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OFFICIAL VERBATIM REPORT
STANDING PUBLIC ACCOUNTS COMMITTEE
THURSDAY
27 JULY, 2023
10:13AM

FOLLOW-UP ON PAST PAC RECOMMENDATIONS 2023
REPORT 1 (MARCH 2023)

Verbatim transcript of the Standing Public Accounts Committee Meeting held on Thursday, 27t July, 2023, at
10:13a.m., in the Chamber of the House of Parliament; George Town, Grand Cayman

[Hon. Roy M. McTaggart, Chairman presiding]

The Chairman: Good morning, everyone; members of
the Committee and everyone else who might be listen-
ing to the Public Accounts Committee’s (PAC) proceed-
ings today by way of television and on the radio. We
are going to begin the Hearing this morning with a
prayer, and | have asked Mr. Rankine to lead us in
prayer.

Mr. Isaac D. Rankine: Thank you, Mr. Chair. Let us
pray.

Heavenly Father, as we begin this Public Ac-
counts Committee Hearing we ask that you guide our
words and our thoughts. As we do the work that we are
tasked to do, to do so with humility as responsible care-
takers for the people of these Cayman Islands. Remind
us that everything we have is from you; further assist
us in using it to bring glory to Your Name. We pray all
this in the mighty name of Jesus.

Amen.

The Chairman: Thank you, Mr. Rankine, for leading us
in prayer.

We have apologies this morning from one
Member, the Honourable McKeeva Bush, who is off Is-
land attending a Commonwealth Parliamentary Associ-
ation Conference this week; however, we remain quor-
ate in terms of being able to host this Hearing today.

If I could begin by welcoming Ms. Angela Cul-
len, who is the Deputy Auditor General for performance
audits and who is stepping in to fill the spot of the Au-
ditor General (AG) Ms. Sue Winspear, who is unable to
be here this morning. Also, to welcome Mr. Gabriel
Ncube— | said it right? Okay. He's an audit manager
with the Auditor General’'s Office, giving support to the
Deputy Auditor General.

| also welcome the Financial Secretary and his
team to this morning’s Hearing. Welcome, Mr. Jeffer-
son, Financial Secretary (FS) and Chief Officer for the
Ministry of Finance and Economic Development, and
also Mr. Matthew Tibbetts, the Accountant General;
and Hughette Griffiths-Doctor— | got it? Right. Wel-
come to you, as well.

Our reason for being here this morning is to ex-
amine a report issued by the Office of the Auditor Gen-
eral. The report is entitled “Follow-up on Past PAC Rec-
ommendations 2023 - Report 1”7, which was issued by
the Auditor General’s Office in March of 2023— it was
actually published on the 9t March. The report pro-
vided an assessment of the Government’s implemen-
tation of recommendations for the following reports:

1. Improving Financial Accountability and
Transparency Budgeting, which was a re-
port that was done in December 2020, and
the PAC report was released in July,
2021— the Office of the Auditor General as-
sessed the Government’s progress with im-
plementing recommendations as Red - Lim-
ited Progress.

2. Improving Financial Accountability and
Transparency, Financial Management and
Reporting. The Auditor General’'s report
was issued in May 2021, and the PAC re-
port was completed in December, 2021. At
the time, the Auditor General assessed the
Government’s progress with implementing
recommendations as Red - Limited Pro-
gress.

At its administrative meeting on the 29t March,
2023, the Public Accounts Committee agreed that it
would hold a Hearing on these two reports due to the
limited progress being made. That is what we wish to
look at closely this morning to try to understand the rea-
sons therefore— and what plans are in place to ensure
that these matters are dealt with.

However, before we actually get into the ques-
tioning by members, | will invite the Deputy Auditor
General to make an opening statement.

Ms. Cullen.

OFFICE OF THE AUDITOR GENERAL

Ms. Angela Cullen, Deputy Auditor General: Thank
you, Mr. Chair.

Good morning and welcome to the members of
the Committee and everyone listening. Again, | want to
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pass on the apologies of the Auditor General who can-
not be with us this morning, and thank you for giving
me the opportunity to make some opening remarks.

You have covered much of what | was going to
say around the two reports. The reason that we have
assessed them as Red is that only two of the thirty-
three recommendations that were made in the two re-
ports have been implemented so far. Another thirty-one
recommendations are in progress or action as planned
to implement them, and there has been no progress on
four recommendations, so that's our rationale for as-
sessing them as Red or limited progress.

If | can give some context on a couple of the
significant recommendations that are outstanding. The
Ministry of Finance has made, so far, limited progress
in improving the budgeting framework and processes.
In September 2022—and | am sure the Ministry will talk
more about this—they commissioned consultants to
develop an outline business case to take forward that
work.

The Cabinet approved that business case in
February this year (2023), and we appreciate that
changing the budget framework is not a quick fix, how-
ever, it is disappointing that the timeline for implement-
ing the recommendations fully has been further pushed
to December 2025; so that further delay means that we
won't see a— hopefully— user friendly, transparent and
outcomes-focused budget until 2026, 2027 so, a few
years into the future, and that budgeting system is fun-
damental to drive efficiency and the effective use of the
finite resources we have here in the Cayman Islands.

The other area that | want to mention is that the
government is not currently reporting information that is
needed for proper accountability, for example, the total
cost of the liability for post-retirement benefits.

The omission of that cost from the Financial
Statements for the entire public sector means that the
public doesn't have accurate information on the entire
financial position of the government’s accounts. The
omission of that single figure has made a significant
contribution to the adverse audit opinion that we have
been issuing on the entire public sector accounts in pre-
vious years, and the audit opinion will not change until
that issue is resolved.

Those are just a couple of the issues that | want
to highlight. As you welcomed, | have Gabriel Ncube
with me today; he supported me in preparing the report
and we are happy to support you this morning, so thank
you.

The Chairman: Thank you, Deputy Auditor General.

| read the report and there was something that
really jumped out at me. Before we actually get into the
questioning as well, | just ask you for your views and
update for the Committee, in terms of a matter that is
mentioned in the conclusion of the Auditor General's
report in paragraph five, page eight of the report. It is
actually the very last sentence in that paragraph that |
am concerned with, and | am going to read it. These

are the words of the Auditor General. She said, “l con-
tinue to be concerned that the lack of regular meet-
ings of the Parliament contributes to the late Ta-
bling of the annual reports, financial statements
and Government Minutes, which hampers the ac-
countability process.”

| am just wondering, Deputy Auditor General, if
you could give the Committee an indication of just what
is the backlog in terms of Tabling of Financial State-
ments.

Ms. Angela Cullen, Deputy Auditor General: Thank
you, Mr. Chair.

We have raised the issue in the financial man-
agement reporting, and we raise it each year in our
general report, that there is a backlog of Tabling annual
reports and Financial Statements and they are not hap-
pening in a timely manner. We've seen improvements
in recent years, so there has been a move to Table
many more of them, but there is still some from prior
years that are outstanding and there are still delays in
Tabling.

Again, for a bit of context, we now keep a note
of when Cabinet approves Financial Statements and
annual reports for laying in Parliament, so we have that
log as well; but there can still be a few months’ delay
on them being Tabled in Parliament because there are
no meetings. To give you an update on where we are,
and | may not have accurate figures for the June Sitting
of the Meeting but, taking us back to 2018, 39 audits
have been completed and 35 annual reports have been
Tabled, so there are still four outstanding dating back
to 2018. There are more from previous years, | don't
have the information with me, but | can share it with you
later.

From 2019, of the 39 audits completed, three
annual reports still haven't been Tabled; for 2020, out
of the 39 audits completed for five annual reports have-
n't been Tabled; for 2021, of the 46 audits completed,
15 annual reports are outstanding, and of the 36 audits
that we have completed by the 30" April, I'm aware of
only three or potentially four that have been Tabled so
there is a bit of a backlog.

The Public Management and Finance Act re-
quires that they are Tabled by the 31t May and that is
not happening. As | said, we are keeping a note of
when Cabinet approves them, but there is still a back-
log.

The Chairman: | know the Auditor General specifically
mentioned the lack of regular meetings of the Parlia-
ment, but | do believe that when we do meet, all reports
that we have here at Parliament get Tabled, so it ap-
pears to me then, that potentially the big issue is the
stuff making its way down to Parliament for Tabling.
Would that be a fair assessment or conclusion?

Ms. Angela Cullen, Deputy Auditor General: Thank
you, Mr. Chair. Through you, that may be the case. The
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Financial Secretary might be able to enlighten us a bit
more.

As | said, we are aware of some 2022 annual
reports that have been approved by Cabinet during
May and June that have not yet been Tabled— the May
and July— but the Parliament hasn't sat since then, so
they may be Tabled in the next Sitting. The Financial
Secretary might be able to provide more information.

The Chairman: Financial Secretary, (FS) | was going
to reach out to you just to ask your views and thoughts
on it because it seems like it stretches back several
years, in terms of these reports being sent down to Par-
liament for Tabling.

You have any observations on what the Deputy
Auditor General has spoken to? In particular, my strong
question to you would be: Is there anything that the
Ministry can do to assist in helping to get these reports
sent down here on a timelier basis?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Thank you, Mr. Chairman, and good
morning to you, Committee members, the Clerk and the
Auditor General staff.

Mr. Chairman, | do know that this is one of the
strong areas that the Honourable Deputy Governor
(DG) pushes at his meetings with Chief Officers. The
Ministry of Finance has written pretty frequently to en-
courage Chief Officers to submit their annual reports,
especially when we know that an upcoming Meeting of
the Parliament has been announced. | think, and | don't
have it with me, we didn’t do that exercise, | think a
more comprehensive position would be if we looked at
what was actually Tabled in the June Sitting of the Par-
liament, because | think the Deputy [Auditor] General
just said that her numbers did not include what was
done in June and there were quite a large number of
annual reports that were Tabled in June.

We can undertake to bring up to date the June
2023 Tabling of Annual Reports. | think that would give
us the best, most current snapshot possible of how far
behind we are in Tabling the annual reports. As the
Committee will know, each Ministry, each Portfolio,
each Office has its own set of not only Financial State-
ments but annual reports. They go to Cabinet and Cab-
inet approves but if, for example, there is a lag between
the Cabinet approval and the Parliament meeting, and
that lag can take months upon months, it is a problem.

| do like the suggestion that the Auditor Gen-
eral’s Office has raised, about we should strongly con-
sider whether the annual reports—and other reports—
can actually be Tabled when the Parliament itself is not
sitting, so | have the question, what does Tabling mean
when the Parliament is not Sitting? To me it would
mean distribution of the reports to members— sorry Mr.
Chairman, | think I'm getting some feedback on the mic
here.

[Pause]

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Thank you, Mr. Chairman. Sorry for the
technical difficulties.

| think it deserves much merit. If the Parliament
were agreeable to allowing that to happen, | think it
would help tremendously. | know that the Honourable
Deputy Governor has actually made that suggestion to
the Parliament and | see from the notes in the report
that the Honourable Speaker is considering it. As has
been said, it will require some changes to Standing Or-
ders and so forth, but | think that is a practical and sen-
sible solution to getting rid of the backlog.

Obviously, that assumes, Mr. Chairman, that
the reports have actually been done. | think the vast
majority have been done, but | will undertake to bring
the snapshot up to date inclusive of what happened in
June 2023.

The Chairman: Deputy Auditor General.

Ms. Angela Cullen, Deputy Auditor General: Thank
you, Mr. Chair.

While the Financial Secretary was speaking we
were pulling together that information. The latest infor-
mation that we have— our Office reviews the annual
reports too, because they include the Financial State-
ments— is that we have completed the review of 19
Annual Reports for the 2022 financial year. However,
our latest information is that we haven't received up-
dated drafts of 15 annual reports as at yesterday so as
the Financial Secretary just alluded to, there are a num-
ber of them that are outstanding.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Mr. Chairman, | think when | return to
the Administration Building, | will have another word
with the Honourable Deputy Governor because he has
been doing quite a good job of spearheading the exer-
cise. | can say honestly that during our meetings with
Chief Officers prior to an upcoming session of Parlia-
ment, it is one thing that features quite heavily in his
meetings with us— to encourage the production of an-
nual reports and their Tabling and transmission to the
Parliament.

The Chairman: Just one final question from me then,
FS. Would it be helpful if you had a list of what the out-
standing reports are— the old stuff, particularly? And
Deputy Auditor General, would you be able to provide
that for them?

Ms. Angela Cullen, Deputy Auditor General: Yes,
absolutely; we can provide that information.
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Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Yes, Mr. Chairman, it would be helpful.

The Chairman: Thank you both. Hopefully we will be
able to finally nip this in the bud.

Okay members, so we are going to get into the
substantive examination of these two reports this morn-
ing. We suggest to witnesses that when questions are
directed to you for the first time, if you just go ahead
and state your name and your position for the record
here this morning.

By way of introducing the reports and the ques-
tioning, it's been over two years since the Auditor Gen-
eral’s reports on Improving Financial Accountability and
Transparency: Budgeting, and Improving Financial Ac-
countability and Transparency: Financial Management
and Reporting, were published. Since that time, only
two of the 33 recommendations in these reports have
been implemented, both directed to the government.
There has been limited or no progress for four recom-
mendations.

The Auditor General’s Office assessed 25 as
partly implemented, or actions plan to implement the
recommendations. We are aware that two recommen-
dations initially assessed by the Auditor General’s Of-
fice as not accepted have subsequently been consid-
ered for implementation. That means 27 recommenda-
tions have been partly implemented, or actions are
planned to implement them.

We also note that the implementation date for
a number of the recommendations has been moved to
December 2025. The purpose of this Hearing is to dis-
cuss progress in implementing these recommenda-
tions. In particular, we want to explore the progress
made since the Auditor General reported earlier this
year and will be looking for updates. Members will fol-
low up on this throughout the Hearing this morning. We
will start with questions on the Budgeting Report from
December, 2020, and then we will move to the Finan-
cial Management and Reporting Report that was is-
sued in May, 2021.

Looking first at the Budgeting Report, | noted
that the Government Minute, which is your formal re-
sponse to the Public Accounts Committee’s Report on
Improving Financial Accountability and Transparency
Budgeting was Tabled a year late— | note that it was
dated May, 2022; however, it was also seven months
after the due date. Can you explain to the Committee
why it took so long to prepare and submit your formal
response to that report?

MINISTRY OF FINANCE
AND ECONOMIC DEVELOPMENT

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Thank you, Mr. Chairman.

My name is Kenneth Jefferson, the Financial
Secretary and Chief Officer in the Ministry of Finance
and Economic Development.

Mr. Chairman, I'm glad that you've opened with
easy question; certainly, easy to ask, less so to answer.
The process, Mr. Chairman, of getting a Government
Minute prepared should not be difficult. | know that in
recent times, the Honourable Deputy Governor has un-
dertaken this role because he saw that it was flounder-
ing, so he has staff in his Office that actually go to each
Ministry/Portfolio/Office that is subject to an Auditor
General’s report and a Public Accounts Committee re-
port, with recommendations pertaining to their subject
area. That officer in recent times has gone to the Chief
Officers in those relevant areas and has obviously
made the PAC's recommendations available to them.

The Chief-Officer, | guess, gathers information
on how best to answer the recommendations in the
Public Accounts Committee’s report, submits it back to
the DG’s Office for coordination, and then a paper to
Cabinet is prepared giving the particular Ministry’s Of-
fices’ position in respect of those recommendations.
That Government Minute Cabinet paper gets approved,
usually, and upon approval, it is usually the Honourable
Premier or, if it's a matter pertaining to the official side,
it may actually be the Deputy Governor that will stand
up and read the Government Minute in the Parliament.
It obviously does not have to be the Premier, a Minister
could do so on behalf of the Government so that's
something that should be considered in the future if it
was thought that it has to be the Premier who does it.

To try and answer your specific question, Mr.
Chairman, as to why it takes so long, | guess it's a com-
plicated answer. The length of time in getting a Govern-
ment Minute to the Parliament after the public Accounts
Committee issues its report is 90 days. That process is
supposed to take 90 days. The time it takes gets caught
up with the priorities, the pressures, of the government
of the day and—to be quite frank—it might not get the
same level of relevance and attachment to it that an
important budget matter might get. It might not get the
same level of importance as some tremendous incident
involving the public. | think that is one of the chief rea-
sons that would describe why it takes a fairly lengthy
period of time to get here.

| don't generally believe that it necessarily re-
flects there is tremendous disagreement with the Public
Accounts Committee's report; | wouldn't ascribe the
length of time to that. | think it's simply the pressures of
the Government of the day— it is the business of the
civil service that leads to this, and sessions like this will
help underpin the need for improvement.

The Chairman: Thank you, FS, for that comprehensive
answer but, does your Ministry itself play a role in all of
these Government Minutes? | will leave it at that.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
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Development: | think normally, Mr. Chairman, if it per-
tains directly to the Ministry of Finance itself, then we
are solely responsible. If it pertains to a report of online
services, for example, which is one of the former re-
ports by the Auditor General, our role in that instance is
to point out that the PAC report is due. We contact the
Deputy Governor’s Office, we bring up the matter at
meetings of Chief Officers. That is our role.

In the situation where the report pertains di-
rectly to a Ministry of Finance ambit matter, then obvi-
ously our role is to get the Cabinet paper drafted, sent
to the Minister for Finance to take to Cabinet and so
forth, so there is no reason apart from, again, the busi-
ness of the Government of the day, as to why it takes
so long or has taken long in the past. If the recommen-
dation comes, and the 90 day encompasses budget
preparation time, that will cause tremendous problems.

If the Public Accounts Committee, for example,
had issued a report in June 2023, with 90 days to run—
July, August, September, 2023— and it was occurring,
that was due now and it was actually happening, the
budget preparation process would interfere with it and
it would probably slip further back because the Ministry
of Finance would be heavily involved with the budget
preparation process. If it's at the time of the Strategic
Policy Statement preparation, same thing. That's the
best, most honest answer | can give, Mr. Chairman.

The Chairman: Thank you for that, FS.

We will now move forward with the examina-
tion of the report itself. For that, we are going to turn
our attention first to modernising the government’s
budgeting and reporting framework, and to lead the
questioning in this area, | call on Mr. Isaac Rankine.

Mr. Isaac D. Rankine: Thank you, Mr. Chairman.

Thank you, Financial Secretary and your team,
for being here.

| am just going to give a background to the
question. In 2020, the Auditor General made some rec-
ommendations on improving and simplifying the budget
and framework which included a shift [in focus] to an
outcomes-based approach, removing the requirement
to account for entity and executive transactions sepa-
rately, reduce the number of output metrics, and reduc-
ing the volume of information in the budget documents
from over a whopping 3,000 pages.

The responses from yourself for your team
noted that the Ministry of Finance has started a new
project whereby they were going to modernise govern-
ment’s budget and reporting framework. Requests for
Proposal (RFPs) went out to develop the outline busi-
ness case for the project in May, 2022, which was ex-
pected to assess the gaps within the budgeting pro-
cess; there was a signed contract with the winning bid
on September, 2022, a draft outline business case in
November 2022, and subsequent approval by Cabinet
in February of this year (2023).

We note that phase two of the project was due
to start in April, 2023, and aims to be completed by De-
cember, 2025, but... What improvements have been
made in this 2024-2025 budget round using that mech-
anism?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Thank you, Mr. Chairman.

Mr. Chairman, | thank the honourable commit-
tee member for the question. Just by way of trying to
enlighten the public, there has been a recommendation
for quite some time backed up recently by the Auditor
General’s report that the government’s system of budg-
eting should move from a focus on producing outputs,
which is what our budgets are based on, to producing
a budget based on outcomes.

Outcomes, as an example, would be a safer
community with minimal incidents of serious crime. An
outcome would be, a well-educated population in the
Cayman Islands with everyone at a high-school level
diploma. Those would be two examples of outcomes
and, obviously, it is what the government’s budgets
should be geared towards achieving so the financial re-
sources that the government collects via its revenues
should be directed to causing those outcomes that it
desires to actually be achieved, and the budget pro-
cess is integral in the quest to get that improvement.

The Government, in this particular case led by
the Ministry of Finance, set out to bring about that
change and, as the honourable member said, the RFP
was successfully awarded to one of the Big Four ac-
counting firms. | think there is no point or reason to with-
hold the name because it's actually stated in the AG’s
report. Ernst & Young (EY) was successful in providing
consultancy services as to how to move the govern-
ment forward in this direction.

That was done and a report was written, as the
honourable member said, which was taken to Cabinet
and accepted. That was phase one. Phase two has
been delayed until after the budget process, so | think
early in 2024 would be the start of the next phase of
actually implementing an outcome-based system. The
recommendation from phase one was “Yes, the gov-
ernment should actually move to an outcome-based
budgeting.”

| will ask the Accountant General to add to what
| have just said, but | can say to the honourable mem-
ber, on the size of the budget document being 3,500
plus pages, for example, a big reason for it is that each
Ministry/Portfolio in one of those four budget docu-
ments actually produces its own set of financial state-
ments; so the Ministry of Education, the Ministry of
Health, et cetera, will produce their own financial state-
ments which get lodged in the documents.

At the moment, there are 12 Ministries, nine
Portfolios and Offices for around a total of 21 agencies
that make up government. So, 21 agencies all have
their individual financial statements as part of those
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four documents, which accounts for a sizable portion of
the 3,500 pages.

In addition to the individual financial state-
ments then we consolidate it, and then there is a global
set of financial statements in the main document, the
plan and estimates document, that brings all those to-
gether. The Statutory Authorities and Government
Companies too, produce their own financial statements
that get recorded in the documents and that causes
3,500 pages.

Our plans, Mr. Chairman, are that those indi-
vidual financial statements need not necessarily be in-
cluded in the document. That was one of the big areas
where we planned to reduce the volume of the financial
statements, and | think we plan to do it for the upcoming
2024-2025 budgets as well.

| think | will ask the Accountant General to add
to anything that | have missed in answering the honour-
able member’s questions.

The Chairman: FS, just a quick question before you
hand over to Mr. Tibbetts: Is such a level of detail re-
quired to be included in the budget documents under
the Public Management and Finance Act?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: No, sir.

Mr. Chairman, we looked at that and concluded
that the exclusion of those is not a breach of the Act so
we could do that to [minimise] the size of the document
and make it less onerous and voluminous.

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Mat-
thew Tibbetts, Accountant General. Mr. Chairman,
through you.

Additional plans for the 2024-2025 changes to
the budget process: The Plan and Estimates document
is the main budget document. It represents all of the
group outputs and appropriations for the government
and something we are doing this time to reduce the size
of the document is, instead of including the full infor-
mation on each output, which is made up of quantity,
quality, timeliness, location and cost, we are removing
the quality, timeliness and location elements and in-
cluding only the quantity and the costing of the Appro-
priation or “group output”, we call it.

That will substantially reduce the size of the
document. We have confirmed that it is not a require-
ment under the Law to have those details in there, how-
ever, the supporting documentation, that is the budget
statements, will have the full details related to the
makeup of those group outputs— that will remain in the
budget statement documents; so, the Plan and Esti-
mates document will be substantially smaller this year.

Additionally, pulling from this report, we did
work on focusing on outcomes. We broke it down be-
tween specific outcomes as well as broad outcomes,

so each Minister went through and identified what spe-
cific outcomes their outputs were related to, as well as
how they then summarised into the broad outcomes. It
has been a useful exercise as well, in assisting the gov-
ernment in determining their priorities so that they can
see, “These are the outcomes we want to deliver.
Where is the funding that we have? Where are we go-
ing to allocate it to?” We are still in the process of mak-
ing those decisions.

Additionally, in this report the Auditor General
recommended that we use monthly reports to get more
useful information in preparing the budgets and | am
pleased to say that we have done that, as well as we've
used prior year information, so we are able to see the
run rate of what they actually spent in the previous year
as well as an up to date report. For example, in June
and early July we were looking at the May monthly re-
port and seeing where we ended the month at so we
can see the run rate for 2023. We considered that into
how much people are spending in regards to personnel
costs and so on. Obviously, we have significant savings
in personnel costs at this time, and that's indicative of
us having a number of vacancies.

Supplies and consumables were significantly
under as well; those things helped factor into the deci-
sion-making process for the 2024-2025 budget. Also,
in the monthly reports that go to Cabinet, for the end of
June we had a full 18-month run of the operating ex-
penditure by Ministry which allows us to see the trend
over the period and consider, first of all, whether the
Ministries are correctly managing their books— includ-
ing all their accruals and so on— but also see the run
rate that they are trending. We can see if they have
specific expenditure during certain times of the year
that we need to consider, that is not shown in the first
five months for example, because obviously, when we
are preparing the budget we don't have a full year im-
mediately after us.

We have a five-month period as well as the
previous year, so we factored all those things into com-
ing out of this report. It's actually been very helpful, we
think it has helped with decision making as well. We
have seen a number of Ministries come before Cabinet
or Caucus and say, “Oh, well, we are actually being un-
derfunded,” and we are able to show them, and demon-
strate, that they are not underfunded based on what
they actually spent in the previous year as well as the
year to date, so that was for the five months run up to
May.

Obviously, each month we will continue to use
the most up to date information that we have, so com-
ing out of this report it has been quite useful for decision
making, actually, to get some of the recommendations
in place.

Thank you.

Mr. Isaac D. Rankine: Thank you for that. | am glad to
know that you are actually using some of those recom-
mendations, but it was mentioned that phase two was
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delayed. Can you say why? And when the planned start
to phase two will now commence?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Thank you, Mr. Chairman.

Yes, honourable member. The Ministry of Fi-
nance took the deliberate decision that the drivers of
phase two, which is all centred around how you actually
implement an outcome based budgeting and reporting
system, how you actually implement it, we took the de-
cision that the Ministry of Finance staff were the ones
who were going to be involved with that process along
with the successful consultant that would come out of
another RFP process— so the same accounting firm
that was successful in phase one would not neces-
sarily, automatically, be successful in phase two. That
is not the case.

Ministry of Finance staff would be heavily in-
volved in that process of implementation and right now,
we are heavily involved with the 2024-2025 budget
preparation which, as honourable members will know,
the targeted budget day for it that has been gazetted is
the 25t October this year, so we knew that starting the
phase two process before 15t January, 2024, was go-
ing to be extremely difficult, and that we should not do
it because finance staff was going to be too tied up with
budget preparation.

Therefore, the date has shifted to the 1%t Janu-
ary, 2024, and the plan is, Mr. Chairman, that with
those budgets in place 2024 and 2025, then the subse-
quent two years’ budgets of 2026 and 2027 would be
the first opportunity for us to have outcome-based
budgeting so, by late 2025, the last two quarters of
2025, we need to have completed the implementation
process for an outcome-based budget to kick in and to
prepare the budgets for 2026-2027.

Therefore yes, honourable member, it has
been delayed, and that is the principal reason for it.

The Chairman: FS, if | could pick up there a bit; so ef-
fectively, we are looking at what appears to be a nine-
month delay. Is that likely to have further knock-on ef-
fects on the full implementation, and put the 2026-28
budget period in doubt, in terms of preparing it on an
outcome basis?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Thank you, Mr. Chairman. That's obvi-
ously a very astute question and | will let the Account-
ant General answer, but in brief it is obviously some-
thing that we are going to strive hard to avoid, and at
the moment we think that we can do it.

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Mr.
Chairman, | understand that you pointed out that it is a
risk, however, to mitigate that | want us to focus on

getting the RFP out and finalised for phase two before
the end of this year so that we can actually start the
process early on in 2024 to try to still comply with the
deadline, so we are actually looking to stay within the
deadline and have it implemented for the 26-27 budget.

We know it already slipped much more than we
would like to, but we are also in a position now where
we have the right team, the right knowledge there, and
we want to move forward with it as soon as possible.
We don't want any more slippage if we can avoid it, so
we will be proactive and try to get the RFP out in the
Fourth Quarter of 2023 to try to make sure we hit the
ground running in January.

Mr. Isaac D. Rankine: Thank you for that. When you
look into the Ministry’s crystal ball, do you anticipate
any further delays that would impact that— is there any
risk of any further delays? | know you said delays were
attributed to the budgeting process for the next two
years.

Just checking because obviously, based on the
recommendations, you want to try and make that 2025
deadline so that the next budget process can be done
using the outcome-based approach,

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Mr.
Chairman, through you.

The only reason for any delays would be if the
funding was held up; however, the current Government
is quite supportive of this change, so we don't see that
being a problem. We are aware that this is obviously
long overdue. We have this as a major priority for the
Ministry, actually one of our specific outcomes is that
we need to get this delivered and everyone is on board
with ensuring that it is delivered. The only major issue |
see is the actual funding, which | don't see it being an
issue because of the priority that the government has
given to it.

Thank you, Mr. Chairman.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Mr. Chairman, if | could just add to say
that the contents of the RFP for phase two are known
now, so it is not a question of we have to sit down and
write what they are for the next month. We know that
phase two is all concerned with implementation of an
outcome-based system.

It is also heavily concerned with choosing a
budgeting software system to guide that process and to
move away from the current Excel-based approach to
budgeting preparation. We also use Word to produce
budget preparation templates, and together they often
involve the same information being entered twice,
which immediately creates the risk of errors and so
forth. The contents of what we have to do in phase two
are known to us now so it should not, and will not, take
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us three months to issue an RFP for phase two on-
wards.

The Chairman: So, at the end of this process, when
we have a new budgeting system, it really ought to re-
duce the amount of time and commitment of resources
at the Ministry level to preparing these budget docu-
ments. Is that right?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Mr. Chairman, we think that's a fair as-
sessment. It should help us tremendously.

| think the Auditor General's report describes it
really well where it speaks to, there are often no links
between the financial statements of different entities
going up the consolidation and so forth. It really is a
tedious process prone to human error, more so than if
we get a proper budgeting system to help us with that.

The Chairman: And FS, if | could take this one step
further: In terms of preparing the budget that's coming
before us, approximately when did your Ministry actu-
ally begin work on this?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Mr. Chairman, obviously there was a
Strategic Policy Statement process which is the precur-
sor to the 2024-2025 budget and it was laid in the Par-
liament in April, so definitely as early as February of this
year the Ministry of Finance was involved in assisting
the preparation of the Strategic Policy Statement
which, as | said, is the foundation for preparing and giv-
ing appropriations to Ministries and Portfolios in their
attempt to produce a 2024-2025 budget.

Hence, as early as February, 2023, we got in-
volved with the Strategic Policy Statement and it has
been ongoing ever since. Once it was approved in the
Parliament, those appropriations were issued to Minis-
tries, Portfolios and offices and they were told, “This is
your slice of the pie, go ahead and prepare your
budget.” Straight through to current day, that work of
the Ministry has continued and will continue, until we
get the budget finalised.

| wouldn't necessarily say that it takes all of that
time to prepare the budget properly, but the preparation
work for an SPS stage, and then the meetings that take
place once you have an SPS to budget day— the meet-
ings that involve giving advice to Ministries and Portfo-
lios and guiding the Cabinet— that is several, several,
several, months.

The Chairman: For the benefit of those listening, ef-
fectively, your work starts in February and is going to
go right up until the end of October when the budget is
actually Tabled. That is effectively eight months out of
this year that your Ministry has been working on the
budget in some way, shape, or form.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Correct, Mr. Chairman.

The Chairman: Mr. Rankine, no further questions?
Okay.

We are going to move to the next phase,
budget templates, and for it | can continue with Mr.
Rankine.

Mr. Isaac D. Rankine: Thank you, Mr. Chair.

Again, based on the Auditor General’s recom-
mended update in simplifying the process for preparing
[and] submitting budgets by amending the budget tem-
plate to ensure that information only needs to be en-
tered once because it reduces duplication efforts.

You said you would introduce a temporary
measure in the budget templates to be used in this par-
ticular budgeting cycle and that all Chief Financial
Officers (CFOs) should now have used these revised
templates. Can you give this Committee an update on
how well the new budgeting templates have worked in
this current budget cycle?

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Mr.
Chairman, through you, we had prepared the budget
templates from as early as February, so they were in
place for quite a while now.

In regards to the actual consolidation of those
documents, | would have to get an update from our
budget manager as to any concerns that have been
raised by CFOs, but from our understanding things
have gone quite smoothly. Again, we offer one-on-one
training for anyone who need assistance with these
documents, and we try to automate as much as possi-
ble. Considering the size of these documents, we have
to be cautious with how much we try to automate, be-
cause there's quite a possibility they could crash, or the
relevant computer may not have the memory to be able
to process it, so it is limited in what we can do; but as
much as we can, we have tried to link the document so
that the information does not need to be entered twice.

| can get a more detailed update for the Com-
mittee as to any concerns raised by CFOs regarding
the templates.

The Chairman: | think it would be helpful because it is
something we wanted to understand. What is the feed-
back in terms of how user friendly it is, and whether it
results in time saving for them? | would be grateful if
you could feed that information back to the Committee.
Members, do you have any other questions with regard
to this area? Okay.

We are going to turn next to the second report
on financial management and reporting. As | noted ear-
lier this morning, the Auditor General published a report
entitled, Improving Financial Accountability and Trans-
parency, Financial Management and Reporting in May
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2021 and the PAC Tabled its report in December, 2021.
We are now two years from the Auditor General’'s Re-
port and 18 months from the PAC report, the Auditor
General reported that limited progress had been made
in implementing the recommendations.

We want to explore that with you further. We
are going to turn first to the risk management frame-
work, and | will ask member Mr. Joseph Hew if he
would lead that line of inquiry.

Mr. Joseph X. Hew: Thank you, Mr. Chairman.

Mr. Chairman, through you, | will start by offer-
ing a bit of backdrop.

In 2021 the Auditor General reported that the
Ministry of Finance had commissioned a set of frame-
works to further strengthen governance, risk and per-
formance management. At the time she reported that
these frameworks were launched in May, 2019, and
published in July, 2019. Unfortunately, they had yet to
be implemented at the time of her report which was in
May, 2021.

On review, | noted that your responses to this
recommendation only addressed the modernisation of
the budgeting framework, therefore, for me it certainly
isn't clear what has happened with the risk manage-
ment framework aspect of it. Part of the risk manage-
ment plan, which was developed by the Ministry, called
for a Chief Risk Officer, so first I'd like to ask whether
that position has been filled or has recruitment begun
for that position?

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Mr.
Chairman, through you to the member.

It was initially envisaged that the Chief Risk Of-
ficer position would be within the Ministry of Finance,
however, as it is a governance matter, we subsequently
placed it with the Deputy Governor’s Office, which | be-
lieve undertook two rounds of recruitment late last year
trying to identify a suitable candidate for the position.
As | don't have an update on where it is currently, | be-
lieve it would be inaccurate to give you information on
the actual recruitment phase at this point, because I'm
just not sure where it is at. | can get it from the Deputy
Governor’s Office.

Mr. Joseph X. Hew: So, it is fair to assume that the
person is not in that position; the position has not been
filled.

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: | have
not been [made] aware of it, Mr. Chairman

Mr. Joseph X. Hew: Bearing that in mind, can you pro-
vide the Committee with the status of the risk manage-
ment framework that was published in 20197

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Mr.
Chairman, through you.

I am happy to do so; we have had the risk man-
agement tool developed. We have an administrator
housed in Treasury who administers this tool and every
Ministry, and some of the larger departments, will have
risk owners and risk leaders. Depending on the size of
the department they may actually have their own risk
leader as well but generally, risk owners are housed in
each department— or if it's a small department, the
Ministry will cover that unit or department as it may be.

The risk management tool is being utilised. Re-
minders are going out regularly to the risk leaders, re-
minding them to update the risk management tool and
it is functioning. There may be cases where staff have
left and so on and we can follow up on those, but gen-
erally the tool is working effectively, and providing us
with information, in regards to the government spaces.

Just for the Committee's knowledge, this tool
was developed as a bespoke tool for us by one of the
Big Four companies on Island that was the successful
bidders in the RFP for the risk management framework,
and so it has worked pretty effectively. It very much mir-
rored any other comparable tool on the market.

We have provided training regularly as well.
Some departments have actually come looking for ad-
ditional training for their staff in areas that are more
specialised.

Recently, the Computer Services Depart-
ment— they have quite unique risks that the rest of gov-
ernment may not even be aware of— wanted specific
training. They reached out to a number of different firms
to see if they could get any but, because we wanted to
ensure that we were consistent in the training provided
and the use of the specific tool, we worked with the
company that developed the original tool and had them
provide training so we could ensure we are still on the
same page.

Mr. Joseph X. Hew: Thank you for that.

Through you, Mr. Chairman. In hearing all that
you said, | guess it is fair to say that you have gotten
value for money on that consultancy contract?

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Mr.
Chairman, through you.

We have definitely gotten value for money;
however, | do feel we can better utilise the tool. | feel
that we should be including the information coming out
of that tool on a monthly basis in our Cabinet reports so
the Cabinet is updated regularly on the risks. That is
just a way we can utilise the tool better.

In regards to the actual tool, yes, we have got-
ten value for money on it but it's now for us to ensure
that we utilise it in the best way because, obviously, you
could have all the tools in the world, but if you don't uti-
lise them you are not going to see any benefit to it. We
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want to start utilising it more now that we have come a
ways into the process. People are now comfortable
with entering the risk information so we want to start
utilising the tool more, so that we can really see the
value for the money invested.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Mr. Chairman, if | could add very quickly
before member Hew continues, to say that areas of risk
have been a strong point made by the Auditor General
repeatedly over the years, particularly revenue risk.

There is doubt in the Auditor General’s staff's
mind as to the level of revenue completeness. Are the
reported revenue figures that we see in the financial
statements as accurate, as complete, and comprehen-
sive as they could be? Is there leakage? Those doubts
obviously exist in her Office's view and revenue com-
pleteness is one of the chief reasons—I guess not the
most prominent one, but it is certainly one— why the
Office has issued an adverse opinion for many years
on the overall financial statements of the government
and the entire public sector as a whole.

What | am about to say now certainly is not a
solution to that; it won't wipe it away completely and we
can go onto another qualification point that is not the
case, but | have to be quite honest, in that | think the
Committee has heard this before. In terms of revenue
scrutiny, we have one officer in the Ministry of Finance
who is exclusively involved with revenue review and
scrutiny throughout the whole government.

That's obviously not enough, one person is not
enough to look at that centrally within the Ministry of
Finance, so we hope to have a second person. We
started a recruitment process and have made an offer;
the person has accepted and we are hoping for a start
date of November this year. The person is profession-
ally qualified, a Eurasian Institute of Certified Public Ac-
countants (EICPA) member. It's not the solution, but we
think it is a step in the right direction.

Mr. Chairman, | can certainly provide the Com-
mittee with the top 15 revenue sources for government.
It's quite delicate as well, Mr. Chairman, that 75/80 per
cent of the government’s revenues every single year
can be linked to about 15 sources and that's quite
scary, so we have a direction as to where to go to look
for revenue leakages. | give that information to the
Committee not as a solution for eliminating revenue
completeness and revenue risk, but simply as a step in
the right direction.

Mr. Joseph X. Hew: | thank the Financial Secretary.

Mr. Chairman through you, | appreciate the re-
sponse and the usefulness of the plan. | guess it is just
like any other plan or report, Mr. Chairman. If you don't
follow the recommendations of the report or follow the
plan, then you are not getting value for money.

Mr. Chairman, you, and | think all of the Com-
mittee, would join me in agreeing that the Cabinet, most

of all, should be aware of the risk, in particular, when it
comes to the revenue risk and during a period of time
when they are doing budget, et cetera, so | certainly
agree with that recommendation.

Mr. Chairman, my final question is, if the wit-
nesses are able to answer, can you provide the Com-
mittee with the number of risk registers across govern-
ment?

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Mr.
Chairman, through you.

Because of the uniqueness of each Ministry
and the makeup of the departments and units | would
have to ask my risk administrator and treasury to give
me that information of how many actual risk registers
there are. At the treasury level we review the summary
information so | don't normally have the full breakdown,
but | am happy to provide it to the committee.

Mr. Joseph X. Hew: Through you, Mr. Chairman.
Yeah, | think it would be useful as we continue to mon-
itor the development on this recommendation.

The Chairman: You mentioned that you now have this
tool. Can you give us some indication as to what it is,
how it is used, and how does it help in terms of manag-
ing your risk?

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Mr.
Chairman, first of all | have to advise on the structure.

As | mentioned earlier, we have risk owners
and risk leaders. The risk owners would be the persons
who actually own the risk, who would be entering infor-
mation, et cetera, on the risk. The leader then would be
taking all this information and pulling it together. Be-
cause you bring it down to the owner’s level, each indi-
vidual would be posed with a number of questions to
identify specific risks related to their department and
once they provide the information, it is all amalgamated
in the tool to allow the risk leader to view the actual risk.

The tool actually identifies the risk by colour,
red being a major risk, green obviously being less risky,
and yellow or orange being a medium level risk. It
would be quite helpful, actually, if we provided an ex-
ample for the Public Accounts Committee, so we are
actually happy to provide it. Even just seeing how it is
reported would be quite informative to help you under-
stand the process.

Coming out of the initial round, we were able to
get the top 10 risks identified by the government over-
all. | was a bit cautious when | first saw it just because
for me, in an age when we use computers for every-
thing | consider cybersecurity to be probably one of the
highest risks we have. For example, if something hap-
pened to the General Registry's database or something
happened to Lands and Survey database of ownership
of all land, it would be a major issue. | know all the
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information is backed up et cetera, however, | consider
it to be a major risk and when we actually consolidated
all of the risk for government, | believe it was number
seven on the list of 10 and | was quite disappointed to
see that.

Coming out of that, | think it was an issue of our
risk owners and risk leaders needing more training, and
perhaps the responsibility for this had not been as-
signed properly to the right people. | would hope that
Chief Financial Officers, for example, would be aware
and appreciate the risk related to cybersecurity, for ex-
ample; but perhaps someone who is entering infor-
mation may not really be knowledgeable about the true
risk that the department faces.

| feel that's an area we can improve on. It is
either providing additional training to the current risk
owners and risk leaders—because we have provided
the training in the past—or looking at identifying more
suitable candidates those responsibilities just because
| think that cybersecurity is such a major issue and it
really jumped out at me when we first did the assess-
ment of the entire government. | would like to see some
improvement on the actual information entered be-
cause obviously you can have a tool, but if the infor-
mation entered isn't appropriate or accurate, then you
are not going to get great results.

| am happy to commit to provide to the Com-
mittee, if you would like, we can go through the actual
process of entering risks, or we are happy to provide
just a summary report so you can see how it would look
for a specific Ministry— the Ministry of Finance, for ex-
ample.

The Chairman: | think a summary would be more than
adequate for the Committee to have. | would really ap-
preciate it if you could do that for us.

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Will do,
thank you. Thank you, Mr. Chairman.

[Pause]

The Chairman: Okay. Now we are going to move to
the Public Authorities Act section 47 and again, | call
on Mr. Hew to lead that line of questioning.

Mr. Joseph X. Hew: Thank you, Mr. Chairman.

Mr. Chairman, let me offer some background
before we get into the questions. In 2021, the Auditor
General recommended that the government estimate
the cost of fully implementing section 47 of the Public
Authorities Act, known as PAA, to ensure that funding
is also provided to Statutory Authorities and Govern-
ment Companies in the future budgets.

Mr. Chairman, | saw in the Government's re-
sponse that the Government agreed and accepted that
recommendation; however, it appears that the govern-
ment’s response may only be about section 47(1) of the

Public Authorities Act, which is on the salary scales, but
did not include section 47(3) on the non-monetary ben-
efits such as pension and health care. This was ex-
plored again at the November, 2022, Hearing, when the
committee took evidence in the general report on the
2021 Financial Statements.

As a result of that Hearing, the Committee rec-
ommended that you urgently carry out an assessment
and ensure that the SAGCs are adequately funded in
the 2024-2025 budget which is being developed as we
speak. | see in your response on the 23 June, 2023
stating that no SAGCs had requested additional fund-
ing. First let me say, in the original management re-
sponse to the recommendations it was stated that they
agreed with this recommendation. Is this still the case?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Thank you, Mr. Chairman.

Mr. Chairman, certainly there is no disagree-
ment with the recommendation. What | can say to the
honourable member and the Committee is that whilst
we have not carried out a detailed exercise to establish
the cost of implementation of Section 47— we have not
done that— | can say to the Committee that, as mem-
ber Hew just mentioned, as of the 9" June we are not
aware of any statutory authority/government company
asking for financial assistance in meeting it.

| can go on to say, Mr. Chairman, that certainly
in the request for the 24-25 budgets that are being
looked at now, one Ministry in particular has made a
request as part of its budget submissions for assistance
for a government company that falls under it. That re-
guest was in the region of about $3 million, and was the
only one thus far, that we have seen make that request.

That is not necessarily an answer for comfort,
because whilst that is a direct request to the Govern-
ment, we were advised that virtually all-and I think the
Auditor General’'s report states it—of the statutory au-
thorities and government companies have now imple-
mented the effects of Section 47. The implementation
cost may find its way into the government’s budget, not
by way of a direct equity investment-type request, but
it may find its way to the government via the cost of the
statutory authorities’ output cost that the government
will have to pay.

It is not immediately clear if there is any ele-
ment of the cost of government bearing outputs at the
moment being produced by an SAGC being charged to
the government, if there is any element of an increase
in there because of Section 47. We don't know if that is
the case, but certainly we have one example for $3 mil-
lion for one Ministry, for one government company.

Mr. Chairman, for the Committee and the lis-
tening public’'s knowledge, Section 47 also primarily
speaks about the levelling off of salaries in the Statu-
tory Authorities and Government Companies versus
the salary scales used by central government. We
asked the question as recently as this morning, if you
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went to any given statutory authority, and asked to see
their salary scale that they are using and you received
it and you came back to the government administration
building and you compared it with the government
scale, would the two be exactly equal? The answer is,
probably no, but the Act itself obviously talks about
where there are differences— where there are differ-
ences between the two on salaries, that the Statutory
Authorities and Government Companies are urged to
reduce that difference.

It does not have to be, for example, that they
are given a higher salary, but the difference between
the two can be reduced by, for example, the authority,
the government company actually paying for
healthcare contributions for their employees, whereas
before they might not have done so. They can make
pension contributions for their employees whereas be-
fore the employee would have to take some out of
pocket and contribute, so the attempt to equalise the
two emoluments can actually be via salaries, but it can
also be via healthcare and premium contributions as
well.

Thank you, Mr. Chairman.

The Chairman: Deputy Auditor General.

Ms. Angela Cullen, Deputy Auditor General: Thank
you.

Through you, Mr. Chair, just to clarify some-
thing that the Financial Secretary just mentioned about
the status of all of the Statutory Authorities and Gov-
ernment Companies with the Public Authorities Act.

The current situation that we are aware of as at
the end of the 2022 financial audit is that although all of
the evaluations have been done, there are still two Stat-
utory Authorities and Government Companies that
have not adopted or implemented Section 47(1) of the
Public Authorities Act and bearing in mind there are two
SAGCs that are still in backlogged audits so we haven't
commented on those. That is just for clarification.

Mr. Joseph X. Hew: Through you, Mr. Chairman.

| would like to thank the witness for his candid-
ness and detailed explanation—he certainly answered
most of my questions in that response.

You said that one Ministry with the government
made a request on behalf of the government company
for additional funding, is it fair to assume then, that all
SAGC and government companies have been funded
adequately to implement the Section 477

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Thank you, Mr. Chairman and thank
Member Hew for that question.

| think it would be quite a, | guess dangerous
assumption, to necessarily make. | do believe that if he
is referring specifically to the fact that if asked directly
and it's completely transparent and the assistance will

be in the form of an equity investment into that statutory
authority—it's actually a government company in this
specific example— it is clear and so, if granted, if the
Cabinet does actually include that element of the
budget for the Ministry, it is clear that the funding is
there?

What | was saying earlier is that we are not
clear whether the silence of the others, the lack of an
explicit request by the other statutory authorities,
means that they are adequately funded for it and did so
all on their own. | am not 100 per cent certain. I'm say-
ing that there is a possibility that increased costs of im-
plementation in the authority, in the company, may
have been passed on to government via the outputs
from the SAGC’s element of the budget that the gov-
ernment then is being asked to fund. So yes, central
government could actually be funding all of the SAGCs
attempts to equalise the two. One has been made ex-
plicitly clear in the Equity Investment request. The oth-
ers may be hidden.

Mr. Joseph X. Hew: Through you, Mr. Chairman. |
thank the witness for that answer.

I noted that you said that if granted, the funding
was explicitly for addressing their needs in section 47.
Am | to understand then, that there isn't a commitment
within the 2024-2025 budget to fund any request for
those who are trying to fulfil the Section 47, or is the
Government committed to fulfilling those requests?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Thank you, Mr. Chairman and thank
member Hew.

| do believe that the Government is actually
committed. What | am saying is that, if the Statutory
Authority/Government Company has requested what is
needed to finance the implementation of Section 47, it
may not have done so via this direct, fully transparent
I-need-an-Equity-Investment-of-$3-million route. It may
have made the request through submission of in-
creased costs to say, you know, “Government, if you
want me to provide services in 2024 and 2025, whereas
in previous years it used to cost a million dollars, this
year, it is going to cost a $1,200,000".

Those requests, as a part of the Government's
consideration for the Statutory Authorities and Govern-
ment Companies output costing are still under review
and as of now, none of them have been completely ac-
cepted.

| think the commitment is there but, because
that type of request would be hidden within an output
cost from an SAGC— that's how the commitment would
be carried out— if they actually supplied and honoured
all of those requests, and they found their way into the
2024 and 2025 budgets then yes, the Government
would have honoured those commitments; if they reject
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a part of those costs from the SAGC, then there is a
danger that is only partially funded.

The Chairman: Are there any other questions from
members?

Okay, let's move on to the next section then,
which is the Entire Public Sector (EPS) Financial State-
ments. By way of background, the Auditor General rec-
ommended that the Ministry develop and implement an
action plan to improve the quality of the EPS consoli-
dated Financial Statements.

The Ministry committed to having a plan in ef-
fect by the end of June, and in fact submitted it to the
Auditor General in October last year. The Office of the
Accountant General has commented that the actions
included would address the majority of the issues; that
some of these were due to be resolved between De-
cember, 2022 and June, 2023. However, the Auditor
General has commented and stated that the adverse
opinion will not be removed until two important issues
are addressed namely, the non-disclosure of the $2.3
billion liability for post-retirement healthcare costs, and
issues around property plant and equipment.

At our Hearing in November last year, when we
took evidence in the general report on the 2021 Finan-
cial Statements, you said that the corrective plan
shared with the Auditor General addresses all the is-
sues, and you further noted that the Ministry of Finance
was willing to discuss the disclosure of post-retirement
medical liability.

We note that you provided an update on the
EPS corrective action plan on the 23 June, and that
two issues originally included in the action plan pro-
vided to the Auditor General in October, 2022, had
been removed from the June 23 update. One of those
issues related to the Ministries, Offices and Portfolios
needing to return surpluses to the Treasury; the other
relates to non-enforcement of Section 3 of the stamp
duty Act about the payment of stamp duty on annual
residential leases.

Can you give the Committee an update on the
progress regarding the EPS action plan?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Thank you, Mr. Chairman. | was just
conferring with the Accountant General.

The Chairman: Sure.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Mr. Chairman, | will comment on the as-
pect of the unfunded health care post-retirement
healthcare liability.

Mr. Chairman you mentioned a figure, | be-
lieve, of $2.3 billion—

[Inaudible interjection]

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Mr. Chairman, as an update, we have a
more recent actuarial valuation position on that. As of
the end of December 2022, that figure was $2.1 billion
though | don't think it is reason for rejoicing because,
obviously, it is still a significant number.

Mr. Chairman, there really has been no signifi-
cant progress, in terms of getting the Government to
agree to put the item fairly and squarely on the face of
the balance sheet of the Government just as it has the
unfunded pension liability number of around $400-plus
million of the unfunded pension liabilities on the bal-
ance sheet itself. There isn't a similar number on the
government’s balance sheet for post-retirement
healthcare costs.

What we do, Mr. Chairman, and you will prob-
ably remember it from your time as the Minister for Fi-
nance is, every single month the note that goes to the
Cabinet details the extent of the liability and the finan-
cial performance note and position note make it clear
that those figures do not show, do not include, the post-
retirement healthcare liability. It also makes it clear that
the annual cost of it is not included as a part of the gov-
ernment’s calculation of a deficit or a surplus. It is not
there, but it is in the monthly Cabinet note as well as it
is in a note to the government’s Financial Statements.
The honest answer is that no significant progress has
been made on the matter of moving it fairly and
squarely onto the face of the Government’s primary fi-
nancial statements.

Mr. Chairman, just to give the public some
sense of magnitude, in terms of the impact on the in-
come statement or the surplus and deficit of the gov-
ernment, if we were to fully account for post-retirement
healthcare costs on an annual basis, then the hit on the
surplus figure would be in the region of just over $100
million each year. That is obviously a hugely significant
figure and would be sufficient to turn an otherwise sur-
plus into a deficit. | know that you have heard this, many
times before, Mr. Chairman, but to the public: that is
what we would get.

As quickly as | can, | want to reassure the pub-
lic and civil servants in particular, that as far as | know,
there is no danger of them not being able to receive the
health care they will need upon retirement. That is not
the picture that we want to paint. If at the moment, a
civil servant works a year, what the government’s finan-
cial statements reflect is the cost of providing
healthcare via the premiums that the government
would have to pay CINICO for the health needs of that
civil servant during the course of that year and those
premium levels are recorded as a part of the govern-
ment's cost.

However, that same year of work, say it is
2023, that same year of work is not only reflected as a
cost for 2023, but that year is also building up an enti-
tlement of the civil servant to receive healthcare bene-
fits once that civil servant retires. If we were doing it
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comprehensively, what we should be doing is, in each
year we should also be taking account of the fact that
there is a cost building up in respect of the future and
that aspect isn't being recognised. | have just said that
in any given year in recent times, that cost would be
about just a little over $100 million.

The practice of the Government at the mo-
ment, and for many administrations, is to say we are
going to pay for health care costs as and when they
arrive. When the civil servant retires it is likely to man-
ifest itself in increased health care costs at that time. At
the moment, we choose to reflect zero of the future en-
tittement now and pick up the cost much later on versus
a situation in which we recognise the cost now, in a cur-
rent year, and when the civil servant retires in the fu-
ture, there is a healthcare fund, if you like, built up,
equivalent to the pension funds that we have now and
then the payment of post-retirement healthcare comes
out of the fund in the future, as opposed to being costed
against the surplus deficit situation.

Long way of saying that is the situation, Mr.
Chairman. No real progress has been made. | don't
know if the Auditor General’s Office would be prepared
even privately, in writing, whether they are prepared to
do it, | don't know, to say to the Government, “If you
bring the post-retirement healthcare matter fully on the
books, then the adverse opinion could change”. | think
if that was done, it might encourage the Government of
the day to actually go ahead and do so.

| would end this particular aspect Mr. Chair-
man, saying that now, more and more Statutory Author-
ities and Government Companies are on board with
this accounting treatment. They are recognising post-
retirement costs in their books, and the effect of it is that
we are starting to see authorities that were previously
profitable now showing deficits, not because there's
any deterioration in their underlying activities, but be-
cause they are bringing the full accounting treatment
on their books.

The authorities and the companies know that if
they don't, the Auditor General’s Office is most likely
going to issue an adverse opinion on their financial
statements and they certainly don't want that; they want
a clean opinion, and so they bring it on. I think | will stop
there; that's rather much information.

The Chairman: Thank you for that very comprehensive
response, FS, but the very last part is the question |
wanted to ask, because | am aware that there are a
number of SAGCs that have taken this liability onto
their balance sheets and fully disclosed it in accord-
ance with international financial public sector account-
ing standards.

My question to you then is in terms of the EPS
financial statements. How do you deal with it when you
come to consolidate, because in effect, you have dis-
parate accounting treatments at the EPS level, and at
the individual entity level. How do you deal with it?

[Pause]

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: One second, Mr. Chairman please.

[Pause]

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Mr.
Chairman, this is an issue that the Audit Office has
pointed out. Some SAGCs in the past have been re-
porting on International Financial Reporting Standards
(IFRS) versus International Public Sector Accounting
Standards (IPSAS). An issue that has been raised by
the Auditor General’s Office is that we need to improve
the consistency of the reporting standards, and it is
something that we are working on.

Currently we report the core government’s fi-
nancial statements but we also have a one line that
shows the SAGCs’ net position. That allows for their net
position to be shown, but doesn't give details in regards
to their treatment of the liability for post-retirement
healthcare benefits, et cetera. It is factored in, obvi-
ously, so the only outstanding element would be for
core government to add it, were there the will to add it.

The Chairman: I'm not quite sure I'm following what
you are saying. You said these SAGCs’ net is shown in
the consolidated financial statements?

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Mr.
Chairman, on the face of the statement of financial per-
formance you will see:

The activities of the core government;

The revenues, expenses, et cetera;

The net income of core government; and

A one-line item that says the net results of the
Statutory Authorities and Government Compa-
nies—that amount would be where their net ef-
fect is factored into our books. After that, you
also have a line showing the net income of the
entire public sector.

It doesn't change the fact that they have in-
cluded the post-retirement healthcare liability and the
core government has not; it just shows, obviously, that
the result after factoring it into theirs, makes the overall
situation a bit worse. It doesn't change the fact that the
core government needs to focus on getting it included
into our accounts. It's been a longstanding issue and
definitely something we want to focus on doing should
the political arm have the will.

The Chairman: So, you don't make any adjustments
then, in the statement of financial performance, with re-
gard to the post-retirement healthcare liability— any-
thing that flows through their income statement you
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don't adjust it in EPS financial statements. You just take
what is given to you.

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: That is
correct, Mr. Chairman. Theirs would be a one-line sum-
mary item.

The Chairman: That's what | wanted to understand.
Thank you.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Thank you, Mr. Chairman. Thus, the
disparity does exist between the two.

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Mr.
Chairman, you raised poor controls over property,
plant, and equipment and revenue completeness, | be-
lieve, as two major issues coming out of the action plan.

Giving you the history going back to 2016,
there was an issue where we weren't having evalua-
tions done on our property, plant, and equipment. In
2016, the Ministry of Finance decided we would take
on that initiative and we would ensure that we paid for
it, so that it would happen for the entire government.
We did an okay job in 2016, however, the standards
require that we do it every three to five years, so we did
it again in 2021 and we believe it was a better result.

We still didn't have a perfect report on the
roads network so we went back to Lands and Survey,
who coordinated the entire valuation exercise for us,
and we asked them to improve the quality of the actual
report on the roads network. We had a number of meet-
ing's going back and forth between Lands and Survey
and National Roads Authority and ourselves trying to
ensure that we were able to deliver to the audit office
what they wanted in regards to the roads network.

Lands and Survey and National Roads Author-
ity have completed that report and we submitted it to
the Auditor General’s Office on June 26'"; we submitted
on the 26" June, and on the 27t of June Mr. Sobers
responded that they would look at it as their next prior-
ity; obviously, their current priority would be the 2022
audits that they are trying to complete, so his response
came on June 27,

Not to say that we are waiting on them, it is just
that because of the timing of our meting now being just
about a month subsequent to his email and the time of
year being that this time of year they are focused on the
most recent accounts that came in for 2022 and the au-
dit of those accounts, they haven't had a chance to pro-
vide us with the formal feedback on it.

It is an extensive document so it is quite under-
standable, but it is something that we feel that we have
provided, so we do hope that it will help us remove this
kind of qualification. We are looking forward to the feed-
back from the Auditor General’s Office.

The Chairman: Deputy Auditor General have anything
to add to that?

Ms. Angela Cullen, Deputy Auditor General:
Through you, Mr. Chairman. | thank you for that. Just
to recognise that we have received the document and
it is extensive and we recognise that we haven't yet re-
sponded to you. | will take it on board that we will review
it and get comments back to the Ministry as soon as we
possibly can.

The Chairman: Thank you.

Next question from me deals with the two is-
sues that were excluded from the updated action plan,
namely the need for Ministries, Offices and Portfolios
returning surpluses to Treasury; and the stamp duty on
the payment of residential leases, rents or leases. Any
reason why you excluded them from the updated action
plan.

[Pause]

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Mr.
Chairman, in regards to the repayment of surpluses it
is a matter that we have been actioning in treasury al-
ready. There is not a planned implementation date be-
cause we are already going through the process.

In regards to the stamp duty, that would fall un-
der the matter that you raised in regards to revenue.
We consider that to be part and parcel of the revenue
completeness. Under Number four on the action plan it
says ‘incompleteness of revenue receivables and un-
earned revenue’. We consider it to be part of that pro-
cess.

You will recall the Financial Secretary earlier
noted that we have been actively recruiting for the ex-
pansion of the revenue unit in the Treasury Depart-
ment. We are pleased to announce that we have actu-
ally identified a Deputy Director to the Revenue Unit
specifically aimed at revenue completeness, and he will
be looking at the stamp duty that you are referring to for
residential properties and any stamp duty.

As the Financial Secretary mentioned earlier,
there are about 15 categories of revenue that make up
the majority, | think it's 80 or 90 per cent of our revenue,
so he'll be going through those specific items to ensure
revenue completeness and working with those depart-
ments that actually collect the revenue, to develop pol-
icies to ensure that we have revenue completeness.

A major issue is the residential stamp duty and
ensuring that it is collected, but there are a number of
other issues such as ensuring that tourism accommo-
dation taxes are received, for example. We have so
many Air Bed and Breakfasts (Airbnb) operating now,
we need to ensure that we are accurately capturing the
full amount of revenue for the tourism accommodation
tax.

We have debit transactions fees with banks
and while we can do some analysis to compare the
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banks, and obviously, we can see that some banks are
substantially under, we need to then formulate a
method of going and confirming that the correct amount
has actually been paid. That work will mean the new
Deputy Director reaching out to CIMA (Cayman Islands
Monetary Authority) and either asking CIMA to perform
an audit, or provide us with information on how we can
confirm the accuracy of that information, so these are
all things that have to be established by the new indi-
vidual coming online.

To provide you with a bit of background, the
Ministry of Finance and Treasury had initially envis-
aged having two revenue officers which would assist
with ensuring revenue completeness, but because we
are at a stage where an entire system, an entire meth-
odology, an entire revenue completeness policy has to
be established, we needed someone at a higher level,
so we changed the positions from revenue officers to
Deputy Director of the Revenue Unit who will be work-
ing alongside our current Director of Revenue Unit who
has extensive knowledge in government’s revenues
and has been with us for over 20 years, | believe, so
he has extensive knowledge.

He'll be working with the new Deputy Director
to ensure that we can develop a methodology and a
policy around ensuring revenue completeness for gov-
ernment, which will include the stamp duty on residen-
tial properties.

Thank you, Mr. Chairman.

The Chairman: That addresses one of the issues that
I had with regard to the Deputy Director of the Revenue,
for completeness, that position has now been filled?

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Mr.
Chairman just today, | believe, we will be finalising that
recruitment. We sent out the offer letter and had some
negotiation on salary and we finally reached the posi-
tion where both sides are happy, so we are expecting
to receive the acceptance letter today. Interestingly, it
had nothing to do with the timing of this meeting; it just
coincidentally worked out like that.

The Chairman: That's great, that you are able to get
that because from my knowledge of government’s fi-
nances, I've always had the whole issue of revenue
completeness and the reluctance of CFOs, really, to
give representations with regard to completeness.
Time to time | know | have had discussions with some
of you in Treasury with regard to areas where | think we
were falling down on collecting revenues, rightfully due
to the government.

| am glad to see that progress is being made,
because | do think it is such a huge issue for the gov-
ernment. | put it up there with the other big-ticket items
that the Auditor General has highlighted as well, with
regard to the healthcare liability and all these other
things. It's just critical that we get that issue addressed,

so | commend what you're doing and the way you're
moving forward with it.

If I can just encourage you even more to get
resources in place, because | think it's a critical part of
the functions of Finance.

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Thank
you, Mr. Chairman. We fully agree with that.

Ensuring that we have the full amount of reve-
nue coming in and recognised in our books is para-
mount, because that can assist us with everything, ob-
viously; it can assist us with ensuring that our surpluses
are at the level that we can cover the post-retirement
healthcare expense each year, as well as ensuring that
the post-retirement healthcare liability is covered in the
longer term. We also want to point out the actual ap-
pointment date— there’s a three-month notice period
for the individual, so he'll join us November 1st.

The Chairman: Let me press you a little then on the
issue of the Auditor General’s opinion. Any sort of time
line, likely dates, you think we might be able to get to a
point where we can get away from this adverse opinion
and at least move to a qualified opinion? Ultimately, |
think it is important; we have to have the ultimate goal
of getting to an unqualified opinion.

Certainly, | believe it is achievable, although |
notice in the world of government finances and ac-
counting even the Mother Country gets a qualified opin-
ion, and sometimes not for dissimilar reasons to issues
we have here. What are your thoughts?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Mr. Chairman, | will attempt to answer
your question, sir.

Back to my favourite topic. As you just said,
one of the major hold-ups is the post-retirement
healthcare matter; without it, | don't think we are going
to make a single step forward. It's a complicated situa-
tion, obviously, where it's going to have a significant im-
pact on the government’s financial statements. Unless
you've got surpluses each year in the region of $100-
plus million, then you could easily end up in a deficit
situation when you subtract away the full cost.

On the Balance Sheet side of government, its
net assets now are around $1.1, - $1.2 billion, and so if
you recognise the liability on the face of the financial
statements, on the face of the balance sheet, then that
$2.1 billion in net assets become either zero or nega-
tive, so it is a big step for the government to take. | think,
concurrent with taking this step, the government would
want to see if he could seek a change in the legislation
that says, for example, if we do end up in a deficit be-
cause we have recognised these costs, then we would
want some provision in the law that says that is some-
how an okay position and won't be held against us, et
cetera.
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| don't know if it's possible to legislate that. If it
were, then | think it would make the task a little bit eas-
ier. It's also complicated by the fact that to the best of
our knowledge, probably none of the other Overseas
Territories may actually be doing the recognition. That
complicates it as well. | will continue trying with the
Government to see if it's willing to take that step.

Unfortunately, | cannot provide a timeline
other than to say we will continue. | will refer back to an
earlier point that, if it were possible, we certainly know
that the Auditor General’s Office is independent, so if it
were possible to get some indication as to whether the
opinion would change as a result of the recognition, |
think it would be some sort of incentive to actually make
the change.

The Chairman: Taking it one step further, FS— and |
appreciate the candidness of your response— this
would also have an effect on the Framework for Fiscal
Responsibility (FFR), wouldn't it? Effectively, you would
need the UK’s buy-in with regard to it. To me, it throws
an additional element into it. Am | right?

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Yes, yes, Mr. Chairman, that is abso-
lutely correct. | paused a bit there to remember that cer-
tainly, the current Premier and Minister for Finance has
said that he has had verbal, very informal, discussions,
about the possibility of changing the FFR.

We all know, Mr. Chairman, that a debt servic-
ing ratio of 10 per cent is quite onerous on the govern-
ment; it is very difficult to do much with that. | don't fore-
see that the government will be able to do any external
borrowing any time in the immediate future because we
are so close to that 10 per cent limit and there are other
ratios, particularly the minimum number of 90 cash
days that we have to comply with. Any degree of bor-
rowing in the future, coupled with the expenditure plans
of the government, would jeopardise either one or both
of those.

The Premier has said, around budget discus-
sions and so forth, and the comments coming forward
as to is it possible for the government to borrow a bit
more? Do we have to live with the 10 per cent limit?
Have you had any discussions with the now SCDO?

The Premier’'s response was, “I've had, infor-
mal discussions with them, but one of the strong posi-
tions of the comments back from the Ministers in the
UK has been, ‘Well, the Cayman Islands is a relatively
strong performer, and whilst we might be willing to con-
sider a movement away from some of the ratios that
exist now, it is not just the Cayman Islands; it is the
other Overseas Territories too, and so they will become
well aware of any change that we make to the FFR with
the Cayman Islands and could very likely request a sim-
ilar change and some of them may be a bit weaker than
the Cayman Islands; therefore, we might be a bit more
reluctant to do the change.’ He said he has had informal

discussions about the possibility of changing, but | think
that's exactly what they were— they were informal and
didn't progress beyond that.

| can say to the Committee, | don't know if that's
a discussion point but, over the next two or three days,
the overseas territories are actually meeting in Miami to
have a pre Joint Ministerial Committee (JMC) meeting,
| think it's called, before going to London in November.
| can't say if a discussion of FFR is on the agenda, but
it's possible.

The Chairman: Thank you for those answers and for
the elucidation too, FS. [We are] going to move next to
the antifraud training and | am going to ask Ms. Heather
Bodden, if she would, to lead this questioning.

Ms. Heather D. Bodden: Thank you, Mr. Chairman.
This question will be directed to the Accountant Gen-
eral, but a little bit of background before | ask the ques-
tions.

In 2021, the Auditor General recommended
that the government make anti-fraud training a manda-
tory annual requirement for all civil servants and all staff
in Statutory Authorities and Government Companies.
This is not the first time that the Auditor General made
this recommendation.

A response to that recommendation stated that
this would be implemented by January 2022. In Febru-
ary of this year, you said that the training was slightly
delayed due to technical difficulties with the training
material that was expected to come online in the first
quarter of 2023. Would the Accountant General please
give the Committee:

1. Reasons for the delays in rolling out anti-

fraud training; and

2. An update on the anti-fraud training being

rolled out in the first quarter of 2023.

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Mr.
Chairman, through you.

To provide the Committee with the history be-
hind the issues relating to the anti-fraud training. The
Portfolio of the Civil Service’s unit, the Civil Service Col-
lege, housed the training for the anti-fraud policy on a
system called Degreed. Degreed is the name of the
portal that they used— just the word degree with a D
and then Degreed. However, | believe sometime during
COVID, or right before the whole COVID experience,
the Portfolio of the Civil Service shifted to LinkedIn, so
their training modules were then housed on LinkedIn.

During that transition, it seems the anti-fraud
training was not transition to the new LinkedIn platform,
and as a result of that, the anti-fraud training was not
readily available to anyone.

Coming out of the Auditor General’s report we
thought it would be quite easy to ensure that everyone
was trained on the anti-fraud policy simply by introduc-
ing it through the new employee orientation programme
as well as having annual training sessions and includ-
ing it as part of everyone's performance agreements.
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However, because they actually weren't able to find the
training we developed, there resulted a number of de-
lays.

I'm pleased to report to the Committee that the
Civil Service College has been able to locate the train-
ing that was done, and we are in talks with the Portfolio
of the Civil Service to ensure it is included in the new
employee orientation training as well as we will be roll-
ing it out to ensure that all employees do it on an annual
basis, as it seems the preferred approach is to have it
done annually. We still have the fraud hotline available
as well, so there are still avenues for fraud to be re-
ported— for us to be made aware of it anonymously,
that is.

Unfortunately, we are in a situation where it
was delayed a bit due to technological issues in regards
to transferring from one platform to the next. Not the
Portfolio of the Civil Service’s fault, not the Civil Service
College’ fault. It is just a situation where it kind of fell
through the cracks when we transitioned over and then,
being caught up with COVID and everything, there was
a bit of confusion around it. It's a commitment we
thought we could make and sincerely and easily deliver
on, but it turned out to be a bit more challenging due to
the issues with actually locating the training.

I am not sure if any of the Committee members
have seen the training, but it was quite an interesting
training programme because it is a video that you
watch. We had civil servants involved in skits that
demonstrated some examples of fraud that you may
not actually consider to be fraud. You see someone us-
ing a government vehicle on the weekend, for example,
when you know it is not for personal use. Those kinds
of things, while we normalise them, are misuse of gov-
ernment assets and were all factored into the training,
so it's quite an interesting training programme; then you
have a small quiz afterwards and once you pass the
quiz you will have been deemed to have passed the
anti-fraud policy training.

We [even] had the system in place where you
could actually show your direct report that you had
completed the training, but due to the transition it fell
through the cracks, so that's something that we are
working on getting back online now.

We spoke with the Portfolio of the Civil Service
yesterday in regards to getting it back into the orienta-
tion for every new employee, and we will be getting it
online. We are in July now, which is the third quarter,
so we would like to get it online hopefully next month, |
guess, because we are at the end of July; so, by Au-
gust, we would expect to have that back online. Apolo-
gies, again, to the Committee and the Audit Office; we
did think it was a quick fix, and it turned out to be much
more challenging than expected due to technological
issues.

Ms. Barbara E. Conolly: Through you, Mr. Chairman,
| just have a question with regard to the anti-fraud train-
ing. If itis done on an annual basis, how is it monitored?

Is it the Ministries that determine whether everyone is
on board and everyone has gotten the training? Who
monitors that?

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Mr.
Chairman through you, | believe the best approach
would be for the Deputy Governor to require everyone
to undergo such training annually. Then it would be fac-
tored into everyone's performance agreements, ergo
every employee’ performance agreement would say,
“Part of my job this year is to complete the anti-fraud
training.” Their manager would then ensure that it is ac-
tually completed. That would ensure that everyone has
gone through the training again by the end of year.

For it to be on an annual basis is what we are
looking to do. It can be repetitive, and we will need to
refresh it ever so often, but right now we have a pro-
gramme that is quite straightforward and doesn't take
up much of the employees’ time— and just for the Com-
mittee's knowledge, the current policy has been written
in a way that the average person can understand it. It
is not technical jargon that only accountants can under-
stand.

It is a pretty straightforward policy that allows
anyone to understand what we consider fraud and how
to go about reporting it, and so on. We tried to ensure
it is in layman's terms so that everyone could comfort-
ably understand the policy; but it will be a situation
where we try to get it conducted annually for individu-
als. It is a course you can do sitting at your desk, it is
not something that you need to have a group setting
for. We also have it set up so that anyone can do it re-
motely, so it would be pretty straightforward.

Thank you.

Ms. Heather D. Bodden: Thank you, Mr. Chairman,
through you. | just want to thank the Accountant Gen-
eral for that update. | think he has answered my third
question— that it is going to be an annual requirement
for all public sector staff.

The Chairman: Any other questions from members?
Okay, let's move on to the next area, the Framework
for Fiscal Responsibility. For that, I'll turn to Ms. Conolly
to lead to questioning.

Ms. Barbara E. Conolly: Thank you, Mr. Chairman
through you to the witness. | will give a little preamble
prior to my questioning.

In 2021 the Auditor General recommended that
the government should clearly demonstrate compli-
ance with the Public Management and Finance Act, in-
cluding requirements of the Framework for Fiscal Re-
sponsibility, through reporting interim performance
against the principles of financial management; using
unaudited financial information; reporting performance
against the principles in its annual report for the entire
public sector; ensuring that figures have been updated
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to reflect the audited financial statements for the entire
public sector and, finally, providing explanations for any
non-compliance.

You originally stated that this recommendation
would be implemented by January of last year. In June
of last year, you stated that interim compliance with the
principles would be reported in quarterly reports from
Q1/2022, and full-year compliance with the principles
reported in the EPS for 2020. The Office of the Auditor
General has confirmed that you have started to report
interim compliance against the principles in the unau-
dited financial report for Q1/2023.

The Committee is pleased that this reporting
started, however, the Auditor General has informed us
that you have yet to submit the EPS’ annual reports for
2020 and 2021. Can the witness give reasons for the
delays in submitting the 2020 and 2021 EPS’ annual
reports to the Auditor General’s Office?

[Pause]

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Mr.
Chairman, through you.

The financial statements for the Entire Public
Sector (EPS) accounts are submitted each year by the
31st May in compliance with the Law, however, we have
seen numerous times where we have to re-submit
these accounts due to the backlog of the underlying
Ministries’ accounts. Because of that, we have delayed
submitting an annual report for those years. We are
happy to move forward with them, however with the un-
derstanding that we will have to be updating them every
time we do a re-submission to the Audit Office. It just
results in a bit more inefficient process. The Auditor
General’s Office normally audits the accounts first and
reviews the annual report afterwards for compliance
with the financials.

It's a situation where we produce the annual re-
ports in line with when the Auditor General is ready to
review them, however, we take it on board that, techni-
cally, we should be submitting those annual reports
along with the financial statements, so we will work to
get those addressed.

Mr. Chairman, | would also like to point out, in
regards to the member’s first point pertaining the FFR,
and having that compliance in the quarterly reports, we
have actually gone a step farther than we had commit-
ted to. We committed to doing it quarterly, we are actu-
ally reporting it monthly to the Cabinet— we actually
have two columns in the June report that show full com-
pliance. Those two columns show a 12-month period
as well as the 6-month period for 2023, so you will see
the full 12-month history leading up to the 30t June,
2023 period. That shows full compliance as well as the
six-month period just for the 2023 period. We have in-
cluded this in our monthly report.

| obviously don't want that to take away from
our commitment to ensure that the annual reports are

provided to the Auditor General’s Office. We will work
to get those sorted out immediately, and | do apologise
for that tardiness.

Ms. Barbara E. Conolly: Thank you to the witness for
the information regarding submitting the reports
monthly to Cabinet, as opposed to quarterly. Can | have
an undertaking then, that the reports for 2020 and 2021
will be submitted ASAP?

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Mr.
Chairman through you.

| have my EPS Reporting Manager, Miss
Hughette Griffiths-Doctor with me, and she has advised
me that we are able to get them done by the end of
September.

Obviously, they have a number of things ongo-
ing, and we are constantly expanding the monthly re-
port to include additional information, so their job gets
more onerous every month, but she has committed to
getting that by the end of September. We apologise for
the delay, and we will get both the 2020 and 2021 an-
nual reports done by that time.

Ms. Barbara E. Conolly: Through you, Mr. Chairman.
Thank you very much for that undertaking and that time
line. We really appreciate it; thank you.

That is all my line of questioning, Mr. Chair-
man.

The Chairman: Accountant General, the Auditor Gen-
eral signed off on 2019, am | correct? So, it is every-
thing since then. Alright. That is all | wanted to seek
some clarity on.

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Sorry,
Mr. Chairman, | missed the last part of your statement.

The Chairman: | said | was only seeking clarity on
that— that the adverse opinion had been signed off for
2019, so 2019 is done and put to bed.

Mr. Matthew Tibbetts, Accountant General - Minis-
try of Finance and Economic Development: Mr.
Chairman, that is correct. We are in the final stages for
2020 EPS’ accounts right now.

The Chairman: Thank you, sir.

Members of the Committee, that brings us to
the end of this Hearing. | want to thank everyone for
your presence and your participation this morning in
getting things done.

FS, thank you and your team for your presence
and for your usual forthrightness in answering the Com-
mittee’s questions and we recognise that you do have
much going on your plate right now with the budget de-
liberations and trying to get everything done and ready
to meet the October 25™ deadline. | just thought about
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it— we are here to discuss the budget and we had to
postpone this meeting twice because of challenges you
all faced with budget deliberations and meetings; but |
know you all will come through again on the 25™ Octo-
ber so thank you all, very much.

Deputy Auditor General and [Project Leader]
Ncube, thank you for being here as well; and as usual,
thanks to my Parliamentary Clerk, Susan Burke for
your work and your support. This concludes the public
element of this Hearing today.

Members, thank you all again, and we will
break for lunch now.

Mr. Kenneth Jefferson, Financial Secretary and
Chief Officer - Ministry of Finance and Economic
Development: Thank you Mr. Chairman, Committee
members and Auditor General staff, on behalf of the
Finance team.

The Committee adjourned at 12.35pm.
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