times.

Official’s Response

The Director General stated that the term of the previous Board had ended in Angust 2010. In its replacement, be
said a supervisory board was established which was made up of representatives from the Ministry of Energy and Water
Resources as Chairman, Ministry of Finance and Economic Development and State House Strategic Policy Unit
(SPU). He added that due to the circumstance of the company at that time, there was need for the Board to meet more
frequently and that brought bigh Financial Burden on a Company whose financial standing was in a bad shape. As a
remedy, he mentioned that the previous Minister prudently approved a fixed amount as Board fees to be paid at the end
of each month. He further stated that the company had secured funds to procure five thousand meters under the Three
Town Water and Sanitation Project and they would soon be installed to all operational areas of SALW.ACO
customers. In conclusion, he noted that on a cost benefit basis, it was not prudent to take conrt action against their
customers since most of them owed small amonnts.

Refer to the Table of Common issues (Page 214) for further observations.

LAW REFORM COMMISSION (2011)

Financial Statements Not Properly Prepared

Proper financial statements were not prepared and submitted for the 2011 financial year. Those
should include the trial balance, balance sheet, Income and expenditure statements and cash flow
statement. It was recommended that a full set of financial statements should be prepared always and
submitted for audit purposes.

Official’s Response
The Commissioner stated that he will endeavour to ensure that full and proper financial statements were made available
Sor future andits.

No Quarterly Budget Performance Report

Once again as in 2008-2010, the auditors noted the absence of quarterly budget performance reports.
It was recommended that all efforts should be made to strengthen the existing control over expenses
and the use of proper budgetary tools.

Official’s Response
The Commissioner stated that he wounld endeavour to prepare “Quarterly Budget Performance Reports in_future.
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9.25.

9.25.1.

9.25.2.

9.25.3.

9.25.4.

9.25.5.

Refer to the Table of Commuon issues (Page 214) for further observations.

GUMA VALLEY WATER COMPANY (2011)

Supporting Documents Not Produced For Expenses
The auditors were not provided with the relevant supporting documents for expenses made by the
Company.

NASSIT Liabilities Not Paid

The auditors noted that the Company did not pay its NASSIT liabilities. It was recommended that
timely consideration should be given to matters raised by the auditors, if the full benefits of the audit
were to be realised.

Unchanging Payable figures

It was noted that the under-mentioned payable accounts did not move for the whole year under

review:

The auditors did not receive responses from the Ministry of Finance confirming the IDA loan
through Government which during the audit stood standing in the books at Le2,600,000,000 and
Le123,500,000,000 as current and non-current liability respectively. It was recommended that the
above accounts should be investigated, regularized and adjustments, as found to be necessary, made.
In addition, all efforts should be made by Management to ensure the acknowledgement of those
debts by the Ministry of Finance.

No Responses From Customers To Confirm Debtors Balances

Debtors circularization was done, but the auditors did not receive responses from customers for
debtors balances amounting to Le7,857,160,452. The auditors were also not provided with an aged
analysis report. It was therefore recommended that vital steps should be taken by management to
ensure the acknowledgement of those debts. It was also recommended that an aged analysis report
should be prepared and maintained at all times.

No Responses Received For Bank Confirmation Requests

The auditors did not receive bank confirmations for the following banks:
= Rokel Commercial Bank

»  Standard Chartered Bank
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9.26.

9.26.1.
9.26.2.

9.26.3.

9.26.4.

= First International Bank
=  Union Trust Bank
= First Discount House

It was recommended that the documents referred to above should be prepared and maintained for

future reference.

Refer to the Table of Commron issues (Page 214) for further observations.

ENVIRONMENTAL PROTECTION AGENCY (2012)

Matters Previously Reported

Invoicing

The Agency did not use the Quick Books financial management system for invoicing of licensing,
monitoring, screening and application fees. It was recommended that the Quick Books Financial
Management system should be used for billing, and the Client accounts that should be reviewed by
an independent officer of the Agency and relevant information should be made available for monthly

board meetings.

Official’s Response (31/12/2011)

The Executive Chair Person stated that Licensing and monitoring fees were calculated based on the Environmental
Impact Assessment License Regulations, 2010. He said it was based on environment footprint and not a fixced sum.
This regulation bas put the Agency in a better position to have a structured invoicing system, he added.

Auditor’s Comment
The recommendation has still not been implemented.

File Management and Storage System

We observed that the file management and storage system of the Finance Department of the Agency
was not well organised as accounting documents were not propetly stored and filed. It was
recommended that a proper file management and storage system should be put in place to ensure
that all accounting documents were accounted for and propetly stored.

Official’s Response
The Executive Chair Person stated that an improved system was currently in place and documents were scanned and
stored to ensure a better back up for all financial transactions.

Auditor’s Comment
The situation is still the same.

Budget Performance Reviews (Budget Tracking)

We observed that budget performance reports were not closely monitored by management to ensure
that expenditures were in line with approved budgets at all times. It was recommended that a budget
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9.26.5.

9.26.6.

performance report was to be prepared for the attention of management and the board on a monthly
basis. The budget report should at least disclose the following:

=  Approved budget

= Actual for the period in question

= Variances

= Explanation of such variances

Official’s Response

The Executive Chair Person said that management was developing a budget performance mechanism to ensure that
activities were aligned with proposed plans and timelines. A performance tracking table (PIT) he said was also
submitted to the office of the President on a quarterly basis.

Auditor’s Comments
The situation was still the same in both 2011 & 2012

Anomalies and Variances
Some variances and anomalies were observed in the accounts mentioned below:

Petty Cash — Leone Account

The sum of Le33,621,300 was noted between the monthly expenditure recorded in the Petty Cash
Register and those posted to the Quick Book Financial Management System. A difference of Le
5,187,400 was also noted between the physical cash count amount and the amount recorded as cash
balance in the draft Financial Statements. The auditors further noted a difference of Le 5,413,500
between the balance indicated as bank balance (as at 315t December 2012) in the bank reconciliation
statement and the amount indicated in the bank statement from Bank of Sierra Leone. It was
recommended that the above mentioned anomalies and variances should be investigated and
corrected. In addition, the petty cash postings to the Quick Book Financial Management System were
to be reviewed by a senior officer of the Agency to ensure that they were true and correct at all times.

Official’s Response

The Executive Chair Person stated that there were errors of mispostings between the Quick Books and the cash register
and those wonld be rectified. He also mentioned that the difference between the physical cash count amount and the
amonnt recorded as cash balance was as a result of the physical cash count incorporated in the entire region (i.e. Bo and
Makeni branch offices) whereas the cash balance was for the bead quarters. He further mentioned that the difference of
L1.65,413,500 between the balance indicated as bank balance in the bank reconciliation and the amount indicated in
the bank statement was due to the difference in the opening balances used. However, further investigations would be

carried out on this figure, he concluded.

Auditor’s Comment

The situation still remains the same

Withholdings Tax Deductions

Withholding tax deducted from payments to suppliers and contractors were not posted to the Quick
Books Financial Management System and as a result the amounts reported by the Quick Books
Financial Management System were in most cases in-correct. It was recommended that withholding
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taxes deducted from payments to suppliers and contractors should be accurately posted to the Quick
Books Financial Management System and those postings should be reviewed by a senior officer of
the Agency.

Official’s Response

The Executive Chair Person stated that withholding tax of 5% on payments to suppliers had been paid but not posted
to the Quick Books. He said that the Agency had some challenges in sharing the software among users which restricted
the rate of input. However, posting bhad been made in the current year 2013, he added.

Internally Generated Income

Receipt numbers were not posted to the Quick Books Financial Management Software which
rendered it difficult and time consuming to trace those incomes to their supporting documentations.
Receipts were also not issued for all licensing and monitoring fees received by the Agency for the
entire period under review. Furthermore, two different receipts were issued to Sierra Rutile Limited
and Talisman for the same amount although different dates were indicated in the receipts (Sierra
Rutile Limited — 0503-25/9/2012 and 0504 — 04/01/2012, Talisman — 0521 and 0520). It was
recommended that receipt numbers should be part of the transaction details posted to the Quick
Books Financial Management System in respect of income transactions. In addition, the above
mentioned transactions in respect of Sierra Rutile Limited and Talisman should be investigated and
corrected. Furthermore, receipts should be issued for all funds received by the Agency except it was

not proper to do so based on accepted accounting principles and practices.

Official’s Response

The Executive Chair Person stated that receipt numbers were not posted to the Quick Books financial management
software which had been enbanced. He noted that a better networking system of this software bad been put in place to
enable more users have access to the files, adding that the Agency realised that many proponents did not collect receipts.
He further said that the two djfferent receipts were cancelled but that was not indicated in the books.

Auditor’s Comments
The cancelled receipts are yet to be verified.

Vital Documents Of Funds From Donors Not Submitted For Inspection

The audit revealed that funds from UNEP Funded Project amounted to Le 257,494,277 and UNDP
donations, Le 166,217,248. However the grant agreements and correspondence from UNDP and
UNEP were not made available to substantiate the truthfulness of the above mentioned amounts. It
was therefore recommended that the documentation supporting the above mentioned transactions
must be made available for verification.

Official’s Response

The Executive Chair Person said that some of those projects were inberited from the Ministry of Lands and the
Environment and there were other projects, funded by the UNDP who were the custodians of the original Grant
Agreements. He added that the EPA could facilitate a meeting with UNDP for more insights into those projects.

Auditor’s Comment
The issue is still outstanding.
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Arithmetical Errors On Staff Payroll

There were a number of arithmetical errors in the staff payrolls in respect of basic salary, allowances,
gross pay, PAYE and NASSIT. It was recommended that payroll calculations must be checked by a
senior officer of the Agency for arithmetical errors and other inconsistencies.

Official’s Response
The Executive Chair Person stated that those anomalies had been rectified.

Remuneration for Board Members
The following were observed:
= A resolution was passed by the board in November 2012 to pay each board member a bonus of
Le 8,000,000
= Terminal benefits were paid to three staff at a rate of 30% per annum for each term of office;
= Members of the board were given 200 litres of fuel per month instead of 50 litres per month
which was agreed by them in December, 2011 contrary to the fact that remuneration including
bonuses granted to board of directors should be determined by an independent body and not by
the Board of Directors themselves; and
® The term of office of most of the board members had expired as they were appointed into
office for a period of three years, i.e. three yeats to October/November 2012.

It was recommended that the above mentioned transactions be ratified by the authorised officer.

Official’s Response

The Executive Chair Person in his response mentioned the following:

The Act as quoted above provides the board with the mandate to approve these payments. Also, please note that
Section 6 is not unique to the EPA, as the Radjation Act also provides likewise;

The board had approved these percentages. There are relevant board minutes to confirm these percentage increases;The
figure was inadvertently recorded as 50 litres of fuel per month instead of 200 litres which was the amount approved by
the board. Board minutes are vailable to support this claim; and

The term of office of the board members have been approved by the office of the President in retrospect. 1etters are
available for inspection.

Auditor’s Comment

The above mentioned letters are yet to be made available for inspection.

Refer to the Table of Common issues (Page 214) for further observations.

SIERRA LEONE BROADCASTING CORPORATION (2011 & 2012)

Incompetent Finance Staff

The personnel responsible for the accounting and financial operations of the Head Office lacked
basic accounting skills and experience required for the effective and efficient running of the Finance
unit. There was the absence of simple double entry book keeping system, resulting in the non
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existence of general ledgers in the organisation. The lack of understanding was demonstrated in the
trial balance for the Accounting years ended 315t December, 2011 and 315t December, 2012.

Official’s Response

The MD stated that management acknowledged the observation made under that sub heading regarding the finance
department. The staff in that department were inherited from the Sierra Leone Broadeasting Service (SLBS) when it
was a Civil Service, and at that time, Civil Servants of their level were only knowledgeable in the 1 ote Service Ledger
accounting system, which is no longer in use, he added. He however, stated that efforts had been made by Management
to secure an accounting software package and staff training wonld be provided in order to meet the international
accounting principles. He further mentioned that management had also put in place manunal Double Entry book
keeping system and the Trail Balance for the accounting year which ended 317 December 2011 and 31" December
2012, and had been adjusted and ready for verification.

Auditor’s Comment

This issue has not been fully resolved.

Salary Advances and Loans
In 2011 and 2012, Le 5,260,000 and Le 5,711,000 respectively were selectively not deducted from the
salaries of certain individuals. It was recommended that the Finance Department should ensure the

deductions of staff loans and advances from salaries.

Official’s Response

The MD stated that Management acknowledged that finding, following their internal investigation of the matter. He
said that they were pleased to inform ASSL that with effect from October 2013 all staff indebted to the Corporation
were going to have deductions made from their salaries. The finance staff who allowed this anomaly to occur had been

served with query letters, for necessary actions, he further mentioned.

Auditor’s Comment
Only Le2,000,000 had been recovered.

Payment Vouchers Missing

The Corporation used pre-numbered payment vouchers. From the payment voucher files made
available for 2011 and 2012, many payment vouchers were missing. The Finance Department
operated an Excel spread sheet for Book keeping purposes. However payment voucher number was
not among the data recorded on the system. The Department only recorded date, cheque number,
amount and payee, thus making it difficult to trace transaction on the system by reference to voucher
numbers. There were also many cheques not recorded in the system as expenses. On examination,
the auditors verified that though most of the cheques were cancelled, some of the missing cheques
on the records were paid to payees and cashed by the bank.

Official’s Response

The MD stated that management acknowledged that personnel of the finance department were using pre-numbered
vouchers during the period under review. He however stated that management wished to inform ASSL that with the
procurement of an accounting software package, the acconnting system in the Corporation wonld become easy to reference
any payment voncher. He further mentioned that management wished to inform ASSL that all missing vouchers and
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cheque numbers that were not recorded in the system as expenses had been adjusted in the financial statements, and were

ready for verification.

Audit Verification Report

It was observed that some vouchers were still missing.

Refer to the Table of Commron issues (Page 214) for further observations.

ROAD MAINTENANCE FUND (JULY 2011 - DECEMBER, 2012)

Procurement Procedures Not Followed

Procurement procedures were not followed for expenditures totalling Le204,274,400. It was
recommended that procurement procedures must be adhered to, according to the Procurement Act,
of 2004 and where the procedures were not complied with, the reasons should be documented.

Auditor’s Comment

During the verification exercise, supporting documents were provided for the above mentioned
procurements by management but supporting documents were not provided for amounts totaling
Le 204,274,400 to show that proper procurement procedures were followed.

Excess Payment To Contractors

Independent checks to confirm correctness of outstanding amounts owed to contractors were not
done by the administration for the payment requests sent by the SLRA. As a result of this
Le14,442,652 was paid in excess in the case of the final payment request verified. Also, some cheques
which were prepared for payment to some contractors were not collected by them. It was
recommended that all payment requests by SLRA should be investigated and approved, before
payments were made to avoid over payment by the administration.

Official’s Response

The CEO stated that the payments in question related to contracts awarded by SLRA between 2010 and 2011
before the RMEA took over the management of the fund. He mentioned that those were liabilities passed over to
RMFEA by SLRA without the supporting signed contracts between SL.RA and the contractors. He said that they had
acted in good faith trusting and relying on the submission of SLRA as the employing agency and in accordance with the
provisions of Section 23 (2) (a) of the RMEA Act, 2010. He however stated that he would ensure that all future
requests by SLRA were thoroughly scrutinized and verified, and supporting documentations obtained.

Auditor’s Comment
The issue is still outstanding.

No evidence of board minutes

There was no evidence of board minutes with respect to sitting fees paid to four board members
amounting to Le7,500,000. It was recommended that the evidence of board meetings should be
made available for audit inspection or the board members in question must refund the sitting fees to
the Administration.
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Official’s Response

The CEO stated that minutes of the Board Finance Committee Meetings which approved the payment of sitting fees to
board members were available for andit inspection. He said that the Committee meeting minutes had been filed
separately from the main Board minutes which were requested for audit inspection during the field andit.

Auditor’s Comment

Evidence of Board Meeting was seen for only 25% January, 2012. For the other missing Board
minutes, the CEO informed the audit team that the previous Finance Director had not been keeping
copies of Board Minutes and that was why copies of Board Minutes had not been provided to the
audit team.

Breach of the RMFA Act

There was no Board meeting for the period March 29, 2012 to October 9, 2012 which was in
contravention of section 6(1) of the Road Maintenance Fund Administration Act 2010, which states
that “The Board shall hold its first meeting on a date and at a time to be determined by the minister,
after consultation with the board; and after that, the Board shall meet for the dispatch of business at
least once every three months”. The Chairman last attended a board meeting on 29t March, 2012,
two board meetings were held in his absence on the October, 2012 to January 23, 2013. The RMFA
Act was also not clear on the power to convey regular board meetings. It was recommended that the
Administration should ensure that it complied with the RMFA Act, 2010 regarding the convening of
Board meetings.

Official’s Response

The CEO in his response stated that he had no idea why the board did not meet as required by the Act with regard to
the chairman not attending board meetings, the CEQO confirmed that the Chairman bad been informed of all Board
meetings.

Auditor’s Comment
The issue is still outstanding.

ENHANCED INTEGRATED FRAMEWORK COUNTERPART FUNDING (2012)

Counterpart Fund

An amount of Le100,000,000 was paid into the Counterpart Fund by the GOSL for the EIF project.
However, no records for the above transaction were disclosed in the 2012 Financial Report of the
Project as required by Project Reporting Standards. It was recommended that all government support
to the project must be disclosed in the financial report and that the National Implementation Unit
should ensure that it complied with the reporting standards in the Memorandum of Understanding.

Official’s Response
The Project Coordinator stated that in future, the issue wonld be addressed accordingly.
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Auditor’s Comment
The Le 100,000,000 government support to the counterpart fund was not disclosed in the financial
Report. The issue is still outstanding,.

W/A REGIONAL COMMUNICATIONS INFRASTRUCTURE PROGRAMME (2012)

No Segregation Of Duties

There were control weaknesses in the processing and recording of financial transactions. Adequate
segregation of duties did not exist between the initiation, authorization, disbursement and recording
function, as the Financial Management Specialist carried out all the operations alone from inception
to conclusion.

Official’s Response

The Project Coordinator stated that MolC had assigned the Accountant of the Ministry to handle the finances of the
Project. He also mentioned that a Finance Clerk had being assigned to assist the Accountant in the Project. He said
that hopefully, the increment of staff wonld reduce the work load of the Accountant and ensure segregation of duties.

Auditor’s Comment
The issue is outstanding.

Periodic Review Of The Project’s Internal Controls And Compliance Was Not Done

The Ministry of Information and Communication’s Internal Audit is charged with the responsibility
to review the internal controls systems, the overall operations and compliance with the agreement of
the project. The Internal Audit did not conduct any work on the project for the period under review.

Official’s Response

The Programme Coordinator in his response stated that the MolC had directed the Internal Audit team of the
Ministry to prepare quarterly work plan and andit programmes in reviewing the internal control processes of the PIU
and submit quarterly reports on its work with the project. He said that full access had been given to the anditors to all
financial records and documents.

Auditor’s Comment
The issue is still unresolved.

Refer to the Table of Common issues (Page 214) for further observations.

INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT/RURAL
FINANCE AND COMMUNITY IMPROVEMENT PROJECTS (2011)

Financial Issues

A handful of Payment Vouchers relating to the procurement of certain items inspecting by the
auditors, did not bear the signature of the Coordinator, confirming his approval/authotization of the
transaction. It was therefore recommended that management should ensure that payment vouchers
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were completed in full and initialed by authorized personnel before any payment transaction was
effected.

Official’s Response
The Project Coordinator said that management wonld ensure that all payment voucher were fully initialed by the
appropriate personnel.

Sites visitation

The auditors visited project areas in Kenema, Kailahun, Kono and Koinadugu districts, where the

Rural Finance and Community Improvement Projects (RFCIP) sponsored by the International Fund

for Agricultural Development (IFAD) and Government of Sierra Leone (GoSL) were undertaken,

and the following were observed:

= The construction of the Technical Assistant Agency building at Lambayama Section Blama
Road Kenema was still in progress.

= The construction of the Financial Services Association (FSA) building at Largo in the Nongowa
Chiefdom is yet to be completed. The reason for the delay was that the initial contract was
terminated and another contractor was subsequently sought.

* The construction of the Community Bank at Tongo Field in the Lower Babara Chiefdom had
been completed and ready for full operations but the Manager’s quarter was yet to be fenced.

It was recommended that more efforts were to be put in place to ensure the speedy completion of
the projects.

Official’s Response
The Project Coordinator noted the observations and recommendation.

Kailahun District

Projects:

The projects visited in the Kenema district were as follows:-

The construction of the Ward Committee Office at Pendembu and Kangama.

Implementing Agency: Rural Finance and Community Improvement Project (RFCIP)

The sites visited were Mandu Chiefdom, Pendembu and Kangama.

It was observed that the construction of the Mandu Financial Services (FSA) building was yet to be
fully completed. The reason for the delay was that the initial contractor was not performing
effectively and the contract was in effect terminated and a new contractor was hired. The
construction of the Ward Committee Offices in Pendembu and Kangama Town had been
completed. It was recommended that efforts were to be increased to ensure the completion of the
projects.

Official’s Response
The Project Coordinator stated that action had been taken to ensure speedy completion of the construction of the FS.A

at Mandn Chiefdom.

Kono District Projects:
The projects visited in this district were as follows:-
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® The construction of the Kangama Financial Services Associations (FSA) building in the Gorama
Chiefdom;

® The construction of the Nimikor Community Bank in the Njaiama Nimikor Chiefdom; and

® The construction of a Ward Committee Office at Ngo Town in the Njaiama Swafe Chiefdom.

Implementing Agency: The Rural Finance and Community) Improvement Project (RFCIP).

The sites visited were: Goroama Chiefdom, Njaiama Nimikor Chiefdom, Njaiama Swafe

It was observed that the construction of the Financial Services Association (FSA) building at
Kangama in the Gorama Chiefdom had been completed and currently in use. In addition, the
construction of the Community Bank at Njaiama Nimikor Chiefdom was yet to be completed and
the construction of a Ward Committee Office at Ngo Town Community in Njaiama Swafe
Chiefdom had been completed. It was recommended that the project implementation team should
intensify their effort to ensure the completion of the project.

Official’s Response

The Project Coordinator noted the observations and recommendation.

Koinadugu District Projects:
The projects visited in this district were as follows:-
® The construction of the Musaia Financial Services Association (FSA) building
® The construction of a Ward Committee Office in the Folosaba Dembela Chiefdom.
= Implementing Agency: The Rural Finance and Community Improvement Project (RFCIP).

The site visited was the Musaia Community.

It was observed that the construction of the Ward Committee Office at Musaia had been completed
and the construction of the Musaia Financial Services Association (FSA) building in the Folosaba
Dembehla Chiefdom was yet to be complete.

It was recommended that efforts should be intensified to ensure the speedy completion of the
Musaia Financial Service project.

Official’s Response

The Project Coordinator noted the observations and recommendation.

General Observation

The Engineers of the various projects should more effectively monitor and supervise the projects
under their control to ensure that they are completed within the time frame set in the contract
agreements and according to the agreed designs.

Official’s Response

The Project Coordinator noted the observations and recommendation.
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9.32. INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT /
REHABILITATION AND COMMUNITY-BASED POVERTY REDUCTION PROJECT
(2011)

9.32.1. Sites Visitations
The auditors visited the Kenema, Kailahun, Kono and Koinadugu Districts where the projects
sponsored by the International Fund for Agricultural Development (IFAD) under the Rehabilitation
and Community-Based Poverty Reduction Project and Government of Sierra Leone (GoSL) were
undertaken.

9.32.2. Kenema District
Project - The rehabilitation of the Inland Valley Swamp (IVS) at Tissor in the Nongowa Chiefdom.

Implementing Agency-Rehabilitation and Community-Based Poverty Reduction Project (RCPRP)

Site Visited - The Tissor Community, in the Nongowa Chiefdom.

During visit of the auditors to the Kenema District they observed that some community members
(beneficiaries) at Tissor in the Nongowa Chiefdom did not seem to understand their contribution in
project implementation for the development of the Inland Valley Swamp in their Community. They
had the misconception that the main focus of the project was to provide finances, which were being
entrusted to the elders, focal persons and chairpersons, for distribution to the community. It was
recommended that a community sensitization exercise was undertaken to ensure that the
beneficiaries of the IVS projects were given a clear insight into the aims and objectives of the
projects.

Official’s Response

The Project Coordinator said that be noted the observations and recommendation. He however mentioned that they had
mounted series of sensitization on their projects aims and objectives. Notwithstanding the above, management wonld
embark on more proactive sensitization approach that wonld give clear insight of the projects objectives, be added.

9.32.3. Kailahun District
Projects -The main projects undertaken in this district were:
= Rehabilitation of thel2.5 km feeder road spaning the Jawaie to Mandu Chiefdom,
= Rechabilitation of the Inland Valley Swamp (IVS) at Daru Jawaie Chiefdom, Pendembu and
Kangama .

* The construction of four (4) quarters at Clonal Garden in Pendembu Town .

Implementing Agency - Rehabilitation and Community-Based Poverty Reduction Project
(RCPRP).

Sites Visited were:- Daru Jawaie — Chiefdom, Mandu Chiefdom and the Pendembu Clonal Garden

During the visit of the auditors to the Kailahun district the following were observed:

® The Rehabilitation of thel2.5km feeder road that spans the Jawaie and Mandu Chiefdoms had
been completed.

®  The rehabilitation of the Inland Valley Swamp (IVS) at Daru in the Jawaie Chiefdom was faced
some constraints of limited tools to expedite the project.
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® The construction of the four (4) quarters in Pendembu Clonal Garden was near completion.

It was recommended that efforts should be increased to ensure the speedy completion of the
projects. Moreover the project implementation agency should consider instituting a maintenance
policy for the roads that had been rehabilitated.

Official’s Response
The Project Coordinator stated that a road maintenance fund bad been set up by the Government of Sierra Leone fo
ensure continuous rebabilitation of feeder roads.

Kono District
Projects - The main project undertaken in this district is the development of the Tuiyo Inland Valley
Swamp (IVS) at Fiama Chiefdom.

Implementing Agency - Rchabilitation and Community-Based Poverty Reduction Project
(RCPRP).

Site Visited - Tuiyo Fiama Chiefdom

It was observed that the rehabilitation of the Inland Valley Swamp (IVS) at the Tuiyo Fiama
Chiefdom was ongoing as scheduled. It was therefore recommended that a continuous rehabilitation
programme was instituted in order for the Inland Valley Swamps (IVS) sites not to be left

unattended.

Official’s Response

The Project Coordinator said that he noted the observations and recommendation.

Koinadugu District
Projects -The main project undertaken in this district was the rehabilitation of the Inland Valley
Swamp (IVS) at Madina in the Folosaba Dembela Chiefdom.

Implementing Agency - Rechabilitation and Community-Based Poverty Reduction Project
(RCPRP).

Site Visited - The Madina Community

It was observed that the rehabilitation of the Inland Valley Swamp (IVS) at Madina, in the Folosaba
Dembehla Chiefdom had been completed. For continuous IVS development programmes it was
therefore recommended that the Inland Valley Swamp (IVS) sites should not be left unattended.

Official’s Response

The Project Coordinator said that he noted the observations and recommendation.

General Recommendations
The Engineers who have been contracted to undertake various projects should be effectively
monitored and supervised to ensure that the projects are completed within the time frame set in the

contract agreements and according to the agreed designs.
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The project implementing agency should institute continuous development programmes after the
initial project period ends so that the Inland Valley Swamp (IVS) sites would not be left unattended
thereby resulting in the swamp becoming bushy and unusable in the coming seasons.

The project implementing agency should consider instituting a maintenance policy so that the roads
would not return to their former states.

Official’s Response
The Project Coordinator noted the observations and recommendation.
Refer to the Table of Commron issues (Page 214) for further observations.

YOUTH EMPLOYMENT SUPPORT PROJECT (2012)

Computerized Accounting Software

In accordance with the Project Operations Manual, page 23, Chapter 101, “the books of account will
be maintained on computerized accounting system (Sun Accounting), in order to ensure accurate
processing and reporting of the use of funds.” This was not in place during the course of the audit
assignment. An excel spread sheet print-out was made available to the auditors. It was recommended
that Sun Accounting Software should be procured and installed and all staff involved in the financial
management of the project should be given comprehensive training.

Official’s Response

The Project Coordinator stated that Management was of the view that the Sun Accounting Package was too large
taking into consideration the size of the project. He said that Management would look into other possibilities to address
the concerns of the auditors.

No Chart of Account Developed

There was no Chart of Account developed for the project. It was recommended that there must be
Chart of Accounts developed for the project, which must be in compliance with the Project
Operation Manual and in consonant with the Finance Agreement.

Official’s Response
The Project Coordinator stated that discussions had commenced with the relevant departments within the Ministry for
the Government’s chart of accounts structure to be rolled over to the project.

No signed Contract Letter for Consultants

There was no Contract Letter or Letter of Engagement signed by the Consultants who received
salary from the project implementing unit. There were evidences that payments were made at the
end of the respective months to consultants, but they could further examine the terms of
engagement to establish if the terms were being complied with by the duo. It was recommended that
the Contract Letter or Letter of Engagement must be made available to the auditors as audit evidence
or a letter of representation be made by the project implementation unit.
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Official’s Response
The Project Coordinator stated that Contract letters were available for all core staff being paid from the project and
could be made available for review.
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CHAPTER 10
CITY, MUNICIPAL AND DISTRICT COUNCILS

MAIN POINTS

What we did

The principal objective of these audits was to express an opinion as to whether the financial
statements of local councils give a true and fair view of the state of affairs of the Councils and
whether they are prepared in accordance with the acceptable accounting framework and other
relevant legislation. Risk based, the audits covered the period 1st January to 31st December 2012.
They focused on the transfer of local government grants and other grants made to the Councils in
respect of operations and for devolved functions. They also covered the general processing of
payment vouchers, revenue and receipt, disbursement, cash and bank, payroll, fixed assets, budgets,
stores, procurement and compliance with the Local Government Act, 2004 and other applicable
regulations. Conducted in accordance with ISSAI standards, the audit test procedures included the
examination of Councils’ records, their control environment, control procedures, statutory
disclosures and other requirements. The auditors also conducted interviews with key personnel.

Why it is important

Under its decentralisation program the Government of Sierra Leone funds many of the activities of
local councils from central revenues held in the Consolidated Fund. Obtaining an audit level of
assurance on the governance of local councils, accounting and reporting as well as the level of
internal control exercised over expenditure of these funds is a matter of profound public interest.
Many aspects of key services delivered to the public such as health and education are funded through
the Councils and so the level of financial control exerted has a direct impact on the quality of service
delivered. The extent to which there is evidence of legal compliance with statutory obligations, strong
internal control and the employment of good business practices generally also inform our view on
the quality of overall governance evident in public financial management.

What we found

The Financial Statements for 19 Councils were submitted for audit before, or shortly after, the
legislative deadline of 31st March 2012.

The audits of the operations of the local councils indicated that the financial management of the
Councils needed to be improved with a clear focus on basic principles of internal control and proper
records management. Significant matters identified in the audit examinations across all Local
Councils fall into the following categories:

Inadequate budgetary process;

Reporting and Presentation of Financial Information;

Breaches of Procurement Act and Regulations;

Expenditure not supported by relevant documentary evidence;

No guidelines for the payment of Councillor Sitting Fees and other allowances;

Statutory deductions not paid over to the relevant Authorities;

Inadequate control over the collection, recording and reporting of Financial Transactions;

Set targets of the Performance Management Contract not met;

O O O O O 0O O O O

Internal Control Environment /Internal audit ineffective and
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o IT Control Environment deficient
These observations are expanded upon in more detail below and in even greater detail in the
individual Councils’ Reports submitted to the Minister of Local Government and Rural

Development.

Summary of Detailed Findings and Recommendations

Inadequate Budgetary Process

Paragraph 67(2) of the Local Government Act, 2004 requires that the budget should reflect the
priorities and needs of the localities within the district. However, there was no evidence to justify
that the various Wards within the Councils were consulted in preparation of the Councils’ budgets.
Also, evidence of regular review of Councils’ cash flow position was not available for audit. In
most instances, variances were observed between Medium Term Expenditure Framework (MTEF)
Budget Estimates 2012 prepared and submitted by the council and the budgets disclosed in the
Financial Statements.

Reporting and Presentation of Financial Information

A more comprehensive reporting system using International Public Sector Accounting Standards
(IPSAS) Cash Basis was introduced to all Local Councils during the financial year 2012. The
Financial Statements of Councils for the year ended 31st December 2012 were prepared in
accordance with the Local Government Act, 2004 and its undetlying Financial Regulations.
Additional financial statements were prepared using the modified cash basis of accounting. This was
done mainly to capture loans and advances, investments and outstanding public debt of the Councils
as part of its financial assets and liabilities so as to provide a statement of assets and liabilities, as

required by the Financial Regulations.

However control weaknesses were observed in the use of the PETRA Accounting System which
generated the accounting information that was used to prepare the Financial Statements. In some
instances, differences were noted between amounts recognized in the Financial Statements and
those generated from the PETRA Accounting System.

Breaches of Procurement Act and Regulations

Lack of three Requests for Quotations (REQ)

Section 45(1) of the Public Procurement Act 2004 requires that the Councils request quotations from
at least three potential suppliers before ordering goods, works or services. Before ordering goods and
services valued at Le3.5 billion in 2012 this requirement was not met by the Councils. As well as
breaching the legislation, this action may have resulted in the Council not achieving maximum value

for money.

Wrong procurement Methods

Section 38 of the Public Procurement Act 2004 requires that the Council should undertake open
competitive bidding when ordering goods, works or services. This requirement was not met by two
Councils during 2012, as an amount of Le296.1 million, was spent for goods and cleaning of
Hospitals for which tendering procedures were not carried out. The decision not to use the NCB for
these contracts may have resulted in the Councils not maximising value-for-money and increased the
risk that the contract will not be delivered successtully.
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Contract Conditionality not followed

O

A contract for the supply of food and non-food items to the Koidu Government Hospital was
awarded to a contractor in February, 2011, and expired in February 2013. The contract price was
Le266, 000,000 but payments made as at the 27t of August 2012 exceeded the contract price by
Le57,369,200. However, an amended contract to justify the excess payments was not submitted
for inspection.

The sum of Le25,000,000 was paid for the supply of 100 dust bins to the various Wards for
waste management activities. It was however observed that these dust bins were still not
supplied. There is now a significant risk that this contract will not be delivered successfully and
that Council funds have been wasted.

On the 12% of March 2012, a contract was awarded for the construction of a Well-Fed Gravity
Water system in Boajibu, Simbaru Chiefdom. The total contract price was Le192,870,000. A
petformance bond/advance payment guarantee to secure the contractor’s obligation to fulfill the
contract was not obtained from the contractot.

A Certificate of Completion, progress payment certificate, engineering and monitoring report
were not submitted for two contracts (Construction of Cold Room and Well-Feed Gravity Water
System). A total payment made for these contracts was Le667,450,830.

An amount of Le 244,975,634 was paid to a contractor for which Defect Liability Certificates
were not submitted to the ASSL for review.

A review of the procurement documents relating to the contract for the supply of Diet to the
Lakka Government Hospital, disclosed that one of the bidders submitted, as part of its bid
documents, a letter of recommendation signed by both the Matron and Medical Superintendent
of the hospital. It was surprising to note that these two officers were also members of the
Evaluation Committee for the award of the contract and there was no evidence to show they
declared their conflict of interest. The contractor was awarded the contract for the sum of
Le483,408,000.

The contract for the supply of 40 KVA Generator was awarded for sum of Le150 million. The
Company that was awarded the contract did not submit a Manufacturer’s Authorisation
Certiticate (MAC), as required by the Invitation for Bids.

It was observed that contingency fees amounting to Le15,000,000 and Le4,347,925 in relation to
the contracts for rehabilitation of a perimeter fence at the Lakka Government Hospital and
rehabilitation of an Education office at Waterloo were included and paid with the contract price
even though no events took place that should have been certified by the Engineer

Table 10.1 -Breaches of Procurement Act and Regulations, identifies Councils and provides values for

examples of the types of breaches described above.
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Payments without adequate documentary evidence

Standard accounting practice and internal control procedures dictate that an authorised officer shall,
before making any payment against a voucher, check that:

® the voucher is propetly supported by the prescribed documents; and

® the documents are attached to the voucher and are correct and complete in every respect.

In the Financial Statements for 2012 a significant amount of expenditure (excluding payroll costs)
could not be supported by adequate documentary evidence such as receipts, invoices, beneficiary
lists, delivery notes, etc. Based on sample testing, the estimated value of such expenditures is
approximately Lel.07 billion. The absence of documentary evidence in the payment and receipt of
goods, works and services may cast doubt on the authenticity of financial transactions. It was
recommended that all documents pertaining to the authorisation, receipt of goods or services and
payment of expenditure should be retained; this would help to ensure that expenses are correctly
recorded and properly accounted for by the Councils.
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No guidelines for the payment of Councillor sitting fees and other allowances

Payments totalling Lel.35 billion were made to Councillors as sitting fees and allowances during
2012. Section 30(2) of the Local Government Act 2004 requires that the Ministry of Local
Government and Rural Development, in consultation with the Ministry of Finance and Economic
Development, should issue guidelines to Councils with regard to the payment of any allowance or
remuneration. To date, no such guidelines have been issued.

Although, as stated above, no guidelines on this matter have been issued by the Ministry of Local
Government and Rural Development as required by law, it is self-evident that sitting fees and other
allowances should only be paid to Councillors for meetings which they actually attend. During the
year to 31st December 2012, the sum of Le438.2 million was paid as sitting fees and other
allowances to Councillors who were absent from the meeting to which the payments related. Also,
the sum of Le227.5 million was paid as sitting fees and other allowances to Councillors without any
evidence in the form of attendance registers and minutes to justify that Council meetings were held
to which the payments related.

Statutory deductions not paid over to the relevant Authorities

Withholding taxes, PAYE and NASSIT contributions of Le82.3 million, Le344.7 million and 1.e345.9
million respectively, were in most cases not deducted and paid over to the National Revenue
Authority and NASSIT as required by the Income Tax Act. Failure to pay tax reduces the amount of
revenue collected by and available to Government and threatens delivery of critical Government
services. The failure to deduct and pay over the amounts withheld from employees’ salaries will result
in contribution gap difficulties being encountered at NASSIT by employees on retirement. The
retirement benefits of staff will be seriously affected as retired workers will not be able to get their
correct terminal benefit packages and the Council risks being sanctioned for not complying with
regulations related to amounts withheld.

Table 10.3 -Statutory Deductions Not Paid Over to the Relevant Authorities, identifies Councils and provides
values for the statutory deductions.
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Inadequate control over the assessment, collection, recording and reporting of Financial
Transactions

In accordance with Sections 40(1) of the Financial Management Regulations (FMR 2007), the
vote controller is personally responsible for ensuring that adequate safeguards exist and are
applied to the assessment, collection of and accounting for such revenues and other public
moneys relating to their departments or offices. During 2012, Own Source Revenue amounting
to Le382.5 million was not brought to account. The system may be abused by dishonest officials
and as a result Councils may not be able to meet planned commitments. This may undermine the
credibility of the Financial Statements. The Chief Administrators should ensure that controls
over the assessment, collection, recording and reporting of financial transactions are adequate. In
addition, proper supervision and review should be employed to ensure that monthly
reconciliations are carried out and that transactions recorded in the books of account are
accurate and complete and are supported by the appropriate documentary evidence.

It was also observed that the sum of Le3.95 billion relating to Property Rates was still in arrears
in one of the Councils. This may lead to the loss of public funds and will undermine the
Council’s development programmes. The Chief Administrator should ensure that effective
modalities are instituted to enhance the collection of property rates from the institutions.
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Set targets of the Performance Management Contract not met

In November 2011 Local Councils entered into a contracting agreement with His Excellency the
President on performance tracking of Councils. The rationale of the performance tracking initiative
was geared towards development of the respective district/city/municipal councils with regards
generating their own revenue and utilising it for development purposes instead of relying on funds
from central government and/or donor dependency. The implementation of the performance
tracking commenced in January, 2012.

However, at the end of 2012 the targets set in the Performance Management Contract that were
agreed on between His Excellency the President and the Councils were not fully met for some of the
specific deliverables.

Internal Control Environment

The Internal Audit Units in the Councils are a key component of the system of internal control.
Section 84 (2) and (4) of the Local government Act 2004 requires the Head of the Internal Audit
Department to prepatre a report on the internal audit work carried out by the Department during the
three months immediately preceding the preparation of the report, and submit it to the local council.
These sections also require that a copy of the Internal Audit Report should be sent to the Minister of
Local Government and Rural Development. We noted these Units were grossly understaffed, there
were no Internal Audit Manuals; and that there was no evidence to show that the Internal Audit
Reports were submitted to the Minister for the period under review.

Effective checks on internal controls and the accuracy of transaction recordings were not carried out
on the books of account. Reviews were only carried out on payment vouchers. No risk management
process was in place at the councils to identify and respond to the risk of fraud.

IT Control Environment

Provisions for virus protection for desktop PCs and laptops are inadequate. Antivirus software is
inadequate. In fact most of the computers at the Councils were infested with viruses.

The PETRA accounting package for local councils makes provision for manual Payment Vouchers
(PV) numbers to be inputted into the system. It was however observed that the expense voucher
listing report in the PETRA did not have any provision for this; thus making it extremely difficult to
trace individual payments to their source documents. In the same vein, the system generated PV
numbers were in most instances not indicated on the manual PV in order to expedite the easy
retrieval of Payment Vouchers.
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CHAPTER 11

LOCAL CHIEFDOMS

MAIN POINTS

The audits of Local Chiefdoms focused primarily on the collection and administration of local taxes
and other revenue generated by Chiefdom Councils which were deemed as high risk areas. Risk
simply means the possibility of something undesirable happening at some time in the future and
could have a negative impact should it happen. The exercise was carried out to ascertain whether the
financial documents and books of accounts were a reasonable presentation of the results of the
activities for the period, and applicable internal control procedures necessary for sound and prudent

financial management were in place, and in line with existing rules and regulations.

Why it is important

According to the Local Government Act of 2004, the Chiefdom Councils’ significant role is to
ensure that revenues raised from local taxes and from mining revenues other than those collected by
the Government are shared between itself and the Local Councils. Such revenues are used in the
running of the affairs of the Chiefdoms.

What we found

In general and across virtually all Local Chiefdoms the significant matters identified in the audit
examinations fall into the following areas:

Poor cash and bank account management practices;

Missing supporting documentation for transactions;

Inadequate use of or a failure to use Asset Registers;

Failure to deduct withholding tax from supplier remittances;

Monthly Bank Reconciliations not carried out; and

O 0O O O O O

Precepts not deducted and paid to the Local District Councils.
There were also instances of largely unpresented documents upon request by auditors. Those vital
documents hindered the audit exercise and sadly, after thirty days in which personnel of various

chiefdoms were advised to produce those documents, most of them were not available.

Opverall the findings suggest a need for greatly improved financial management with a clear focus on
basic principles of book keeping.
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Summary of Detailed Findings and Recommendations

Common Issues

These common issues are outlined in the paragraphs below. Table (1) shows to which chiefdoms
each of these issues relate and, where appropriate, values are also included. It should be noted that
only the most common issues are addressed here. Other audit issues are reported under the report

section relating to specific Local Chiefdoms.

Payments without supporting documents

Supporting documents for payments made by Local Chiefdoms, totalling 1.e313,074,513 were not
presented for audit inspection for the reviewed period. As these documents were not made available,
there is the risk that these payments were for goods or services that were not actually delivered to the
respective institutions. It was recommended that Chiefdom Administrative Clerks should ensure that
all supporting documents in relation to those transactions were submitted to ASSL for inspection
and, in future, ALL supporting documents must be attached to PVs and retained for audit purposes.

Monies not brought to Account

A comparison between the receipt books used in the collection of revenue and the Bank Pay-in-slips
and statements revealed a difference of Le86,396,000 that was not brought to account. It is critical
that all revenue collected must be banked for proper accountability; otherwise it may be diverted into
private use. It was recommended that in future, the revenue generated from the payment of local
taxes, fines and other charges should be banked intact and the bank statements and pay-in-slips
retained for audit and reference purposes. The Chiefdom Administrative Clerks should also ensure
that the total amount was accounted for by those concerned and paid back into the Chiefdom’s
Account and payment forwarded to ASSL for verification.

Payment without recipient signature

There was no evidence in the form of recipient signatures on the payment vouchers as evidence of
receipt to indicate that salaries/payments amounting to Le20,791,496 were received by
suppliers/staff of the Chiefdom. There is the risk that salaries/payments were not made to the
intended beneficiaries. There is a possibility that payments may be made to non existing suppliers or
staff. The Chiefdom Administrative Clerks should provide the documentary evidence indicating that
salaries/payments were received by the correct recipients and this must reach ASSL within thirty (30)
days of the receipt of the report; otherwise, the full sum should be refunded.

Withholding tax not deducted and paid to the NRA

During the audits of the Local Chiefdoms conducted during 2013 it was identified that withholding
taxes totalling 1.e6,245,300 were not deducted and paid to NRA as specified by section 117(4) of the
Income Tax Act 2000. The amounts identified during the audits MUST be recovered and paid to
NRA and evidence of payment forwarded to the ASSL for verification. The Commissioner of
Income Tax should also take necessary action. The Government of Sierra Leone relies on tax
revenue to finance key public services. Failure to properly and fully deduct, collect and remit
withholding tax reduces available government revenue and, ultimately, reduces the level and quality
of public services received by citizens.
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Monthly bank reconciliations not prepared

A number of Local Chiefdoms audited did not perform monthly bank reconciliations during the
period subject to audit. It is critical that institutions propetly reconcile the statements received
regularly from commercial banks and cashbook records maintained within the institution. This
ensures that accounting entries recorded in the cashbook represent all transactions carried out and
that amounts recorded are correct. Failure to reconcile the bank accounts in such a way raises
question marks not only on the cash balance recorded in the cashbook but also over revenue and
expenditure items reported. It is critical that the Local Chiefdoms perform bank reconciliations
shortly after the end of each month. All differences should be fully investigated and the appropriate
corrections made to the cashbook.

Precepts not deducted

Local tax collected during the period under review revealed that precepts amounting to L.e96,702,133
were not deducted and paid to the Local District Councils. This may undermine the District’s
planned commitment in addressing the felt needs of chiefdoms. It was recommended that the
Chiefdom Administrative Clerks should ensure that precepts were deducted in accordance with the
regulation and paid to the District Council as soon as taxes were collected; In addition, the CCFC
must forward the relevant documentary evidence supporting the payment of precepts to the District
Council to ASSL for verification, within thirty (30) days the receipt of the report; otherwise, the total
precepts due must be immediately refunded.

Fixed Assets Registers not maintained

A number of Local Chiefdoms audited did not maintain Fixed Assets Registers. This contravenes
section 231(1) of the FMR 2007. Failure to maintain a Fixed Assets Register makes it virtually
impossible to maintain adequate control over assets held. Fixed asset registers should be introduced
immediately and Chiefdom Administrators must ensure that the location and state of all assets are

checked on a regular basis, evidence of which must be documented.
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Unpresented Documents

In spite of several requests, vital accountable documents were not submitted for inspection in the undermentioned Local Chiefdoms for various periods
under review. See table 10.6 below:




It was recommended that Chiefdom Administrative Clerks should ensure that a secured system existed for
the safe custody of all accountable documents and were required to submit the queried documents to ASSL,
within thirty (30) days of the receipt of the report for verification.
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SCHOOLS
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MAIN POINTS

What we examined

The audits of schools and other educational institutions were focused on high risk areas. Risk simply
means the possibility of something undesirable happening at some time in the future and could have
a negative impact should it happen. The audit was undertaken in order to ascertain whether girl child
refunds were paid to the legitimate parents/guardians and to confirm whether rules and regulations
governing employment of teachers on the school’s payroll voucher were followed and whether these
teachers were gainfully employed by the Central Government.

Why it is important

In order to promote the education of the Gitl Child, the Government through the Ministry of
Education Science and Technology (MEST) introduced a policy to encourage parents to send their
children to school, and the Government in return pays their school fees. The purpose of this
payment by government to schools is to subsidize the payment of school fees which must be
refunded to parents/guardians when the school authorities receive the subsidy. The scheme has been
in operation for over 10 years now, with an increase in student enrollment.

Citizens of Sierra Leone value education for their children and themselves as education plays a major
role in the advancement of society, poverty reduction and economic development. Government
policy and the expenditure of significant public funds to get the desired results are a reaction to the
wishes of the people of Sierra Leone.

What we found

Controls over the processing of Girl Child Refunds were weak. This apparent lack of control resulted
in:

*  Refunds procedures not fully complied with by schools

*  Refunds not paid over to parents/guardians

*  Refunds being made to ineligible beneficiaries

*  Unclaimed refunds not being paid into the Consolidated Revenue Fund

Payroll records were poorly managed. As a result of poor records management, staff members did
not have personal files and some existing files lacked vital information such as offer and acceptance
of employment letters, Employment Data (ED) Forms, etc. Unclaimed salaries were not paid back
into the Consolidated Revenue Fund. The names of staff who had attained the statutory retirement
age of 60 years were still on salary vouchers. Some staff members/ teachers whose names wetre on
the salary voucher could not be physically verified.

We will continue to review the situation with the hope of an improvement. The Ministry of
Education must therefore follow-up on our detailed observations as set out below.
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11.1.

11.2.

DETAILED FINDINGS AND RECOMMENDATIONS

BREACHES IN GIRL CHILD SUPPORT REFUND PROCEDURES

In accordance with Guidelines for the refund of fees under the Girl Child Education Support, the
school authorities must complete the following information during the refund of fees: the details of
the pupil (names of pupil, Form & Admission Number), fees (paid, owed & refunded), details of
parents/guardians (Name, address & Phone Numbers) signature and date. Refunds must be made
only to a third party (parents/guardians) and the beneficiaries must acknowledged receipt of refunds
by signing (not thumb Print) if their parents are unable to do so.

Relevant procedures, as stated above, were not fully met by some schools in the refund of Le64.3
million to beneficiaries for the Gitl Child Education Support. This breach in guidelines may have

resulted in funds being diverted to personal use thereby leading to the loss of government funds.
Table 11.1 -Breaches in Girl Child Refund Procednres, identifies Schools, and provides values for the
breaches described above.

UNCLAIMED GIRL CHILD SUPPORT REFUNDS NOT PAID BACK INTO THE CRF
The School Authorities were to make returns to the Consolidated Revenue Fund (CRF) in respect of
unregistered and/or unrefunded claimants. Unclaimed refunds, totalling Le89.5 million were not paid
back into the CRF. In addition, there was no evidence to indicate that this amount was paid back to
beneficiaries.
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11.3.

11.4.

GIRL CHILD SUPPORT REFUNDS TO INELIGIBLE BENEFICIARIES

Refunds were only to be made to those registered claimants who had paid their fees in full or in part
and who had valid fees receipts. In addition, repeaters, non-claimants and fee defaulters need not be
refunded. An amount of Le37.9 million was paid to persons whose names were neither on the claim
sheet as pupils nor on the Fees Register.

NO EVIDENCE OF GIRL CHILD SUPPORT REFUNDS TO BENEFICIARIES

Despite repeated requests, several vital documents for funds received for the Girl Child Education
Support program were not presented for audit inspection in some schools. There was no evidence to
indicate that the sum of Le138.4 million paid into the school fees accounts, had been paid over to
beneficiaries. There is the risk that this fund may have been diverted to personal use. It was therefore
recommended that the Principals should ensure that a proper system existed for the safe custody of
all accountable documents by putting shelves and control ledgers in place to monitor the inward and
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11.5.

11.6.

outward movement of documents. In addition, the accountable documents should be made available
for inspection, to avoid attracting Section 18 (1) of the Audit Service Act, 1998.

TEACHERS WITHOUT EMPLOYMENT DATA (ED) FORMS

Examination of payroll records maintained and submitted by the school revealed that copies of ED
Forms and/or Appointment Letters were not kept in teachers’ Personal Files. The sum of Le153.5
million was paid to these teachers during the period under review. There is the risk that salaries may
be paid to non-existing staff.

UNCLAIMED SALARIES NOT PAID INTO THE CRF

Section 96(7) of the Financial Management Regulations 2007 requires that any unpaid personnel emoluments shall be
repaid to the Accountant-General and the entry on the salary voucher shall be initialed by the paying officer and verified
by the Chief Financial Officer.

Bank paying-in-slips and Accountant General’s receipts were not available as evidence to justify that
unclaimed salaries amounting to Le40.6 million were paid into the CRF. In addition, there was no
evidence to indicate that this amount was paid back to the respective employees. There is the risk
that payments of salaries may be made to non existing staff.
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11.7.

TEACHERS ON STUDY LEAVE WITHOUT THE APPROVAL OF MEST
Some teachers whose names were on the salary vouchers were on study leave without the approval
of the Ministry of Education. The sum of Le251.2 million was paid to them during the period under

review. This may affect the teaching scheme and deprive the school and pupils of the much needed
service of the teachers.
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11.8.

11.9.

11.10.

STAFF MEMBERS/TEACHERS NOT PHYSICALLY VERIFIED

Some staff members/teachers could not make themselves available for physical verification during
the period of the audit exercise. The total salary that was paid to those staff members/teachers
during the period amounted to Le75.6 million. There is the risk that staff members on the payroll are

‘ghost teachers’. This may lead to the loss of Government funds.

NAMES OF STAFF/TEACHERS ON SALARY VOUCHERS AND NOT ON STAFF
LIST

There were some staff members/teachers whose names appeared on the salary vouchers but could
not be found on the school’s staff list for that period. The total salary that was paid to those staff
members/teachers amounted to Le9.3 million.

SALARY PAID TO OVERAGE STAFF

A review of the personnel files and records of staff revealed that salaries totalling I.e26.5 million
was paid to teachers who had attained the statutory retirement age of 60 years. This was in
contravention of the NASSIT Act, and may lead to the loss of funds by Government.
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