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Foreword

In accordance with Section 16(3) of the Finance and Audit (Reform) Act 2005 “ The Auditor General may
at any time, if it appears to him to be desirable, send a special report on any matter incidental to his powers

and duties under the provisions of this Act to the Minister for presentation to the National Assembly.”

I am pleased to present this Special Audit Report on the receipt, allocation and expenditure of funds received

by the Government of Belize from the Government of Venezuela in December 2007.

The audit was conducted based on a request made to my Office by the Chief Executive Officer in the Ministry
of Housing, but the fund has been a matter of great public interest and therefore it is fitting that the report be
submitted to the Honourable Minister of Finance for presentation to the National Assembly.

The findings of this audit have been communicated separately to those ministries involved.

I wish to acknowledge the work done by the Audit Team, headed by Mr. Randolph Young, which conducted

the audit. I also wish to acknowledge the support that was received from the Ministry of Finance, the

Ministry of Housing and the Housing and Planning Department in facilitating our work.

Edmund A. Zuniga

Auditor General

April 2009
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CHAPTER 1

Background, Audit Rationale, Objectives and Approach

Background

1.1

1.2

On 28th December 2007, the Government of Belize through the Ministry Home Affairs, Public
Utilities and Housing signed two (2) non-refundable economic assistance agreements with the
Economic and Social Development Bank of Venezuela (BANDES). Both economic assistance
grants by the country of Venezuela to the Government of Belize totaled twenty million United States
dollars (USD 20,000,000.00) convertible to forty million Belize Dollars ($40,000,000.00).

Mr. Rafael Isea Romero signed on behalf of BANDES whilst Ms. Amalia Mai, Chief Executive

Officer in the Ministry of Foreign Affairs signed on behalf of the Government of Belize.

The Housing Assistance Agreement for the sum of US$ 19,000,000.00 stipulated the following

objectives:

1.2.1 That the economic resources were nonrefundable by the Government of Belize;

1.2.2 That the funds were to be designated in the following manner: -

a. The sum of US $10,000,000.00 designated to the program of construction of houses

for persons of low income, and

b. The sum of US $9,000,000.00 designated to the program of repairs of houses for

persons of low income.

1.2.3 The second agreement signed was in respect of US $1,000,000.00 which was to be used for

the reconstruction of an Athletic Track, located in Belize City.

Audit Rationale

1.3

Based upon an official request from the Chief Executive Officer, Ministry of Housing and Urban

Renewal on 22nd February 2008 and in accordance with Section 12 of the Finance & Audit (Reform)
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Act 2005, the Office of the Auditor General conducted an audit of the accounting records and
associated documents in respect of the Venezuelan Low Income Housing Grant Program and the
grant in respect of the renovation of the Athletic Track administered primarily through the Ministry

Housing.

Audit Objectives

1.4

The objectives of the audit were: -

1.4.1 To establish through third party confirmation the quantum of the grant received and brought

to account in the Consolidated Revenue Fund.

1.4.2 To determine the criteria employed for approval and disbursements of housing grants and

loans and ensure compliance.

1.4.3 To establish the quantum of funds expended from the Venezuelan Housing Grant Programme

and whether such monies were spent for the purposes intended.
1.4.4 To confirm that funds allocated for the refurbishment of the Athletic Track were utilized for
the purpose intended; that proper procedures were followed and that Government of Belize

obtained value for the money spent.

1.4.5 To establish whether records and associated documents were kept in accordance with

prevailing laws and financial regulations.

1.4.6 To assess the internal controls in place and suggest meaningful improvement if required.
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CHAPTER 2
Methodology and Scope

Methodology
2.1 The methodology employed included testimonial and documentary evidence as follows: -
a. Interviews conducted with officials involved in the transactions under this program. These

Scope

included the Financial Secretary, Accountant General, Director of Housing and Planning and

Finance Officers to establish policies and procedures in place.

Bank confirmation was obtained to determine if the quantum of funds as per agreement was

received and accounted for in the Consolidated Revenue Fund.

Approved application forms were perused to establish compliance with standard operating
procedures of the Ministry of Housing. These approved applications were then crosschecked
to housing grant and loan payments (SmartStream Accounts Payable Invoices) to obtain

reasonable assurance that they were duly approved.

In the case of commercial bank accounts, all relevant accounting records including returned
cheques, registers, reconciliations and approved applications were retrieved from the

respective ministries and reviewed.

A sample of housing assistance transactions were compiled and physical inspections conducted
to establish that funds expended under the Housing Grant Programme were utilized by

recipients in accord with objectives of grant agreement.

2.2 This report and its conclusions were based on information and data extracted from a sample of

transactions to establish compliance with Financial and Stores Orders and the Finance and Audit

Reform Act 2005. It does not intend to represent an examination of all related transactions and

activities. The Audit was primarily based on the examination of transactions recorded in respect of

the Venezuelan Housing Grant Funds, which were brought to account in the Consolidated Revenue
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Fund, and eventually allocated for expenditure by the Financial Secretary as of February 2008 and

does not reflect events or accounting entries subsequent to that date.

2.3 The audit was conducted in accordance with INTOSAI Standards.
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3.1

3.2

3.3

3.4

3.5

3.6

CHAPTER 3

SUMMMARY OF FINDINGS

The audit inspection of the accounting records and documentation maintained by the Ministry of
Housing and the Housing and Planning Department in respect of the Venezuelan Housing Grant

Programme unearthed the following: -

Grant Agreement. The Economic and Social Development Bank of Venezuela and the Government
of Belize signed Two (2) non-refundable economic assistance agreements on 28th December 2007.
Both agreements totaled twenty million United States dollars (USD 20,000,000.00) convertible to
forty million Belize Dollars ($40,000,000.00) for construction and repair of houses for persons of

low income and reconstruction of an Athletic Track.

Funds Brought To account. Contrary to Section 3 (1) of the Finance and Audit Reform Act
2005, only twenty million ($20,000,000.00) of the forty million $40,000,000.00 Belize Dollars was

brought to account in the Consolidated Revenue Fund.

Allocation. Of the twenty million Belize Dollars ($20,000,000.00) brought to account in the
Consolidated Revenue Fund some $17,980,000 were allocated by way of supplementary warrant
and posted to activities 1622 (Home Improvement) and 1620 (Housing Projects) during fiscal year
2007/2008. This was in contravention of Sections 5(1) and 5(4) of the Finance and Audit Reform
Act 2005 which stipulates that the maximum funds legally authorized for expenditure by Special
Warrant without approval of the House of Representative is $500,000.00.

Also, the Office of The Auditor General noted, with interest, that the remaining $2.2 Million was

not allocated.

Actual Expenditures Based on Records Presented: Departmental Warrants that totaled
$13,000,000.00 were issued by the Chief Executive Officer in the Ministry of Housing to the
Director - Housing and Planning Department. The Departmental Warrants were later reduced to
$9,800,000.00. These warrants were presented to audit for inspection. Of the $9,800,000.00 made
available, accounting records presented for inspection showed that $10,763,014.21 was spent, an

apparent excess expenditure of $963,014.21.
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3.7

3.8

Transfers/Deposits-Commercial Bank Accounts. Contrary to the Government of Belize’s
standard payment procedures $1,533,700.00 was deposited/transferred to commercial bank checking
accounts, directly from Government of Belize Accounts at the Central Bank of Belize, by the
Financial Secretary to meet housing assistance payments to individuals from various constituencies
such as Lake Independence, Albert’s, Caribbean Shores and Toledo West. Some $1,585,042.20
was spent by the various Ministries through these checking accounts, which caused an apparent
over-expenditure of $51,342.20. The over-expenditure was due to funds apparently overdrawn
from the Commonwealth Debt Initiative First Caribbean Bank Checking Account utilized by the

Ministry of National Development.

As a result, total expenditures in respect of records presented for inspection in regards to the

Venezuelan Housing Grant Programme amounted to $12,348,056.41 as illustrated below: -

Accounts Amount

Records presented for audit by Director,

Housing & Planning $10,763,014.21

Payments made through Commercial Bank
Checking Accounts $1,585,042.20
$12,348,056.41
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3.9

3.10

3.12

Solar Electrification. The Financial Secretary allocated funds that totaled $200,000.00 to the
Ministry of Works for the completion of Solar Electrification Project in the Toledo District from
proceeds of the Venezuelan Housing Grant Programme. $120,378.00 was spent for the purchase
of Solar Equipment for distribution to residents of that district. In our view this expenditure was

inconsistent with the conditions of the grant agreement.

Athletic Track - The objective of the second Grant Agreement between the Economic and Social
Development Bank of Venezuela and the Government of Belize was for the reconstruction of an
Athletic Race Track in Belize City at a cost of $2,000,000.00. Instead of an Athletic Track, a
mobilization fee of $2,000,000.00 was made to contractor Bella Vista Company Limited/Lopez

Equipment Company on 30th January 2008 for construction of an Indoor Sporting Complex.

On 11th March 2008, the contract with Bella Vista Company Limited/Lopez Equipment Company
was terminated. The end result was that the objective of the second Grant Agreement was not
fulfilled due to:

3.11.1 Termination of contract and the value of the works performed on site undetermined.

3.11.2 The objective of the agreement specified that the $2,000,000.00 was to be utilized for the
reconstruction of an Athletic Race Track; however, payment was made for mobilization

fee for construction of the Indoor Sporting Complex.

Other Shortcomings. The following were also unearthed during the audit: -

3.12.1 The grant agreement specified that economic resources were to be utilized for construction
and repair of houses for persons of “low income”. However no criterion was established
defining low income. Also, income particulars recorded on application forms were not

supported with salary confirmation from employers.

3.12.2 Emoluments of recipients of housing assistance who were public officers were verified
on the SmartStream Accounting System and in most cases it revealed that senior public
officers benefited from the housing assistance programme. In our opinion these officers

were not persons of “low income”.
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3.12.3 Construction materials valued at $205,180.95 were purchased by the Housing and Planning

3.13

Department for distribution by certain Area Representatives, however, no proper record was

maintained to account for their disposal.

Standard Operating Procedures. It was apparent that standard procedures and controls in place
prior to the advent of the Venezuelan Housing Programme were disregarded in order to speed track
payments. These included: -

3.13.1 Technical inspection of proposed works not conducted.

3.13.2  Officers other than the Minister and CEO approved housing applications.

3.13.3 First approvals of payments on the SmartStream Accounting System were overridden with

the permission of the Accountant General.
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Chapter 4

Detailed Findings- Housing Project
Quantum of Housing Grant. The BANDES agreements made reference to twenty million US
dollars ($20,000,000.00) to be allocated for home repairs and construction, and the reconstruction of
an Athletic Track. However, bank wire information obtained from the Ministry of Finance indicated
that instead of twenty million US dollars (US $20,000,000.00) or forty million Belize dollars, only
$10 million US dollars (US $10,000,000.00) or twenty million Belize dollars ($20,000,000.00)
were transferred to the Government of Belize’s foreign bank account at the Federal Bank of New

York as illustrated on the transferred authentication results attached at Appendix “A”.

In addition, the Financial Secretary provided confirmation of funds brought to account in the form of
instruction issued to the Governor of the Central Bank to open two (2) current accounts as illustrated

below: -

Account Ledger
Date Number | Account Name Balance (bcy)
Venezuelan Housing
28/12/07 | 211352 | Grant -18000000
Venezuelan Stadium
28/12/07 | 211353 | Grant -2000000
-20000000

Although the funds were received on 28th December 2007, posting to capital receipts in General

Ledger was not done by the Accountant General until February 15th 2008 as illustrated below: -

POSTING | EFFECTIVE | ACCOUNTING JOURNAL | TRANSACTION
DATE DATE DISTRIBUTION ID AMOUNT (bcey)
15/2/08 31/12/07 18017/48501/140/24 AJ231122007 | $ (2,000,000.00)
15/2/08 31/12/07 18017/48501/140/24 AJ231122007 | $ (18,000,000.00)

$  (20,000,000.00)
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4.4

4.5

Bank information in regards to the other ten million US dollars ($10,000,000.00) or twenty million
Belize dollars ($20,000,000.00) that was unaccounted for in the Consolidated Revenue Fund was
not obtained from the Financial Secretary. However based on the grant agreements signed by
representatives of BANDES and the Government of Belize, $20,000,000.00 US Dollars and not
$10,000,000.00 US dollars should have been deposited into the Consolidated Revenue Fund.
The failure to deposit the $10,000,000.00 US Dollars to the credit of the Government of Belize
contravened Section 3 (1) of the Finance and Audit Reform Act 2005 which states: “Pursuant to
section 114(1) of the Belize Constitution, all revenues or other moneys raised or received by Belize,
not being revenues or other moneys payable under the Belize Constitution or under any other
law into some specific public fund established for that purpose, shall be paid into and form one

Consolidated Revenue Fund.”

In regards to the $10,000,000.00 US Dollars accounted for in the Consolidated Revenue Fund,
Sections 5(1) and 5(3) of the Finance and Audit Reform Act 2005 outline the circumstances and
process under which the Minister of Finance may authorize supplementary expenditure prior to

approval by the House of Representatives. These sections are quoted below:

“5. (1) If the Minister is satisfied that there has arisen an urgent and unforeseen need for expenditure which-

(a) being in respect of a new service or goods is not provided for in any Act, or

(b) will result in an excess of the sum provided for that service or those goods in any Act,

And which cannot without serious injury to the public interest be postponed until the next sitting of the House

of Representatives called for consideration of supplementary estimates, he may by Special Warrant under his

hand and in anticipation of grants being made by the National Assembly authorize the issue of moneys from

the Consolidated Revenue Fund in such amounts as may be necessary to meet that need.

(3) All authorizations by Special Warrant shall be reported to the House of Representatives at its next meeting

where practicable, and at the next sitting of the House of Representatives called for supplementary estimates

the minister shall ask the House of Representatives to confirm the appropriation from the Consolidated

Revenue Fund by enactment of a Supplementary Appropriation Act:

Provided howsoever that all such authorizations by Special Warrant must be reported to and confirmed by the

House of Representatives within three months of the date of any such Special Warrant.”
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4.6 Section 5(4) outlines the financial controls/restrictions of supplementary expenditure prior to

approval of the House of Representative. It reads: -

“(4) Authorizations by Special Warrant which have not been confirmed by the enactment of a Supplementary
Appropriation Act shall not at any time exceed in the aggregate an amount equivalent to ten per centum of
the amount voted for the respective head of the approved expenditure estimates for the year, or the sum of

five hundred thousand dollars in the case of new goods or a new service”

4.7 For fiscal year 2007/2008, the “Head” for Housing as spelt out in the Annual Estimate of Revenue

and Expenditures comprised the following programmes and estimates: -

2007/2008 APPROVED BUDGET ITEMS — MINISTRY OF HOUSING

Expenditure

Classification | Head/Programme Amount

Recurrent 33051 - Ministry of Housing (Housing &

Expenditure Planning Department) $1,142,147.00
662 - Belize South Side Urban Renewal $ 100,000.00

Capital 11 1004 — Purchase of other office Equipment $ 5,098.00
1620 - Housing Project (CDI) $1,101,000.00

Capital III 1622 - Home Improvement $ 500,000.00

$2,848,245.00
4.8 Factoring the legislative limits of ten percent to the ‘head’ under Housing’s approved budget of

$2,848,245.00, it was estimated that the maximum funds which should have been legally authorized
by Special Warrant without approval of the House of Representatives was $284,824.50. In the case
of a new good or service $500,000.00.

4.9 Funds allocated and spent in excess of $500,000.00 contravened Sections 5(1) and 5 (4) of the
Finance and Audit Reform Act 2005.

4.10 The House of Representatives was dissolved on 7th January 2008 hence legislative approval for

these supplementary funds was not obtained.

4.11 The SmartStream Accounting System General Ledger reflected supplementary funds posted to
activities 1622 (Home Improvement) and 1620 (Housing Projects) during fiscal year 2007/2008
which totaled $17,980,000.00. Detailed listings of such postings are attached at Appendix “B”.
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4.12 According to a senior official in the Ministry of Finance $17,979,800.00 was allocated to the

Ministry of Housing by the Ministry of Finance for Housing Projects and Home Improvement

(Loans and Grants) and that these were considered funds from the Venezuelan Housing Grant

Programme.

4.13 As illustrated below, an emailed directive issued by the Financial Secretary to respective Finance
Officers detailed how the Twenty Million Belize Dollars ($20,000,000.00) was to be spent.

Ministry | Project To Be Funded Proceeds of Grants

Housing New Housing Projects $ 2,000,000.00

Housing | Incomplete Houses $ 1,000,000.00

Housing Home Improvement Grants $ 2,500,000.00

Housing Home Improvement Loans $ 4,500,000.00

Sports Belize City Sports Complex | $ 2,000,000.00
Additional Textbooks

Education | Order $ 2,000,000.00

Health Health Reform Project $ 1,000,000.00
Health Reform Project —

Health Additional $ 1,000,000.00
Infrastructure - Streets &

Works Drains $ 2,000,000.00
Orange Walk - Blue Creek

Works Road $ 2,000,000.00

$ 20,000,000.00

A copy of the Financial Secretary’s email addressed to the parties concerned is attached at Appendix “C”.



AUDIT REPORT VENEZUELAN GRANT PROGRAMME | 13

4.14 Verification in SmartStream General Ledger revealed that the following allocations were made

consistent with the Financial Secretary’s email directive.

Supplementary
Allocation
Account Project (2007/2008) Particulars

$4 Million was approved in
the 2007/2008 Budget
Estimates. $2 Million was
released on 29/1/08 to pay
mobilization fee (was

Belize City Sports considered released against

30017/1591 (Capital IIT)[Complex $  2,000,000.00Venezuelan Grant)

On 28/12/07 $2,131,299.00
was allocated to pay
outstanding bills re.
Textbook Project (was
considered released against
21017/856 (Capital II) |Text Book Programme |$  2,131,299.00\Venezuelan Grant)

On 12/11/07 the sum of $1
Million was allocated for the
Health Reform Reform
Project. (was considered

released against Venezuelan
19151/811 (Capital II) |[Health Reform Project |$  1,000,000.00/Grant)

On 25/1/08 the sum of $2
Million allocated. (was
Orange Walk - Blue considered released against
29017/1645 (Capital 11I)Creek Road $  2,000,000.00[Venezuelan Grant)
29017/1200 Street, Drains & Villages | $ 100,000.00
Maintenance of Streets & Infrastructure - Streets &
29017/1610 Drains $ 816,177.00 |y mins (Cap. 1) - Total of
. $1,903,421.00 was allocated
29019/92 1 hern High 2 20. T .
9019/929 Old Northern Highway | $ 73,520.00 (o the Ministry of Works in
29017/627 Feeder Roads $ 530,000.00 |January 2008. (was
Maintenance of considered released against
29017/1609 Highways $ 183,724.00 [Venezuelan Grant)

$  9,034,720.00

4.15 According to the Ministry of Finance official, these were Capital Projects for which expenditures
were incurred without external financing hence it was decided by the then Minister of Finance that

proceeds of the Venezuelan Housing Grant Programme be considered as the source of funding.
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4.16

4.17

4.18

Ministry of Housing’s Expenditure Totals - Venezuelan Housing Grant. An expenditure report
compiled by the Finance Officer at the Housing and Planning Department and shared with the Office
of the Auditor General showed housing loans and grants paid from proceeds of the Venezuelan
Grant which totaled $19,507,975.99. Payments through commercial bank accounts and those for

the Athletic Track were excluded from that report.

Venezuelan Housing Assistance Records Presented For Audit Inspection. Neither the Ministry
of Housing nor the Director of Housing and Planning had a precise expenditure total for funds spent
under the Venezuelan Housing Programme. There was no defined accounting distribution allocated
to the program from which the account details could have been retrieved. As a result, the Auditors
had to rely on transactions presented for inspection by the Finance Officer as expenditures related

to the grant program.

At the commencement of the audit on March 3, 2008, the Housing and Planning Officer directed
the Finance Officer to hand over to the Auditors all payments made under the Venezuelan Housing
Assistance Program for audit inspection. Some six thousand three hundred and eighty-six (6,386)
SmartStream invoice payments were presented by the Finance Officer at the Housing Department,
Belize City. Four thousand eight hundred and sixty-three (4,863) were in respect of home
improvement grants, which totaled three million, three hundred and ninety three thousand, six
hundred and eighty one dollars and twenty-one cents ($3,393,681.21). One thousand five hundred
and twenty-three (1,523) were in respect of home improvement loans, which totaled seven million
three hundred and sixty nine thousand three hundred and thirty-three Belize dollars ($7,369,333.00).
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4.19 The Finance Officer at the Housing and Planning Department provided authority in the form of
Departmental Warrants to incur expenditure for the above home improvement grants and loans
which totaled $13,000,000.00 as illustrated below:-

DATE DW# AMOUNT
7/1/08 717 $7,000,000.00
7/1/08 78 $3,000,000.00
1/2/08 85 $1,000,000.00
4/2/08 86A $2,000,000.00
TOTAL $13,000,000.00

4.20 Expenditures By Warrants. Below are details of the expenditure totals for which accounting

records were presented for audit.

(I) Departmental Warrant
#77 dated January 7, 2008 $7.000,000.00

33051/85006/670/412051

(Home Improvement Grants) $2,500,000.00
33051/85007/670/412051
(Home Improvement Loans) $4,500,000.00

Home Improvement Grants

Available for disbursement $2,500,000.00
DW reduction

(ACC/3/01/08(14) — 14

January, 2008 ($200,000.00)
Actual available for

disbursement $2,300,000.00

Amount disbursed

(3,950Transactions) $2.758.486.50
DIFFERENCE (OVER
EXPENDITURE) ($458,486.50)

Home Improvement Loans

Available for disbursement $4,500,000.00
Amount disbursed (1231
Transactions) $6.128.183.00
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DIFFERENCE (OVER
EXPENDITURE)

($1,628,183.00)

Departmental Warrant #85
dated February 1, 2008

33051/85006/670/412051
(Home Improvement Grants)
33051/85007/670/412051
(Home Improvement Loans)

$750,000.00

$250,000.00

$1.000,000.00

Home Improvement Grants

Available for disbursement
Amount disbursed (547
Transactions)

DIFFERENCE

$750,000.00

$374.961.89
$375,038.11

Home Improvement Loans

Available for disbursement $250,000.00
Amount disbursed (219
Transactions) $954.550.00
DIFFERENCE (OVER
EXPENDITURE) $704,550.00

(I1II) Departmental Warrant
#86A dated February 4,
2008

33051/85006/670/412051
(Home Improvement Grants)
33051/85007/670/412051
(Home Improvement Loans)

$1,500,000.00

$500,000.00

$2.000,000.00

Home Improvement Grants

Available for disbursement

$1,500,000.00

Amount disbursed (310
Transactions) $231,132.82
DIFFERENCE $1,268,867.18

AUDIT REPORT
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Available for disbursement $500,000.00
Amount disbursed (56

Transactions) $200,100.00
DIFFERENCE $299,900.00
Invoices presented yet no

DW # quoted in comments

Home improvement grants

(56 Transactions) $29,100.00
Home improvement loans (17

Transactions) $86,500.00
TOTAL EXPENDITURE $115,600.00
Payments were not seen

charged against Departmental

Warrant #78.

FUNDS APPROVED BY
DEPARTMENTAL

WARRANTS

Departmental Warrant #77 $7,000,000.00
Reduction ($200,000.00)
Departmental Warrant #85 $1,000,000.00

Departmental Warrant #86A
Total available for
disbursement

$2.000,000.00

$9,800,000.00

EXPENDITURES

INCURRED BASED ON

DEPARTMENTAL

WARRANTS

Departmental Warrant #77

$8,886,669.50

Departmental Warrant #85

$1,329,511.89

Departmental Warrant #86A

$431,232.82
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Unknown Warrant # $115.600.00

TOTAL EXPENDITURE
INCURRED

($10,763,014.21)

EXPENDITURE
INCURRED IN EXCESS
OF WARRANTS
PRESENTED

($963,014.21)

AUDIT REPORT

4.21 The above payments did not include cheques which were processed but not issued to recipients prior

to closure of the housing programme as at the change of administration on February 7th, 2008.

4.22 At the time of inspection some two hundred and thirty four (234) cheques that totaled $192,250.00

were on hand at the Housing and Planning Department that were not issued as at February 7th.

Since these cheques were eventually cancelled the total value ($192,250.00) was subtracted from the

total expenditures made available by the Finance Officer.

Expenditures Presented for inspection (Housing

Department) $10,763,014.21
Cheques held by Housing Department (less) ($192,250.00)
Expenditures presented for inspection $10,570,764.21

4.23 Housing Assistance Channeled Through Checking Accounts. The Office of the Auditor General

observed that the Ministry of Finance facilitated and advised a few Ministries to operate commercial

bank checking accounts for the purpose of disbursing funds from the Venezuelan Housing Grant

Programme. These checking accounts were utilized rather than the conventional accounting system

operated by the Government of Belize.

4.24 The opening and operation of Commercial Bank checking accounts were contrary to Financial

Orders #301 which states: -

“No official bank account may be opened unless authorized by the Accountant General to whom all applications

shall be made...”
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4.25 Below are the Ministries and respective bank accounts utilized for disbursement of housing

assistance:-
CHECKING FUNDS ACCOUNT
MINISTRY/OFFICE ACCOUNT DEPOSITED [EXPENDITURE| BALANCE
Belize Bank Belmopan
Branch Account #645-
Finance 1-1-1504 $350,000.00 $306,087.80] $43,912.20
Belize Bank Checking
Account #645-1-1-
Health 15030 $180,000.00 $173,009.75 $6,990.25

National Development|CDI First Caribbean
(Albert & Lake | International Bank

Constituencies) Account #73-1038120 $500,000.00 $698,940.00/($198,940.00)
National Development|Belize Bank Checking

(Toledo West Account #645-1-1-

Constituency) 15049 $103,700.00 $103,222.50 $477.50
Ministry of Works Belize Bank Ltd

(Toledo East Checking Account

Constituency) #645-1-1-15065 $150,000.00 $139,685.00f $10,315.00
Ministry of Works -

(SmartStream

Payments - D.W. #82 | Process through

07/08) SmartStream $50,000.00 $43.719.15 $6,280.85
Ministry of Works -

Solar Equipment Process through

Toledo District SmartStream $200,000.00 $120,378.00] $79.622.00

$1,533,700.00  $1,585,042.20 ($51,342.20)

4.26 The findings of the audit of the various bank accounts were included in management letters that
were dispatched to the respective Chief Executive Officers. Given that no response was received in
respect of the queries raised, a synopsis of the unresolved shortcomings reported by the Office of

the Auditor General to the respective accounting officers is detailed below: -
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MINISTRY/DEPARTMENT BANK ACCOUNT

Ministry of National Development (CDI) First Caribbean International Bank
Account #73-1038120)

OBSERVATIONS

The then CEO, Mr. Hugh O’ Brien, authorized utilization of existing
Commonwealth Debt Initiative (CDI) bank account for disbursement of housing
assistance

The Financial Secretary allocated and dereserved $200,000.00 to the CEO,
Ministry of National Development for home improvement grants for residents of
the Albert and Lake Independence Constituency. However, $500,000.00 was
debited against Capital II account 32017/85007/680/1622 (412051) and made
payable to Commonwealth Debt Initiative (CDI) Project Checking Account #73-
1038120. No authority for the other $300,000.00 was presented for inspection.
The Finance Officer, Ministry of National Development explained to the Auditors
that the Ministry’s role under the programme was to disburse housing assistance
based on approved applications by the area representatives of the Albert and Lake
Independence Constituencies. According to her, no documentation outlining the
eligibility criteria for housing grant recipients existed and that the bank account
was utilized solely as a vehicle to expedite the housing grant disbursements
approved by both area representatives.

The area representatives of Albert and Lake Independence submitted a list with
names of individuals and housing grant amounts to the Ministry of National
Development. Based on the submitted list the Finance Officer wrote cheques and
forwarded them to the area representatives for distribution.

Some fourteen (14) housing assistance grants, which totaled $9,550.00, were
disbursed, however no approved application was found on hand or presented for
audit inspection.

The Finance Officer stated that she did not receive the (14) un-presented
applications and that she had reminded the area representative of the Albert
constituency to submit them to the Ministry. To date such has not been received.
All cheques were prepared based on the list of names submitted by the area
representatives for Albert and Lake Independence and that the approved
applications were subsequently forwarded to the Ministry after cheques were
disbursed.

On June 3rd 2008, the area representative for the Albert Constituency in a
telephone conversation explained to the Auditor that funds for housing assistance
were made available through the Ministry of National Development. The CDI
account was utilized because there was precedence for debt forgiveness under the
checking account.
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The Area Representative also acknowledged that personnel from his constituency
office filled out application forms based on information they obtained from
recipients over the telephone. However he clarified that he was not aware who
signed the application forms.

Housing grant disbursements through the Ministry of National Development’s First
Caribbean International Bank Account #73-1038120 totaled $698,940.00 as per
register maintained by the Finance Officer. Some $500,000.00 was deposited in
the bank account therefore funds for the housing assistance program were
apparently overspent by $198,940.00.

MINISTRY/DEPARTMENT BANK ACCOUNT
Ministry of National Belize Bank Checking #645-1-1-15049
Development

OBSERVATIONS

Bank account was opened contrary to Financial Order #301 based on request from
Toledo West Representative vide MIN/08 dated January 29, 2008.

The Financial Secretary allocated and dereserved funds totaling $103,700.00 to the
Chief Executive Officer, Ministry of National Development for home improvement
grants for residents of the Toledo West Constituency. Based on said allocation,
SmartStream Invoice was created and made payable to Belize Bank Acct. #645-1-
1-15049 — Home Assistance Toledo West Constituency:
According to the Finance Officer, the cheque was deposited in the Belize Bank
Checking Account # 645-1-1-15049 based on approval given by the Ministry of
Finance. The respective cheque was deposited in the bank account for
disbursement of housing assistance payments.
The Finance Officer explained to the Auditors that the Ministry’s role under the
programme was to disburse housing assistance based on approved applications by
the area representatives for Toledo West. According to her, no documentation
outlining the criteria for housing grant recipients was received and that the bank
account was utilized solely as a vehicle to expedite housing grants approved.
No record of receipt was maintained to substantiate that recipients of housing
grants had picked up their cheques. Only approved applications were presented for
inspection.
Estimates of proposed works were not included or affixed to approved application
forms. In addition, there was no evidence that the proposed works as per
applications were inspected prior to or subsequent to disbursement of grants as per
policy/guideline of the Ministry of Housing.
Housing grant disbursements through this checking account totaled $103,222.50.
$103,700.00 was deposited in the bank account hence an outstanding balance of
$477.50 remained.

MINISTRY/DEPARTMENT ACCOUNT




22

VENEZUELAN GRANT PROGRAMME

AUDIT REPORT

Ministry of Works Departmental Warrant #82 of 2007/2008 for
$200,000.00

OBSERVATIONS

D.W. # 82 was subsequently reduced by $150,000.00 and was eventually
transferred by the Financial Secretary to Belize Bank Ltd Checking Account #645-
1-115065. The Ministry of Works utilized the remaining $50,000.00 to create
SmartStream payments for housing grants and loans

Eighty-nine (89) Smartstream payments were created and approved however
twenty-four (24) were cancelled hence sixty-five (65) which totaled $43,719.15
was paid out of the $50,000.00.

Departmental Warrant #82 authorized expenditure under Capital III account
33051/85007/670/1622/412051 (loans) however all sixty-five (65) payments which
totaled forty-three thousand seven hundred and nineteen dollars and fifteen cents
($43,719.15) were charged to 33051/85006/670/1622/412051 (grants).

The CEO Ministry of Home Affairs, Public Utilities and Housing issued detailed
instructions that “the loan applications” must be approved by a representative of
the Ministry of Home Affairs, Public Utilities and Housing, specifically by the
Administrative Officer; however all sixty- four (64) approvals were done by the
then Minister of Works.

Fourteen (14) housing assistance applications were approved although the
respective estimates attached were mere photocopies of estimates already presented
by previous applicants. The processing of these applications with attached
photocopies of other applicants’ estimates was viewed as a mockery of the system
and the requirements spelt out at item (iii)(a) of Memorandum ACC/3/01/08 (16)
dated January 25, 2008.

No inspection reports were presented to prove that the Building Supervisors
actually visited sites to verify that housing assistances were appropriate.

All sixty-five (65) payments were over-ridden and approved by a single officer at

both the first and second approval levels contravening Treasury Circular #4 of
2005.

Financial Secretary directed the Governor of the Central Bank of Belize to transfer
the sum of $150,000.00 from the Government of Belize’s Current Account
#211318 to the Belize Bank Ltd, Belmopan Branch Account #645-1-115065 Ref.
EST/8/01/08 (16) Vol. XXIV dated February 1st 2008 and DW# 82 of 2007/2008.

Bank Account opened contrary to F.O. 301

MINISTRY/DEPARTMENT BANK ACCOUNT
Ministry of Works Belize Bank Ltd, Belmopan Branch Account
#645-1-115065

OBSERVATIONS
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The CEO Ministry of Home Affairs, Public Utilities and Housing issued
departmental warrant #82 of 2007/2008 dated January 25™, 2008 for $200,000.00
to the Chief Executive Officer, Ministry of Works. The covering letter from the
Ministry of Housing indicated that the funds were for home improvement loans.
The Finance Officer explained to the Auditors that the Ministry of Works’ role
under the programme was to disburse housing assistance grants based on approved
applications by the then Minister of Works, for residents of the Toledo East
constituency.

Four (4) housing assistance loans were issued to the Finance Officer, First Class
Clerk and two other individuals outside the Toledo East Constituency. The former
Minister of State in the Ministry of Works signed the application forms approving
the four loans that totaled $23,000.00. The four application forms were all
photocopies inclusive of the signature of the Minister of State.

No receipt record was kept on file to substantiate that recipients of housing grants
had received their cheques.

Payments through the Belize Bank Checking Account #645-1-115065 totaled
$149,837.00 as per register. Outstanding cheques amounted to $10,152.00 prior to
closure of the account hence $10,315.00 remained in the bank account.

Bank account was opened contrary to F.O. 301 but approved by the Financial

Secretary.
MINISTRY/DEPARTMENT BANK ACCOUNT
Ministry of Finance Belize Bank Ltd, Belmopan Branch Account
#645-1-1504
OBSERVATIONS

A person who was not a public officer approved 74 housing assistance applications,
which totaled $71,200; authority for the person to approve applications was granted
in writing by the then Minister of Finance.

Housing assistance applications were approved although the purposes indicated
were unrelated to home improvement; no purpose indicated; no estimates attached;
no evidence of inspection by Building Supervisors;

Recipients were not made to sign vouchers to acknowledge receipt of cheques

$350,000.00 was transferred to the checking account and $331,665.00 was
disbursed by the Ministry of Finance leaving an outstanding balance of $18,335.00
in bank account.

Bank Account was opened contrary to F.O. 301

MINISTRY/DEPARTMENT BANK ACCOUNT

Health Belize Bank Ltd Checking Account #645-1-1-
15030
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4.27

4.28

4.29
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OBSERVATIONS

Financial Secretary allocated and dereserved funds totaling $180,000.00 to the
Chief Executive Officer, Ministry of Health for home improvement grants for
residents of the Caribbean Shores Constituency. Of the $180,000.00, $173,009.75
was spent inclusive of bank charges.

The then former Minister of Health approved all housing applications forms.

Two $5,000.00 housing grants were approved by the then Minister of Health to two
residents of Caribbean Shores. There were neither estimates nor evidence of project
supervision, no addresses were provided. Audit was therefore unable to determine
whether funds were utilized for housing related projects.

Applicants did not sign housing applications.

Housing assistance applications were approved despite indicated purpose being
unrelated to home improvement; no estimates were attached; there was no evidence
of inspection by Building Supervisors;

Some one hundred and twenty-two (122) cheques, which totaled $63,300.00, were
also disbursed to individuals whose approved application form did not indicate the
purpose of the grants issued

One hundred and thirty-seven (137) approved applications which totaled
$37,500.00 did not have the required social security number or a photocopy of the
identification card to facilitate verification of the identity of the applicant

Up to the completion of the audit, no bank reconciliation had been completed
although the Finance Officer in the Ministry of Health had already received the
bank statement for the month of January 2008.

It was apparent that these bank accounts were utilized to expedite the housing grant disbursement

process which the Housing and Planning Department was unable to administer given the volume of

transactions and time frame in which payments were to be made.

In summary, records and supporting documents for payments in respect of the Venezuelan Housing

Assistance Program which totaled $12,155,806.41was presented for inspection as illustrated below:-

Transactions in respect of records presented (Housing

and Planning) $10,570,764.21

Payments made through commercial bank accounts $1,585,042.20
$12,155,806.41

This was $7, 352,169.58 less than the expenditure totals the Finance Officer at the Housing and
Planning Department submitted to the Auditors as funds spent under the Venezuelan Grant. There

is an urgent need to reconcile these differences.

19,507,975.99

$ 12,155,806.41
$ 7,352,169.58
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Chapter 5

Other General Observations (Housing Loans and Grants)

5.1 Perusal of records in respect of transactions under this program revealed several shortcomings
inclusive of the following: -

5.1.1  Forty-four (44) invoices were misallocated. These invoices were described as home improvement
loans however were posted to 33051/85006/670/1622/412051 (Grants).

5.1.2  Numerous invoices had incorrect dates and lacked sufficient information in comments field.

5.1.3  Although the typical housing grant issued under this programme varied between $500.00 to $1,000.00
several relatively high value housing grant payments were made payable to nine individuals as
follows: -

VENDOR VOUCHER CHEQUE
1D INVOICE NO. | DATE # AMOUNT | #

V000177255 | HPD-GRANT | 09/01/2008 | 011247 $3,500.00 | 2123535
V000358641 | HPD-GRANT | 09/01/2008 | 011252 $3,500.00 | 2123537
E 11384 HPD-GRANT | 10/01/2008 | 010998 $2,900.00 | 2122245
E 68213 HPD-GRANT | 11/01/2008 | 011700 $2,000.00 | 2124284
V000360213 | HPD-GRANT | 13/01/2008 | 011273 $5,000.00 | 2123657
E 27190 HPD-GRANT | 23/01/2008 | 012469 $4,000.00 | 2124894
E 11038 HPD-GRANT | 27/01/2008 | 013473 $2,500.00 | 2126260
V000603244 | HPD-GRANT | 29/01/2008 | 013581 $1,500.00 | 2126813
V000193336 | HPD-GRANT | 13/01/2008 | 011218 $3,500.00 | 2122955

$28,400.00

5.2 Some sixty-eight (68) invoices did not indicate the Departmental Warrant (D.W.) number in
comments field. The D.W. was the authority for payment.

5.3 Approximately 85% of the application forms scrutinized by the Auditor did not have either the

estimate of the proposed works or the identification particulars of the recipient.
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5.4

5.6

5.7

5.8

Several housing grants were made payable to persons under the age of 18 as illustrated in examples

below: -

SOCIAL DATE

SECURITY |OF

NO. BIRTH |AGE |ADDRESS AMOUNT
Bishop Martin St. Orange

000-365411  27/9/91 17|Walk $ 250.00

000-332083 13/3/92 15Riverside St. Orange Walk | $ 300.00

000-332054  |17/6/90 17Riverside St. Orange Walk | $ 300.00

000-319230 |? 16/San Victor St. Orange Walk | $ 300.00

000-334192  [17/9/91 16/Petville, Orange Walk $ 300.00
Santa Cruz Village, Orange

000-316965 7/10/1992 15|Walk $ 250.00

000-317879  [13/2/94 13|Stadium St. Orange Walk $ 250.00

These payments were all certified by the Building Inspector in the Housing Department and approved

by the Director. Are payments to a minor a policy of the Housing and Planning Department?

Three hundred and sixty-eight (368) invoices listed at Appendix “D” were not presented for audit

inspection.

Housing Assistance - Approval. No clearly defined approval procedure was documented or in
place which detailed authority to approve housing loans and grants. The Office of the Auditor
General observed whereby officers inclusive of Building Supervisors and Inspectors, City Engineer,
Administrative Officer in the Ministry of Home Affairs and the Housing and Planning Officer all

approved housing loan and grant applications.

The Office of the Auditor General viewed the approval of loan and grant applications by technical
officers from the Housing and Planning Department as a possible conflict of interest. These
officers were the officials that should have assessed and evaluated housing projects and not approve

applications.
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5.9

5.10

5.12

Beneficiaries of Housing Loan and Grant. Although the agreement signed by BANDES and the
Government of Belize specified that the economic resources should be used for construction and
repair of houses for persons of low income, no criteria for “low income” was provided. In the
absence of such criteria how was the Ministry of Housing able to satisfy itself that it was the persons

of “Low Income” that received housing assistance?

In addition, the application forms on which income particulars of applicants were recorded did
not have salary confirmation attached. Audit was able to conduct verification of salaries for those
applicants who were public officers on the SmartStream system and such verification proved that
in most cases the grant/loan recipients were for the most part senior public officers who, in our

opinion, did not fall within the “low income” category. Examples are detailed at Appendix “E”.

Cheques were also made payable to some three hundred and thirty one (331) persons for either
multiple housing grants or housing grants and loans. This could also be viewed as an indicator of
the unfairness in the distribution of housing assistance under the Venezuelan Housing Programme. It
was also noted that there were no controls in place to minimize instances of issuing multiple housing

grants.

A detailed listing of the aforementioned multiple housing grants/loans may be perused at Appendix
“F”
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6.1

6.2

Chapter 6

Construction Materials Grant

During the course of the audit it was observed that the Housing and Planning Department issued
construction material (grants) to various individuals. The Office of the Auditor General attempted
to establish whether such materials procured and distributed under the programme were accounted

for in accordance with Stores Orders and departmental policies and procedures.

Discussion with the Director of Housing and Planning revealed that there was no documented policy,
which governed the grant of construction materials. The Director shared the below flowchart

of procedure, which was adopted by the Ministry of Housing prior to the Venezuelan Housing

Programme: -
Approval by Verification of Approval/rejection
Minister Estimate and by Housing &
> site visit by > Planning
Housing & Department and
Planning notification to
Minister on it
v
Completion Supervision/in Disbursement of
report spection of funds
construction
1 work ¢

'

Loan
repayment
commences
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6.3

6.4

6.5

6.6

6.7

6.8

Contrary to the above procedure detailed by the Director, fourteen (14) payments for material grants
which totaled $205,180.95 were based on requisitions prepared by the Building Supervisor and

approved by the Director, Housing and Planning.

The Director explained that the Minister of Housing determined that Area Representatives would be
allowed to receive housing material for onward distribution to constituents. However no evidence
was presented to the Auditors to show how these materials, which cost $205,180.95, were accounted

for as illustrated at Appendix “G”.

Two lists which detailed materials that the Port Loyola Constituency received was presented to the
Auditors however these were inadequate, unreliable and unacceptable for verification. The first list
included materials, which valued $17,110.00, purchased from Rosado’s Hardware. Included were
recipients’ names, addresses, quantity, and value of materials. However no signature of recipient

was affixed.

Likewise, the second list revealed materials, which totaled $86,200.00, purchased from Rosado’s
Hardware, on which was recorded names, quantity, value, and recipients’ signatures. However

without the address of the recipients it was difficult and time consuming to locate the recipients.

The Director further explained that materials were purchased and issued based on requisitions.
The Building Supervisor requested materials for the various constituencies based on the Area
Representatives’ recommendation. The Director approved the requisitions and forwarded them to

the Finance Officer for purchase and payment.

Materials were delivered to or picked up by the respective Area Representatives or Standard
Bearers (in some instances) who subsequently distributed them to their constituents. In this regard
the Office of the Auditor General questions the legality of non-government official (un-elected
area representatives) handling and distributing government stores. Also, how was the Ministry of
Housing able to satisfy itself that materials purchased and issued to Area Representatives of the

various constituencies were accounted for?
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7.1

7.2

7.3

7.4

Chapter 7

Athletic Track-Marion Jones Stadium

The objective of the second Grant Agreement dated 28th December 2007 between the Economic and
Social Development Bank of Venezuela and the Government of Belize was for the reconstruction of
an Athletic Race Track located in Belize City. Objective one outlined that one million United States
dollars ($1,000,000.00) convertible to two million ($2,000,000.00) Belize dollars should be utilized

for the reconstruction efforts.

On 19th December 2007, a contract valuing $16,985,500.00 was signed between the Bella Vista
Company Limited/Lopez Equipment Company and the Government of Belize to construct the Belize

Indoor Sporting Complex. The contract called for a mobilization fee of $2,548,845.00.

Two payments, both dated 30th January 2008, for one million Belize dollars each ($1,000,000.00)
were made payable to Bella Vista Company Limited/Lopez Equipment Company Limited. It was
unclear if the said funds were from proceeds of the Venezuelan Grant. Both payments made read

“mobilization fee for the construction of the indoor sporting complex at the Marion Jones Complex.”

AMOUNT
INVOICE # DATE CONTRACTOR PAID
MHUHA- 00- Lopez Equipment Co. Ltd/Bella Vista
SPORTCOMPLEX1 8151 |30/01/2008Dev. $1,000,000.00
MHUHA.- 00- Lopez Equipment Co. Ltd/Bella Vista
SPORTSCOMPLEX28152  30/01/2008Dev. $1,000,000.00

$2,000,000.00

The Project Manager confirmed that on 11th March 2008, the contract between the Government of
Belize and the contractor was terminated for “government’s convenience” under clause 59.4. Clause
61.2 of the ‘General Conditions of Contract’ provided for payment upon termination of contract for
motive of ‘convenience’. This clause dictated that the Project Manager, issue a certificate for the
value of work done, materials ordered, the reasonable cost of removal of equipment, repatriation
of the contractor’s foreign personnel employed solely on the works, and the contractor’s costs of
protecting and securing the works, less advance payment received up to the date of the certificate.
The portion of the payment due to the contractor for materials ordered shall only be made after

receipt of such materials.
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7.5

7.6

7.7

The Project Manager informed the Office of the Auditor General that this procedure was aborted
because Bella Vista Development Company Limited and Lopez Equipment Company Limited (joint
venture) instituted legal action against the Government of Belize for what was termed “unlawful

termination of contract”.

In this regard, the Office of the Auditor General attempted to obtain an independent assessment of
the value of the works performed by the contractor from the Chief Executive Officer, Ministry of
Works. However, that technical assessment was not received although the Chief Executive Officer

had verbally agreed to facilitate.

The end result was that $2,000,000.00 was paid to the contractor for mobilization fee for construction
of Belize Indoor Sporting Complex. The Venezuelan Housing Grant Agreement specified that

the funds were for reconstruction of an athletic track. The project was halted and remained

unfinished and the value of the work performed on the site undetermined. It was unclear whether the

$2,000,000.00 was considered a charge against the Venezuelan Housing Assistance Funds although
the Ministry of Finance issued directives to this effect. Photographs of the works performed by the

Contractor can be viewed Appendix “H”.
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8.0

8.1

8.2

8.3

8.4

8.5

Chapter 8

Solar Panel Electrification Project — Toledo District $120,378.00

During the course of the audit it was established that funds from the Venezuelan Grant Programme
were made available to the Ministry of Works by the Financial Secretary for purchase and distribution

of Solar Energy Power Equipment for residents of the Toledo District.

Approval was granted through Departmental Warrant #79 of 2007/2008 dated January 14th 2008 for
two hundred thousand Belize Dollars ($200,000.00) issued by the Chief Executive Officer, Ministry
of Home Affairs, Public Utilities and Housing. The Financial Secretary vide letter referenced
GEN/76/08/08 (29) dated January 22nd 2008 approved the purchase of the solar equipment from
BP Inteq Energia Solar S. A. De C. V. of Chetumal from proceeds of the Venezuelan Housing

Assistance Funds.

On 25 January 2008, Capital III expenditure account 33051/85006/412051 was debited for one
hundred twenty thousand three hundred and seventy eight Belize Dollars (Bcy $120,378.00) for
payment to BP Inteq Energia Solar S. A. De C. V. for items purchased for Solar Power Electrification.
Discussion with the Finance Officer revealed that the Ministry of Works had an ongoing Solar Power
Electrification Programme, however, funds under that programme had depleted hence monies from

the Ministry of Housing were utilized to continue it.

Records presented for inspection in respect of funds expended included some one hundred and sixty
seven (167) housing loan applications which totaled $200,400.00. Each application was for one
thousand two hundred Belize Dollars (Bcy $1,200.00), which did not match the value of the Solar
Power Equipment bought and paid for by the Ministry of Works.

The Finance Officer clarified that the application forms were completed in that manner and approved
so that three (3) members of a particular family from the Toledo District would each sign an
application valuing one thousand two hundred Belize Dollars (Bcy $1,200.00) but only one person

would actually receive a Solar Power System.

The application forms presented by the Ministry of Works which totaled two hundred thousand
four hundred Belize Dollars (Bcy $200,400.00) was therefore misleading since only a total of one
hundred twenty thousand three hundred and seventy-eight Belize Dollars (Bcy $120,378.00) was
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8.6

8.6.1

8.6.2

8.7

8.8

8.9

8.10

8.12

used from the Housing Assistance Programme. Also, no cash for housing assistance was passed

over to these applicants as reflected on the form but they instead received Solar Equipment.

In addition, the following shortcomings were noted in regards to the records kept for the solar
panels purchased and distributed:

One hundred and sixty-two (162) applications presented for inspection were all photocopies.
Presentation of photocopies instead of original documentation for audit purpose is unacceptable.

The one hundred and sixty-two (162) applications had estimates attached that were photocopies and
not originals. In addition, these photocopied estimates were exact reproduction of each other.

The approval signature on the housing assistance applications appeared to be that of former Minister
of Works, however, the Auditor was not provided with the former Minister’s specimen signature to
verify this.

Due to inclement weather the Office of the Auditor General was unable to physically verify that
equipments were distributed in the Toledo District as per records. Nonetheless, perusal of receipt

confirmation documents presented revealed: -

Twenty-six (26) instances were observed where the name of the persons that signed acknowledging
receipt of equipment was different from the persons who should have received as per application/
list. In these cases no authorities signed by the persons who should have received the equipment
were provided for inspection by the auditors.

Some sixty-five (65) individuals did not sign as having received solar equipment.

Despite the aforementioned discrepancies, the Ministry honored ninety-two (92) approved
applications by providing solar equipment to the applicants. Some one hundred and eighteen (118)
persons who received solar equipment did not have an approved application. In total, two hundred
and ten (210) individuals from the Toledo District benefited from the Solar Electrification Project.

The Office of the Auditor General is of the opinion that the use of funds received under the Venezuelan
Housing Assistance Programme for Solar Panel Electrification was inconsistent with the conditions
stipulated in the objectives of both economic assistance agreements. This in our opinion bordered

on misappropriation of funds.
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8.13 In addition, the housing loan applications presented for inspection appeared to be an attempt to
mislead the users of the accounting records into believing that housing assistance which totaled

$1,200.00 was approved to each individual when in reality a Solar Panel System was issued.
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9.0

9.1

9.2

9.3

9.4

9.5

Chapter 9

Field Inspections, Interviews with Government Officials and General Observations
Field Inspection. The Office of the Auditor General conducted field inspections on a sample
of housing assistance projects to establish whether funds were actually utilized for the intended

purpose and that the objectives and intentions of the programme were achieved.

Based on the field inspections conducted by the Auditors, it can be reasonably concluded that a high

percentage of the recipients of housing assistance, particularly home improvement loans, were

utilized for home renovation.

Nonetheless, it was determined that a noticeable amount of recipients utilized funds for purposes
unrelated to the conditions of the Venezuelan Grant. These varied from medical purposes to purchase
of household items. Again, this was additional evidence that the Housing and Planning Department’s
technical officers did not conduct pre and post evaluations of housing projects. Photographs of a

few home improvement projects inspected by the Auditors may be viewed at Appendix “I”.

Discussion - Financial Secretary, Mr. Joseph Waight. The Auditors met with the Financial
Secretary, Mr. Joseph Waight on 29th February 2008. He produced Central Bank account details
which showed that the sum of $20,000,000.00 Belize Dollars was brought to account in the
consolidated revenue fund. In regards to the actual allocation the Auditors were referred to the

Budget Analyst for details.

In regards to the transfers from the Central Bank to commercial banks for disbursement, the Financial
Secretary explained that the accounts were opened in order to facilitate disbursement of housing
grants from the Venezuela Housing Grant Program to residents of the various constituencies.

According to him this was done due to the congestion on the SmartStream Accounting System.

Discussion - Accountant General, Mrs. Anita Eck. In a meeting on March 18th 2008 with the then
Accountant General, the Auditors questioned the role the Treasury played in operating commercial
bank accounts for disbursement of housing grants and loans. She informed the Auditors that she
did not receive any request nor did she give authority for the opening and operation of commercial

bank accounts to be utilized for Venezuelan Housing Grant Program.



36 | VENEZUELAN GRANT PROGRAMME AUDIT REPORT

9.6

9.7

9.8

9.9

9.10

9.11

9.12

In regards to transfer of funds to bank accounts Mrs. Eck claimed that as of March 18th those
were not posted to General Ledger because the Ministry of Finance did not provide supporting
documentation. Her department became aware of the transfers when the transactions were observed

on the Central Bank daily statement.

The Accountant General also explained that the Treasury’s role under the housing programme was
solely to load vendors on the system. The name of each individual whose grant/loan application
was approved was loaded in the SmartStream accounting system in order for payments to be made
through the Accounts Payable Module.

According to her the Housing and Planning Department was not meeting the expectations of the
Ministry of Housing in regards to cheques processed, hence the Treasury staff was paid overtime to

assist in creating and approving housing grants and loans in SmartStream.

The Accountant General clarified that in her opinion this was acceptable since her staff facilitated
the Housing and Planning Department to meet the demand caused by the housing programme.
According to her all grant/loan payments made by her staff were based on applications already

approved by officials from the Ministry of Housing.

For the record, the Office of the Auditor General was not included in any of the above changes to the
internal control arrangements nor was any documentation provided to support the changes explained

by the Accountant General.

Discussion - Director, Housing and Planning Mr. Harvey. The Auditors met with Mr. Harvey
on 28th February 2008 to discuss the details of the Venezuelan Housing Programme. He explained
that all payments under the programme were based on departmental warrants issued by the Chief
Executive Officer in the Ministry of Housing. He also provided details of the process in place for

disbursement of housing funds prior to the advent of the Venezuelan Grant Funds.

According to the Director, the Venezuelan Housing Programme commenced on January 7th 2008
and went through two phases. During the first phase the payment process was centralized at the
Housing and Planning Department (January 8th to January 21st 2008). During that time the Ministry
of Housing approved some $12,000,000.00 Belize Dollars from the proceeds of the Venezuelan
Grant. Applications forms were forwarded to the various constituencies and approval was done by
the respective Area Representatives. These approved applications were thereafter submitted to the

Housing and Planning Department for grant/loan payments.
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Subsequent to January 21st 2008 the process was altered based on a meeting conducted on that date.
Present at the meeting were the Minister of Housing, the Chief Executive Officer, Director Housing
and Planning, Accountant General and representative of CITO (Central Information Technology

Office). At that meeting the following were discussed: -

Of the $7,000,000.00 approved to the Housing and Planning only $3,000,000.00 to $4,000,000.00

was already spent.

The Minister felt that the process was too slow, required “too much paper work” and determined

that the application and payment process should be decentralized.

Accountant General indicated that First Approval on the System will be overridden and that the Sub

Treasuries will be utilized to process (create and approve) housing grants and loans.

The then Minister of Housing directed that inspection of projects was not required prior to payments

of loans/grants.

Subsequent to the decentralized phase, housing assistance application forms were approved by the
Director, Administrative Officer in the Ministry, Engineer in the Housing Department and Building

Supervisors.

The Director stated that there was pressure on his department to meet the expectations of the
Ministry of Housing. His clerks were only able to process on average 100 invoices per day during
January Ist to 21st 2008. Subsequent to the 21st January meeting the process was decentralized

however no documentation was provided to support changes made.

Discussion - Finance Officer, Housing and Planning Department, Ms. Erla Rivero: Ms. Rivero
explained that her role under the programme was to ensure the accounts unit created payments based
on approved applications received and for her to approve payments on the SmartStream system.
According to her all payments made were based on Departmental Warrants issued by the Chief

Executive Officer in the Ministry of Housing.

A file was opened for each loan/grant recipient in which copies of payments, approved application
form, and signed agreement was placed. She explained the difficulty to determine the exact
expenditure totals under the Venezuelan Housing Programme and claimed that she was unaware

that payments were being made through commercial bank accounts.
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10.1

10.2

Chapter 10

Conclusions and Recommendations

Conclusion. From perusal of accounting records and documents maintained by the Ministry of

Housing in respect of the Venezuelan Housing Assistance Program, it can be reasonably concluded

that the manner and processes under which these funds were allocated and spent focused primarily

on expedience whilst internal controls and procedures were disregarded. Such breaches included

but were not limited to: -

10.1.1

10.1.2

10.1.3

10.1.4

10.1.5

10.1.6

Lack of clearly defined criteria for low-income housing assistance recipients.

Approval of housing assistance by varying categories of officials in some cases apparent

conflict of interest positions.

Lack of pre and post technical assessments of housing projects by technical officers of the

Ministry of Housing.

Creation of commercial bank accounts contrary to the Government of Belize’s financial
regulations to facilitate disbursements of housing grants to individuals of constituencies

countywide.

Use of personnel from the Accountant General’s Department to aid the Ministry of Housing
in the payment and approval processes of housing assistance contrary to the established
procedures. The Treasury officials should have been more involved in ensuring that
existing internal controls were adhered to instead of participating in payment processing

and approval.

Section 5 (1) and (3) of the Finance and Audit Reform Act 2005 details the circumstances
under which funds may be made available by supplementary warrant. The $17,980,000
allocated and spent under the housing programme without the approval of the National

Assembly apparently contravened the Finance and Audit Reform Act 2005.

It also appeared that the Housing and Planning Department did not have the exact quantum of funds

expended under the Venezuelan Housing Grant Programme. One reason for this was that funds
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expended in anticipation of other funding, which did not materialize, were charged as expenditures

from the Venezuelan Programme. Also, there was a lack of proper coordination and communication

amongst entities involved in the programme.

Recommendations. Based on audit’s findings, from the review of records presented in respect of

the housing grant programme, the Office of the Auditor General hereby recommends the following:

10.3.1

10.3.2

10.3.3

10.3.4

10.3.5.

That a committee or board be formed to establish eligibility criteria for low income
grants and loans to ensure the element of fairness in the process. It was observed that the
Government of Belize has since formed a committee to engage in establishing criteria and

policies for distribution of housing assistance.

That the Ministry of Housing prepares a comprehensive housing policy document, which
should include eligibility criteria/policy and procedure for granting of housing loans, and

grants.

That future housing assistance programs are centralized through the Ministry of Housing,
(Housing and Planning Department) the entity that has the necessary resources and systems

in place.

That a concerted effort be made to ensure that necessary resources be made available to
the Housing and Planning Department, the entity responsible for collecting on all housing

loans issued by the Government of Belize.

That consideration is given to provide for appropriate penalties for breaches of the Finance
and Audit Reform Act 2005 and other Financial Regulations in respect of Government’s

financial operations.
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APPENDIX “A”

Bank Wire Transfer Information

CENTRAL BaMk OF BZE

\\ ~

28/12/07-1549:01 FileQutputMT-5708-000001

ane

Authentication Resull. Success ™™

o rremeeeeemeInstance Type and Transmission ~------------
Qriginal received from SWIFT
Prionty - Normal
Message Output Reference - 1554 071228CEBBBZBZAXXX3437062008
Correspondent Input Reference 1654 071228FRNYUS33AXXX3339058826
Mi ge Header —-----sw-smmeeeems

Swift Qutput . FIN 103 Single Customer Cred! Transfer
Sender - FRNYUS33XXX .

FEDERAL RESERVE BANK OF NEW YORK

NEW YORK.NY US
Receiver . CEBBBZBZXXX
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BELIZE CITY BZ
MUR : MARKETS/00740
——ES Y T T 1 R
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12282007FR0O00685
238: Bank Operation Code
CRED
32A Val Dte/Curr/interbnk Settid Amt
Date - 2B December 2007 ,/

Currency  : USD (US DOLLAR) /
Amount #9.000,000 00%

Post-It* Fax Note 7671 |Date

[phgte> &

338 Currencyllnstructed Amount
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P My Sncosd From

e

Amount #9,000,000.# (Coe g % e
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1101WA372285000

CHRA
[
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rESSE Seags e

DE VENEZUELA (BANDES) FIDEICOMISO
AV UNIV TRAPOSOS A COLON-7MO PISO
CARACAS 1010 VENEZUELA

52A: Ordering Institution - BIC
UBSWUS335CI
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J/C/021083271 BELIZE/IFOREIGN DEP
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1026007993
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57D: Account With Inst -Name & Addr

59- Beneficiary Customer-Name & Addr
CENTRAL BANK OF BELIZE

70 Remittance Information
/RFB/DES 200700 /BNF/DESEMB UNICO G
OB DE BELICE CC 2007
FOR FURTHER CREDIT TO ACCOUNT NO 21
1352 DEL GOBIERNO DE BELICE

71A: Details of Charges
SHA
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Amount 4 #0 00#
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APPENDIX “C”

E Mailed Directive from Financial Secretary
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Randolph Young

From: Phillis Davis

Sent: Wednesday, May 14, 2008 3:36 PM
To: Randolph Young

Subject: FW: Allocation of Funds - VEN Grant - BZ$20.0 million

---—Original Message-----

From: Joseph Waight

Sent: Friday, 04 January 2008 8:39 AM

To: Phillis Davis; Betty - Ann Jones; Rutilia Gabriel; Dean Flowers; Artemio Osorio
Subject: Allocation of Funds - VEN Grant - BZ$20.0 million

Dear All

Attached is a table showing the allocations of funds approved by the Hon. Prime Minister drawing
from the recently received Venezuela Grant.

Kind Regards
Joseph Waight

Allocation of VEN
GRANT .xls

AUDIT REPORT
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HOUSING
HOUSING
HOUSING
HOUSING
SPORTS
EDUCATION
HEALTH
HEALTH
WORKS

WORKS

PROPOSED COMMITMENT OF VEN GRANT

EQUIVALENT OF BZ$20.0 MILLION

VENEZUELAN GRANT PROGRAMME

Amount
New Housing Projects 2,000,000
Incomplete Houses 1,000,000
Home improvement Grants* 2,500,000
Home Improvement Loans * 4,500,000
Housing Sub Total 10,000,000
Belize City Sports Complex 2,000,000
Additional Textbooks Order 2,000,000
Health Reform Project 1,000,000
Health Reform Project - Additional 1,000,000
Infrastructure - Streets & Drains 2,000,000
O.W. -Blue Creek Road 2,000,000
Total 20,000,000
N.B. This is in addition to $2.2 million allocated and already spent.

3 January, 2008

including grants and loans for Hurricane Dean

Supplemer Status
New

New

New

New

Pending Committed
Pending Committed
Allocated Released and Spent
Pending Committed

New

Pending Committed

Done
Done
Done
Dane
Done
Done

Done

Done
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APPENDIX “H”

PHOTOGRAPHS OF WORKS PERFORMED ON THE MARION JONES SPORTS
COMPLEX

Figure 1 (Marion Jones Stadium)
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Figure 2 (Marion Jones Stadium)

Figure 3 (Maion Jones Stai)

APPENDIX “1”

Photographs of Home Improvement Projects

Fig.1 Home Improvement- Caladium Street, Belmopan- Fencing
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Fig.3 Home Improvement- Roaring Creek, Cayo District- repairs to front part of house &
steps.
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Fig.4 Home Improvement- Georgeville- Back porch w/steps

Fig.5 Home Improvement- 18" Street, San Ignacio Town- Back porch
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Fig.7- Home Improvement- Guadalupe Street, San Ignacio Town- construction of septic
tank



