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12:00 - 12:30

12:30 - 13:30

Registration

1.  Opening Remarks

2. Keynote Presentation: The Role of
Accountants and Donors in State Building in
FCS

3.  What is Fragility and How Does Fragility
Affect Countries?

Break

4.  Public Financial Management in FCS

4.1 The Status of Public Financial Management
in FCS, and Major Challenges

4.2 The Role of the Head of Treasury
(Accountant General) in Addressing PFM
Challenges, and Related Capacity Needs

4.3 Experience Sharing—Somalia

Name badges and seating assighments

Koos du Toit, President, Pan African Federation
of Accountants

Selidji Gbaguidi, Head of Peace & Security
Finance, Africa Union Commission

David Goldsworthy and Silvia Stefanoni,
Development Action

Donald Mphande, Lead Financial Management
Specialist, World Bank

Kenneth Hlasa, CEQ, The East and Southern
African Association of Accountants-General
(ESAAG)

Fatuma O. Farah, Accountant General, Somalia

Mohamed M. Ali, Auditor General, Somalia
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Day 1: Monday, March 26, 2018, 0900 - 1700

13:30 - 14:00

14:00 - 14:30

14:30 - 15:00

15:00 - 15:30

4.4 The Role of the Auditor General in
Addressing PFM Challenges, and Related
Capacity Needs

4.5 Experience Sharing—Sierra Leone

4.6 Measuring PFM Reform Progress—The
PEFA Framework

4.7 Breakout Session—PFM Challenges,
Capacity Building Solutions, and Action
Plans

Jan van Schalkwyk
Corporate Executive in the Auditor-General's
office, AGSA

Ole Husebg Schayen, Deputy Director General,
INTOSAI Development Initiative

Lara Taylor-Pearce, Auditor General, Republic
of Sierra Leone

Adama Renner, Deputy Auditor General,
Republic of Sierra Leone

Gert van der Linde, Lead Financial
Management Specialist, World Bank

Facilitated by Alta Prinsloo, Executive Director ,
IFAC
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9:30 - 10:00

10:00 - 10:30

10:30 - 11:00

11:00 - 11:45

11:45 - 12:00

4.9

5

52

Feedback on Breakout Session—PFM
Challenges, Capacity Building Solutions, and

Action Plans

Effective Donor Engagement in FCS
Developing Finance capacity in Fragile States

Experience sharing—Afghanistan

Break

53

54

Breakout Session—Donors and Local
Capacity Building Priorities

Feedback on Breakout Session—Donors and
Local Capacity Building Priorities

Manuel Arias, Technical Manager, IFAC

Mark Warrillow-Thomson, Regional Finance
Manager, The Global Fund

Said Naim Sadat, Treasury Program
Coordinator, Ministry of Finance of the Islamic
Republic of Afghanistan

Facilitated by IFAC staff

Participants
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13:30 - 14:30

14:30 - 15:30

156:30 - 16:00

16:00 - 16:15

16:15 - 16:45

16:45 - 17:00

6  Building Accountancy Capacity in FCS
6.1 The Status of the Accountancy Profession in
FCS

Lunch

6.2 The Development of Accountancy Capacity
in FCS—Perspectives from:

¢ Regional Organizations [Regional Level]

. Donor Organizations [Global Level]

6.3 Breakout Session— Developing Accountancy

Capacity in Fragile Environments

Break
6.4 Feedback on Breakout Session—
Developing Accountancy Capacity in Fragile

Environments (continued)

6.5 Experience Sharing—Liberia

7  Closing Remarks

Keto Nyapendi Kayemba, Deputy Chair, IFAC
PAODC and Assistant Auditor General in the
Office of the Auditor General, Uganda

Jarett Decker, Head of Governance, World
Bank’s Centre for Financial Reporting Reform

Lefaria Kimini,Manager Member Body
Development and Relations, Pan African
Federation of Accountants

Bruce Vivian, Senior Manager,
Professionalisation, AFROSAI-E

Facilitated by: Keto Nyapendi Kayemba, Deputy
Chair, IFAC PAODC and Assistant Auditor
General in the Office of the Auditor General,
Uganda

Facilitated by IFAC staff

Sarah Gagnon, Technical Manager, IFAC

Steven D. Seimavula, President, Liberian
Institute of Certified Public Accountants (LICPA)

Alta Prinsloo, Executive Director, IFAC



Day 3: Wednesday, March 28, 2018, 0900 - 1630
PAO Leadership Workshop

s
1 9:00 - 9:30 1. Nuts and bolts of leadership and governance in a PAO
Ukaid Patrick Kabuya, Senior Financial Management Specialist. World Bank

Developing Accountancy Capacity

& TheGlobalFund
? oA in Fragile and Conflict-affected States 9:30 - 10:45 2. Principles and practices of operating an effective PAO Board/ Council

Q Conference Steven D. Seimavula, President, Liberian Institute of Certified Public Accountants (LICPA)
PAFA Julius Mwatu, President, Institute of Certified Public Accountants of Kenya (ICPAK)

S Isma’ila Muhammadu Zakari, President, Institute of Chartered Accountants of Nigeria (ICAN)
@ Moderator: Patrick Kabuya, Senior Financial Management Specialist, World Bank

10:45-11:15 Break

A G I N DA 11:15-12:30 3. Principles and practices of an effective PAO Chief Executive Officer (CEO) or equivalent

Djidotor Yawo, CEQ, Qrdre National des Experts-Comptables et Comptables Agréés du Togo
(ONECCA-Togo)

Fanisa Lamola , Acting CEQO, South African Institute of Chartered Accountants (SAICA)
Derick Nkajja, CEO, Institute of Cetrtified Public Accountants of Uganda (ICPAU)

Moderator: Lebogang Senne. Technical Director, Pan African Federation of Accountants

12:30-13:30 Lunch
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Wednesday, March 28, 2018, 0900 - 1630
PAO Leadership Workshop

4. Breakout Session—Strengthening PAO Governance in FCS: Challenges and Reforms
Darlene Nzorubara, Senior Technical Manager, IFAC

Break

5. Report Backs on Breakout Session— Strengthening PAO Governance in FCS: Challenges
and Reforms
Darlene Nzorubara, Senior Technical Manager, IFAC

6. Closing remarks
Patrick Kabuya, Senior Financial Management Specialist, World Bank
Alta Prinsloo, Executive Director, IFAC
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Koos du Toit
President
Pan African Federation of Accountants

Mr. Toit brings a wealth of experience in Accounting and Auditing.
From senior lecturer at the University of Namibia to joint founding
partner of BDO Spencer Stewart Chartered Accountants (Namibia) in
1994, he continues to play an active role in the activities of the
profession and statutory regulatory authorities governing the audit
and accounting profession in Namibia, having served as Chairman of
the Public Accountant's and Auditor’s Board of Namibia (being
appointed to the Board by the Minister of Finance) from 1998 to
2002.




OPENING REMARKS TO THE IFAC/PAFA/GLOBAL FUND/UKAID CONFERENCE
ON DEVELOPING ACCOUNTANCY CAPACITY

IN FRAGILE AND CONFLICT-AFFECTED STATES
— KOOS DU TOIT 26 MARCH 2018

GOOD MORNING LADIES AND GENTLEMEN, BON JOUR MESDAMMES ET MESSIERS,
BON DIA, SAWUBONA, | AM KOOS DU TOIT, PRESIDENT OF THE PAN AFRICAN
FEDERATION OF ACCOUNTANTS AND IT IS MY HONOUR AND PRIVILEGE TO
WELCOME YOU TO THIS CONFERENCE ON DEVELOPING ACCOUNTANCY CAPACITY IN
FRAGILE AND CONFLICT AFFECTED STATES.

WE WILL HAVE OVER 90 SPEAKERS, DELEGATES AND OBSERVERS IN ATTENDANCE AT
THE CONFERENCE. THESE INCLUDE AUDITORS GENERAL, ACCOUNTANTS GENERAL,
LEADERS OF PROFESSIONAL ACCOUNTING ORGANISATIONS, REPRESENTATIVES OF
GLOBAL, CONTINENTAL AND REGIONAL ORGANISATIONS AS WELL AS
REPRESENTATIVES OF DEVELOPMENT PARTNER INSTITUTIONS.

IF THE SUCCESS OF THE CONFERENCE WOULD BE MEASURED BY THE WEALTH OF
KNOWLEDGE, EXPERIENCE AND RELEVANCE IN THIS ROOM THEN THE CONFERENCE
ORGANISERS HAVE ALREADY SUCCEEDED IN THE FIRST OBJECTIVE OF BRINGING
TOGETHER PEOPLE AND INSTITUTIONS, WHO WILL BE CRITICAL TO THE EFFORTS TO
STRENGTHEN AND SUPPORT FRAGILE AND CONFLICT AFFECTED STATES.

FROM THE OUTSET, ALLOW ME TO RECOGNISE AND THANK THE INTERNATIONAL
FEDERATION OF ACCOUNTANTS FOR THE SUPPORT IN ORGANISING THIS EVENT.
THANK YOU IFAC. AND IN NO LESS MEASURE, MAY | RECOGNISE AND THANK THE
GLOBAL FUND AND UKAID FOR THE FINANCIAL AND RESOURCE CONTRIBUTIONS
THAT ARE MAKING THIS EVENT POSSIBLE.

HOWEVER MAY THE REAL VALUE OF PAFA’S APPRECIATION BE REFLECTED IN THE
CONSTRUCTIVE DELIBERATIONS, INSIGHTS TO BE GAINED, AND ACTIONS THAT WILL
FLOW FROM THIS CONFERENCE.

OVER THE NEXT 2 DAYS THIS CONFERENCE WILL CONSIDER VITAL ASPECTS AROUND
THE QUESTION OF HOW THE DEVELOPMENT OF ACCOUNTANCY CAPACITY CAN
UNDERPIN AND SUPPORT ECONOMIC AND SOCIAL DEVELOPMENT.

THE OBJECT OF THE CONFERENCE IS TO FACILITATE DIALOGUE BETWEEN THOSE
ROLE PLAYERS WHO ARE STAKEHOLDERS IN ACCOUNTANCY AND DEVELOPMENT.

Opening remarks — Developing Accountancy Capacity in fragile states 25 March 2018 Page 10of4



THIS DIALOGUE IS A CONVERSATION, AN ENGAGEMENT PROCESS THROUGH WHICH,
BY SHARING EXPERIENCE AND EXPLORING CHALLENGES, GREATER INSIGHT AND
KNOWLEDGE CAN BE EXTRACTED IN ORDER TO ASSIST STAKEHOLDERS IN
UNDERSTANDING THEIR ABILITIES TO CONTRIBUTE TO THE OBJECTIVE OF
INCREASING ACCOUNTANCY CAPACITY IN SUPPORT OF SOCIAL AND ECONOMIC
DEVELOPMENT. PAFA IS ONE OF THESE STAKEHOLDERS, PAFA HAS A MEMBERSHIP
OF 52 PROFESSIONAL ACCOUNTANCY ORGANISATIONS ACROSS 42 AFRICAN STATES
AND AS SUCH IS ABLE TO CONTRIBUTE IN MOBILISING PAO RESOURCES ACROSS THE
CONTINENT.

THIS CONFERENCE IS AN EVENT THAT DIRECTLY ADDRESSES 4 OF THE STRATEGIC
OBIJECTIVES OF PAFA.

THESE OBJECTIVES ARE

1: TO BUILD STRONG AND SUSTAINABLE PROFESSIONAL ACCOUNTANCY
ORGANISATIONS IN EACH AFRICAN COUNTRY THAT CONTRIBUTE TO THE NATIONAL
PROFESSIONAL, ECONOMIC AND SOCIAL DEVELOPMENT.

2: TO FACILITATE STRENGTHENING OF PUBLIC FINANCE MANAGEMENT
SYSTEMS IN ORDER TO ACHIEVE FISCAL DISCIPLINE, EFFECTIVE RESOURCE
ALLOCATION AND EFFECTIVE SERVICE DELIVERY TO CITIZENS.

3: TO ENHANCE A COMMON WORKING APPROACH AND PLATFORMS THAT
FACILITATE THE SHARING OF KNOWLEDGE, RESOURCES AND EXPERIENCES.

4: TO ENCOURAGE THOUGHT LEADERSHIP FOR SOLUTIONS ON FUTURE ISSUES
THAT IMPACT THE ECONOMY, THE SOCIETY AND THE PROFESSION.

PAFA SINCERELY HOPES THAT THE VALUE GAINED FROM THIS CONFERENCE WILL
ACHIEVE A MOMENTUM THAT WILL STIMULATE FUTURE CONFERENCES BUILDING
ON THE FOUNDATION ACHIEVED OVER THE NEXT 2 DAYS AND ULTIMATELY TO SEE
THE OUTCOMES FROM THIS CONFERENCE CONTRIBUTING TO SOCIAL AND
ECONOMIC DEVELOPMENT ON THE CONTINENT.

THERE IS NO QUESTION THAT AFRICA IS ENDOWED WITH NATURAL RESOURCES AND
INNOVATIVE CITIZENS BUT IS FREQUENTLY DEBILITATED BY FRAUD, CORRUPTION
AND POOR MANAGEMENT.

THERE IS NO QUESTION THAT STRONG ACCOUNTANCY CAPACITY IS IMPORTANT TO
ADDRESSING THESE DEBILITATING CONDITIONS.

Opening remarks — Developing Accountancy Capacity in fragile states 25 March 2018 Page 2 of 4



THERE IS NO QUESTION THAT YOU CANNOT MANAGE WHAT YOU CANNOT
MEASURE. AND FURTHER THERE IS NO QUESTION THAT YOU CANNOT MEASURE
WHAT YOU CANNOT ACCOUNT FOR. AND HEREIN LIES THE ESSENCE OF WHY PAFA,
IFAC, THE GLOBAL FUND AND UKAID HAVE INITIATED THIS CONFERENCE.

IN ORDER TO ACCOUNT, STATES NEEDS SUFFICIENT ACCOUNTANCY CAPACITY, IN
BOTH THE PUBLIC AND PRIVATE SECTORS.  THIS PLACES THE SPOTLIGHT ON
GOVERNMENT, PAO’S AND DEVELOPMENT PARTNERS AND ASKS OF THEM WHETHER
THERE IS A COMMITMENT TO DEVELOPING THIS FUNDAMENTAL CAPACITY THAT IS
NECESSARY TO SUPPORT ALL ECONOMIC ACTIVITIES.

FREQUENTLY PROFESSIONAL ACCOUNTING ORGANISATIONS ARE FOCUSED ON
TRAINING AND QUALIFYING PROFESSIONAL ACCOUNTANTS FOR THE PRIVATE
SECTOR.

HOWEVER IT IS IMPORTANT THAT PROFESSIONAL ACCOUNTING ORGANISATIONS
TAKE INTO ACCOUNT THAT PUBLIC SECTOR ECONOMIC ACTIVITIES, WHETHER AS
LOCAL, REGIONAL OR CENTRAL GOVERNMENT ALONG WITH PUBLIC OR STATE
OWNED ENTERPRISES, GENERALLY REPRESENT UPWARDS OF 65% OF ECONOMIC
ACTIVITY AND THEREFORE PAO’S MUST ALSO BE FOCUSED ON THE NEEDS OF THE
PUBLIC SECTOR.

SIMILARLY, GOVERNMENTS AND STATE AGENCIES SHOULD RECOGNISE THE
IMPORTANCE OF ACCOUNTANCY SKILLS AND SHOULD BE INVESTING IN INCREASING
AND STRENGTHENING THE CAPACITIES OF THOSE ORGANISATIONS WHICH
CONTRIBUTE TO DEVELOPING COMPETENT ACCOUNTING AND FINANCIAL SKILLS.

ULTIMATELY HOWEVER, WHAT IS NEEDED IS THAT POLITICAL LEADERSHIP
UNDERSTANDS AND EMBRACES THE OBJECTIVE OF INCREASING ACCOUNTANCY
CAPACITY. WITHOUT THIS COMMITMENT AND BUY-IN FROM POLITICAL
LEADERSHIP WHATEVER SOLUTIONS AND ACTIONS ARE IDENTIFIED MAY NOT COME
TO FRUITION.

SO IT IS IMPORTANT, NOTWITHSTANDING ANYTHING ELSE THAT COMES FROM OUR
DELIBERATIONS OF THE NEXT 2 DAYS, THAT EACH ONE OF US BECOMES AN
AMBASSADOR CARRYING THIS MESSAGE, “THAT DEVELOPING ACCOUNTANCY
CAPACITY IS A NECESSARY ACTION AND OBJECTIVE IN ORDER TO ACHIEVE
ACCELERATED SOCIAL AND ECONOMIC DEVELOPMENT”.

| AM CERTAIN THAT EACH OF YOU WILL AGREE THAT THE VERY BEST POLICIES,
PROTOCOLS AND PRACTICES ARE EMPTY SHELLS WITHOUT THE PEOPLE, THE HUMAN
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RESOURCES, TO IMPLEMENT AND APPLY THOSE POLICIES, PROTOCOLS AND
PRACTICES.

HENCE THE FOCUS OF THIS CONFERENCE ON THE ISSUES AND CHALLENGES OF
DEVELOPING ACCOUNTANCY CAPACITY IN FRAGILE AND CONFLICT AFFECTED
STATES. WE ARE HERE TO EXPLORE AND INTERROGATE THE OPPORTUNITIES WE AS
STAKEHOLDERS HAVE IN THE DEVELOPMENT OF THIS CRITICAL HUMAN CAPITAL
RESOURCE.

THE SPEAKERS AND FACILITATORS WHO WILL MAKE PRESENTATIONS WILL NOT BE
PRESENTING ONE SIZE FITS ALL SOLUTIONS BUT WILL BE SHARING EXPERIENCES AND
CHALLENGING ASSUMPTIONS IN ORDER TO COLLECTIVELY INCREASE OUR COMMON
INSIGHT INTO WHAT CAN BE ACHIEVED WITH WHAT RESOURCE REQUIREMENTS.
MAY EACH DELEGATE RETURN TO THEIR OWN COUNTRY WITH NEW
UNDERSTANDING OF WHAT CAN BE DONE IN A MANNER APPROPRIATE TO THE
CONDITIONS IN THEIR COUNTRY.

IN THE DELIBERATIONS AND IN THE ACTIONS THAT WILL COME FROM OUR
DELIBERATIONS, MAY WE BE REMINDED THAT, WE, GOVERNMENT, PRIVATE
SECTOR, DEVELOPMENT PARTNERS, SHOULD PURSUE OUR COMMON INTERESTS
AND NOT PURSUE OUR SEPARATE IDENTITIES.

AND HERE | WOULD LIKE TO RECOGNISE THE ESTABLISHMENT ON 26 FEBRUARY
2018 OF THE AFRICAN FORUM OR INDEPENDENT ACCOUNTING & AUDITING
REGULATORS UNDER THE CHAIRMANSHIP OF ADMIRE NDURUNDURU. ADMIRE,
PLEASE CAN YOU STAND TO BE RECOGNISED. THE AFIAAR IS AN EXAMPLE OF
INDEPENDENT REGULATORS PURSUING COMMON INTERESTS.

WE MUST REMEMBER THAT ADDRESSING THE CHALLENGE OF DEVELOPING
ACCOUNTANCY CAPACITY CAN BEST BE DONE IN COLLABORATION AND WORKING
TOGETHER.

WE MUST TAKE TO HEART THE SPIRIT OF THE AFRICAN PROVERB WHICH SAYS: “IF
YOU WANT TO WALK FAST, THEN WALK ALONE, IF YOU WANT TO WALK FAR THEN
WALK TOGETHER”

LADIES AND GENTLEMEN, WITH THESE WORDS, ON BEHALF OF PAFA AND OUR
CONFERENCE ORGANISING PARTNERS: IFAC, THE GLOBAL FUND AND UKAID
WELCOME TO THIS CONFERENCE.

MAYBE WE WALK FAR TOGETHER.

| THANK YOU
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Selidji Gbaguidi Head of Peace &
Security Finance
Africa Union Commission

Mr. Gbaguidi brings 19 years of expert public finance experience at
the national and international level, working with a wide range of
partners including United Nations, European Union, World Bank, and
the African Development Bank. He has occupied several positions in
Public Services in Benin (Financial Controller at Ministry of Public
Works, and part-time Lecturer/Research Assistant at the University
of Abomey-Calavi), and in the African Union Commission.
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THE ROLE OF ACCOUNTANTS AND DONORS
IN STATE BUILDING
IN FRAGILE AND CONFLICT AFFECTED STATES
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Mr. Selidji Gbaguidi, Head of Peace & Security Finance
Africa Union
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V) CONTENT

I- Introduction
— Axes of fragility
— Common Characterizes of FCS

lI- Role of accountants in FCS’s state building

l1l- AU in FCS

e Strengthening governance and accountability

* Role of donors in FCS’s state building

e AU strategy in building accountancy capacity of staffs



AXES OF FRAGILITY

VIOLENCE

RESILIENCE

Henin, Burking Faso,
Kiribati, Saa Tome

and Principa, Angola. Liberia
Suriname
- Cambadia,
Gambia, Malawi, ¥ E Fiji, Tajikistan,
Mozambigue, PDA B : Turkmenisian
Niger, Temar- Les . Iy

s
ECONDMIC
FOUNDATIONS

INSTITUTIONS

Algeria, Syria



COMMON CHARACTERISTRICS OF FCS

Political identity
fragmentation

Absence of
robust POLITICAL
governance INSTABILITY
system

Weak national
institutions



COMMON CHARACTERISTRICS OF FCS

Weak rule of

law
Lack of
social ECONOMIC
cohesion INSTABILITY

Not committed
to have an
inclusive
development
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~ COMMON CHARACTERISTRICS OF FCS

POLITICAL
INSTABILITY & el
environment

to hold assets
and conduct

business,
precluding
most private

ECONOMIC investment
INSTABILITY




IS THERE A ROLE FOR ACCOUNTANTS IN FCS ?

What can we do as Professionals
to contribute to a sustainable
stabilization and growth

in FCS ?

W

STRENGHTENING GOVERNANCE
AND ACCOUNTABILITY



} ACCOUNTANTS IN STATE BUILDING

I
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Guarantors of

“capacity to pay” in Support in policy

Protectors of public

resources . formulation
revenue collection

e ensure that the ¢ Taxation calculation ® Procedures and
resources are policies
adequately e Best Practices
managed (procurement,

e accountability is financial
maintained management,...)

IMPACT

U Safeguard the public interest
U Improve the business environment
U Boost the economic performance



AFRICAN UNION IN FCS

» AU has been involved in 8
Peace Support Operations
aiming to resolve the crisis
on the continent

» AU has financed approx. USD %
3.3 billion since 2003

(excluding costs of fatal and temporary
causalities and bilateral and logistic
support)

AMISOM Troops distributing fresh

water to civilians in
Somalia. (PHOTO: COURTESY)

AMIS, AMIB, AMISOM, AFISMA, MISCA,
LRA, MNJTF, MAPROBU.
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DIRECTORAT
E OF
POLITICAL
AFFAIRS

PEACE & SECURITY
COUNCIL

AUC CHAIRPERSON

PEACE & SECURITY
COMMISSIONNER

DIRECTORATE OF
PCACE & SECURITY

GENDER&
DEVELOPMEN
T

& POST CONFLICT
RECONSTRUCTION
DEVELOPMENT

PEACE SUPPORT
OPERRATION DIVISIO

CONFLICT
PREVENTION & EARLY]
WARNING DIVISION

DEFENSE & SECURITY:
DIVISION

PEACE & SECURITY
FINANCE DIVISION




FINANCE RELATED CHALLENGES

Policies &

Procedures

Resource

mobilization
Financial

sector



( ) FINANCE RELATED CHALLENGES
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Supply
chain

{

Procurement

Agreements



Financial &
Procurement
rules not adapted
to peace support
operations and
disaster
management

Absence of grant and
sub-delegation
policies

hindered the delivery of
critical quick impact
projects in support of the
local population

prevented the use of
local NGOs to effectively
deliver the support to
affected communities
(community-led
approach)

("9 POLICIES & PROCEDURES CHALLENGES

Lengthy
Recruitment
process

Addressing the urgency while complying with the Rules



Unpredictable
funding

budget are prepared

first, followed by fund
raising activities to

attract willing donors

Funds granted
with caveats

funds are
earmarked to
specific activities
which do not
necessarily match
the needs of the

population and the

operations

The role of Donors is critical

RESOURCE MOBILIZATION CHALLENGES

Short
Agreement
Period

prevent to
efficiently deliver
on medium term
planned activities
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Absence of a International Foreign Currency
structured banking sanctions regulation

.i} Financial Sector Constraints

e To enable smooth e Not enabling to e Cash not always
international bank bring in foreign available in
transfers for currency sufficient amounts
payments to due to volatile
vendors security situation

e Imposed foreign
currency
restrictions



(% )-HALLENGES RELATED TO SUPPLY CHAIN

Local suppliers
lacking technical
and financial
capacity to deliver
on some business
requirements

Absence of a
structured
private sector:
most of the
goods had to be
imported by AU,
thus increasing
the length of the
supply chain



(9 CHALLENGES DUE TO RESTRICTIVE
AGREEMENTS CLAUSES

Difficulty to fulfill some clauses of partners’
agreements led to huge ineligible amounts due to
the fragile environment;

Inadequate IT infrastructure to support the
deployment of IMIS, and to facilitate centralization
of accounting information.

Multiplicity of partners requirements with different
reporting formats and different audit schedules



SELECTED ACHIEVEMEMTS BY AU

e Financing of the Union (0.2% Levy on

RESOURCES eligible imported goods)

¢ Revitalized Peace Fund

FINANCIAL e Grant ,Sub-Delegation and Procurement
CONTROL Manuals

2\ W Le) V14| * Risk Management

CAPACITY * IPSAS Certification
BUILDING * Training in Ethics and Compliance




) DONORS : A KEY SUPPORT IN FCS

CAPACITY
BUILDING &
ADVOCACY

SUPPORT CAN TAKE ONE OR A COMBINATION OF THE ABOVE
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¥, DONORS : AKEY SUPPORT IN FCS

CAPACITY BUILGING & TECHNICAL
FINANCING ADVOCACY ASSISTANCE

e Supporting e Provide incentive for e Support in policy
community improved formulation and best
development governance, by practice
activities as a peace partnering with FCS
dividend, by on a cost sharing

® Provides subject

providing adequate formulae matters experts

and flexible resources e Conditioning the (SMEs)

to meets the needs of support with respect - Garnalue: [Mpa e

the FCS for human rights, and awareness
gender inclusiveness, specialized training
etc

on key areas

To the benefit of the Community



ACCOUNTABILITY

It is not only what we do,
but also what we do not do,
for which we are accountable.

[Molierel]

THANK YOU
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Silvia Stefanoni

Mr. Goldsworthy, formerly head of the international relations and technical
cooperation at the UK National Audit Office, brings experience in managing
capacity building projects with supreme audit institutions and public accounts
committees across the world. He established Development Action, an
international consultancy specialising in governance and accountability with
keen interest in SAI professionalization.

Ms. Stefanoni brings 25 years’ experience in leadership and innovative
international development, working collaboratively in the public and private
sector. She has technical expertise in social accountability and governance,
qualitative research, monitoring and participatory evaluation and training. As
founder of Development Action she has delivered multi-country strategic
reviews and research, developed guidelines and provided management
consulting advice to and for financial oversight institutions.

David Goldsworthy

—
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What is fragility? How does it effect
public financial management in fragile
states?

David Goldsworthy and Silvia Stefanoni
Development Action

Developing Accountancy Capacity in Fragile and Conflict-affected States
IFAC Conference, Johannesburg March 26-28, 2018



Five dimensions of fragility
OECD 2016 report

: Environmental
Security




What is fragility?

.. ® ¢ o SEI Low growth and
. , high
JMultiple risks and » P
@ Py Society NEIE]
° Disaster
- Low
Fragility -
Capacity
Collapse of

institutions




Fragile
N FRAGILE

situations = STATES
change QINDEX

® Core group
of 23
countries
that have

been on the

list long term




Why are fragile states being targeted?

Concentration of Poverty >
$1.25 per day

- il L

0
2015 2030
B Fragile States



Why are fragile states being targeted?

Fragility can spill over into other
countries in the region and more
globally with a negative impact on
global public goods

including transnational security,
environmental impact, conflict,
mass migration and the spread of
communicable diseases

Fragile
situation




To address this there is a need to

Gaining a deeper understanding of the risks in the five
dimensions of fragility

Identifying the priorities

Supporting interventions which merge technical and political
actions

Developing joined up strategies across government departments

Ensuring donor coordination

Having longer-time horizons and adopting flexible approaches




Challenges

Lack of

: ntabili
Pervasive oo OC 1018

corruption Oversigh

Weak t seen as
rule of a threat

law

Ineffective
parliament

oliticizeC
appointment
S

Political Fragility

PFM Actions
Focus on organisation integrity
Effort to build alliances with
reformers

Establish Parliamentary Budget
Office

SAl produce balanced audit reports
and build relations with government

Public Education campaigns
Lobbying to bring legislation in line
with international standards

Negotiating greater control on
recruitment and wages



Challenges

Poor
infrastructure

Low tax
collection

Weak public  Insufficientand

financial unpredictable
budget donor
t dependency

Managemen

Weak human
resource capacity

Economic Fragility

PFM Actions

Major investment in human
resources

Recruit from the private sector and
diaspora

Focus on strengthening budget
execution, cash management,
procurement and pay roll

Develop longer term flexible
partnership with donors including
support for infrastructure and
capacity building



Societal Fragility

Challenges PFM Actions

Exclusion of ® Strengthen citizenship
some groups engagement to communicat
€.g. women relevant budget and audit

Lack of information
democratic

spaces

P Extreme ® Transparent resource sharing

inequality in agreement with subnational
wealth, access to entities

land and services

lusive HR practices

High level of
citizens’ distrust
of the state

rocurement models




Challenges

Poor
management
of natural
resources

Environmental Fragility

Unreliable
energy

supply

Pandemics

PFM Actions

® Business continuity pIanN

® Building capacity on key
environment areas

gagement with Extractive
ries Transparency



Security Fragility

Challenges PFM Actions

Destruction of financial record ® Build alliances with local lead
and strengthen engagement wit
communities
PFM staff
receiving threats

Not able to operate in
many parts of the

® Provide security to staff working in
dangerous areas

® Rotate staff reqularly and provide
sychological support to staff

gthening PFM in the security
nd move away from cash
actions

country because of
violence




Key priorities for strengthening
PFM in fragile contexts

Strengthen budget execution with a focus on
cash management, procurement and payroll

li- Strengthen legislation for financial oversight |\
Build citizens’ confidence in the responsiveness of
the state
Develop leadership, coalition building and change
management




THANK YOU
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Day 1: Monday, March 26, 2018, 0900 - 1700

8:00 - 9:00

9:00 - 9:15

9:15 - 10:00

10:00 - 10:30

10:30 - 11:00

11:00 - 11:30

11:30 - 12:00

12:00 - 12:30

12:30 - 13:30

Registration

1.  Opening Remarks

2. Keynote Presentation: The Role of
Accountants and Donors in State Building in
FCS

3.  What is Fragility and How Does Fragility
Affect Countries?

Break

4.  Public Financial Management in FCS

4.1 The Status of Public Financial Management
in FCS, and Major Challenges

4.2 The Role of the Head of Treasury
(Accountant General) in Addressing PFM
Challenges, and Related Capacity Needs

4.3 Experience Sharing—Somalia

Name badges and seating assighments

Koos du Toit, President, Pan African Federation
of Accountants

Selidji Gbaguidi, Head of Peace & Security
Finance, Africa Union Commission

David Goldsworthy and Silvia Stefanoni,
Development Action

Donald Mphande, Lead Financial Management
Specialist, World Bank

Kenneth Hlasa, CEQ, The East and Southern
African Association of Accountants-General
(ESAAG)

Fatuma O. Farah, Accountant General, Somalia

Mohamed M. Ali, Auditor General, Somalia
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Bala Ghana, Liberia and Sierra Leone having worked in the World
@» Bank for nineteen years. In addition to his job as a Task Team
Leader, he also supports the World Bank’s FCV Senior Director
of the World Bank in matters pertaining to financial management
and PFM policy and complex operational issues that impact the
Donald Mphande World Bank policy outlook. Mr. Phande is a Chartered
Lead Financial Management Specialist Accountant(FCCA-UK),FCIS(UK) and holds a Bachelor of
World Bank Commerce, and a MBA (University of Adelaide). He is currently
working on a thesis for his PHD( in understanding the impact of
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Mr. Hlasa is the Chief Executive Officer of ESAAG with effect
from 01 June 2017. He is responsible for strategy and policy
iImplementation, financial and risk management, performance
management of operations, corporate governance, and
stakeholder and people management holds BA Accounting and
Masters in Accountancy. He previously worked as the Bursa of
the National University of Lesotho for 2 years, Advisor to the
Minister of The Ministry of Local Government in Fiscal
Decentralization for 2 years, Senior Lecture at the National
University of Lesotho for 20 years and as an Accountant General
of Lesotho for 5 years.




THE ROLE OF HEAD OF TREASURY (ACCOUNTANT GENERAL) IN ADDRESSING PUBLIC
FINANCIAL MANAGEMENT CHALLENGES AND RELATED CAPACITY NEEDS

The Head of Treasury is an overseer of the accounting operations in all government entities.
He is responsible for developing the financial management policies and systems and also to
build capacity in order to implement them. He provides a strategic direction in the
development of appropriate financial/accounting policies and standards. The Head of
Treasury is expected to ensure that there is sound financial management which is the
prerequisite for an efficient and effective public service. The Head of Treasury plays a major

role in addressing the following public financial management challenges:

1. Lack of transparency and accountability in the performance of accounting tasks.
The Head of Treasury must ensure that it is easy to see what transactions have been
done and that relevant financial information is made available on time. He must
ensure that even the financial policies and regulations are clear and that roles and
responsibilities to be played by different players are clear. He must ensure that
reporting timelines are met and that officials account for the tasks they performed.

2. Corruption and political interference
Peter Goss in his book “FRAUD AND CORRUPTION” wrote:

Fraud involves an offender committing a misleading, dishonest, deceitful irregular
act to gain some sort of benefit or to enable another person to obtain that benefit.
Which means that: it involves elements of unlawfulness, intent and
misrepresentation, resulting in actual or potential prejudice”.

This means that because of fraud or corruption, there will be:

(a) Financial loss due to either misappropriation of assets by employees or fraudulent
financial reporting by management.

(b) Loss of external confidence

(c) Government’s morale is shattered

(d) No service delivery

(e) No employment opportunities.



3. Lack of competent and qualified accounting personnel
Qualified accounting staff attract more pay and if the government is not able to
meet their demands, then the challenge remains. This can also be due to ineffective
recruitment practices where staff is not really employed using the qualification
criteria.
4. High turnover rate of accounting officers
The high turnover rate may be caused by several factors including political
interference. Lack of suitable competitive remuneration is another cause as
governments do not pay good salaries like the private sector. The turnover may be
due to job satisfaction or to lack of career development. If there is no retention
strategy, the staff will leave government as and when they get better job offers. High
turnover rate jeopardises accountability and good governance.
5. Inadequate internal controls
Most Public Financial Managements Acts place a clear responsibility to the Head of
Treasury to ensure that revenue, expenditure, assets and liabilities are efficiently
and effectively managed. This can be achieved through appropriate systems and
procedure that will assist to:
e Evaluate whether existing controls are appropriate;
e Assess the risks facing the government; and

e Introduce the necessary changes to the internal controls.

Internal Controls assist in protecting assets of government, reducing the possibility of fraud,
increasing compliance with laws and regulations, helping in the implementation of

management policies to attain set goals and increasing financial integrity and reliability.

The following are suggestions as to how the Head of Treasury can address the above Public

Financial Management challenges:

1. To ensure that all those who participate in the financial reporting chain, perform
certain tasks at a required level of quality. This will be possible when there is legal
and regulatory framework developed. The financial laws, regulations and procedures

must always be updated and be in place.



2. To develop and ensure existence of effective internal control systems. These are
implemented so as to minimise the risk to which government might otherwise be
exposed as a result of fraud, negligence, error, incapacity or other causes. Develop
systems that will provide reasonable assurance that government’s objectives are
achieved effectively and efficiently, in compliance with applicable laws and
regulations and ensure reliable financial reporting.

3. To develop accountancy capacity. To ensure that the government has local capacity
and resources to build more and more capacity. The Head of Treasury must train the
accountants to improve the financial skills to ensure that they observe
internationally accepted standards and codes. The Head of Treasury must partner
with the professional accountancy organisations in order to harness collective
knowledge and experience. Recruitment processes and retention strategies must
also be improved. Workshops, seminars and courses must be organised for
accounting personnel to ensure that they are up-to-date with latest developments in
accounting,

4. Tointroduce Integrate Financial Management Information System that has in-built
financial controls and provide robust accounting and commitment control services to
users. These solutions must be able to consolidate, integrate and upgrade
government’s information technology systems in order to enhance integrity and
effectiveness of expenditure management and performance reporting to ensure
effective service delivery. The Head of Treasury must manage the implementation of
Integrated Financial Management Information System related activities. It is believed
that these systems will help to improve governance, combat corruption, enhance the
quality of service delivery, obtain greater value for money in public spending and
reduce poverty.

5. Tointroduce an Internal Audit Department. This must be an independent appraisal
function, established within government to examine and evaluate its activities. It
actually exists to assist management in carrying out its responsibilities effectively, by
providing analyses, appraisals, recommendations and advice concerning activities

under review.



The Head of Treasury has an important role to play, as shown above, in addressing the
public finance management challenges as well as capacity challenges. It is important for
every government to involve Head of treasury in policy decisions as he is someone with
professional knowledge and who can show direction in financial decisions. The other issue
to be looked at is that the Head of Treasury has a big role to play but he/she does not have
approval powers. He/She is reporting to the Permanent Secretary who is a liberty to either
approve or disapprove the requests pof the Head of Treasury. The independence of this
position can be the only solution for Head of Treasury to be effective in the duties he/she

has to undertake.
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Fatuma O. Farrah, Accountant General,
Somalia
Mohamed M. Ali, Auditor General, Somalia
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Mr. Ali has served in public service in senior positions in the
Government of the District of Columbia in Washington, D.C. He also
worked in the private sector especially the Telecom industry where
he played a role in one of the largest merger & acquisitions in U.S
history between Nextel and Sprint valued $70 Billion. He is co-
founder and Executive Director of Somalia Forward Group, a
consulting and advisory organization, serving organizations
dedicated to rebuilding Somalia.

Ms. Farah brings over 20 years experience in banking and finance.
She held several senior management positions with the Central Bank
of Somalia, the most recent being Director of Accounting and
Finance before becoming Accountant General.




Vivace Restaurant on the 13 floor

Please return to your seats before the next session
which will begin promptly at 1:30pm

Developing Accountancy Capacity
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4.4 The Role of the Auditor General in
Addressing PFM Challenges, and Related
Capacity Needs

4.5 Experience Sharing—Sierra Leone

4.6 Measuring PFM Reform Progress—The
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4.7 Breakout Session—PFM Challenges,
Capacity Building Solutions, and Action
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Capacity Building Solutions, and Action
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Tsakani Ratsela, Deputy Auditor General,
Republic of South Africa

Ole Huseba Schoyen, Deputy Director General,
INTOSAI Development Initiative

Lara Taylor-Pearce, Auditor General, Republic
of Sierra Leone

Adama Renner, Deputy Auditor General,
Republic of Sierra Leone

Gert van der Linde, Lead Financial
Management Specialist, World Bank

Facilitated by Alta Prinsloo, Executive Director ,
IFAC

Facilitated by Alta Prinsloo, Executive Director ,
IFAC




SN[
71
Ukaid

Developing Accountancy Capacity
in Fragile and Conflict-alfected States

@
PAFA Conference

@

%) TheGlobal Fund

The Role of the Auditor General in addressing PFM
Challenges and related Capacity needs

Jan van Schalkwyk

Corporate Executive, Auditor-General South-Africa
Ole Husebg Schagyen

Deputy Director General at INTOSAI Development
Initiative




S L

S
Ukaid . ; Mr. van Schalkwyk has been Corporate Executive in the Auditor-
Developing Accountancy Capacity , . ; . . ..
et [ General’s office since 2015. He is responsible for the coordination of
& e the Auditor-General’s engagement with the rest of the organization,
paps | Conference as well as for the Auditor-General’s international and local

stakeholder programs.

He joined the AGSA in 1997, where he has served as Corporate
Executive of AGSA, providing leadership to three auditing business
units. Previously, he also was Business Executive responsible for
Innovation and Learning, and led the Human Capital unit.

Mr. van Schalkwyk has also been part of the Independent Regulatory
Board for Auditing (IRBA) in South Africa, serving as a member of its
Auditing Standards Committee.

Jan van Schalkwyk
Auditor General Office of the




AUDITOR-GENERAL
Auditing to build public confidence SOUTH AFRICA

IFAC conference on “Developing Accountancy Capacity in Fragile
and Conflict-affected States Conference (26-28 March 2018)

Speaking points on the topic: “The role of the Auditor-General
in addressing PFM*! challenges and related capacity needs”

The AGSA’s journey in building capacity to positively impact on PFM challenges is a success
story that should encourage others who are at the beginning stages of their respective
journeys.

About 30-40 years ago the AGSA found itself in a fragile situation, but through sustained and
determined efforts over the years, we were able to achieve the changes and build the capacity
required to positively impact PFM (public finance management) in South Africa — we believe
the lessons we learned along the journey are worth sharing.

Introduction

0]

It seems that there is agreement that reliable and extensive external audit is an essential
requirement for ensuring accountability and creating transparency in the use of public
funds.

The very important role of supreme audit institutions, or Auditors-General as we are
known in this part of the world, has been recognised by the United Nations, by all
multilateral banks (led by the World Bank), by the overseas aid agencies such as DFID?, and
by many other international organisations.

And of course the most important stakeholder group that needs an effective Auditor-
General, namely the citizens of our respective countries — the citizens places huge reliance
on our credibility and expect us to provide them with a fair view on government service
delivery and provide independent findings on the efficiency, effectiveness, and
transparency of public administration.3

L PFM is the common abbreviation used for the ‘public finance management (system)’ that is essential for a

country to achieve effective and sustainable economic management and public service delivery. (“States are
effective and accountable when they are underpinned by good PFM institutions and systems”, OECD).

2 The World Bank and DFID are sponsors of the event and also speakers during the morning session on Monday.

3 UN-INTOSAI Symposium 2015 — extract from symposium resolutions




0 But how do we determine the impact of external audit — the contribution of external audit
to a country’s financial governance? The leading global instrument for assessing the
strengths and weaknesses of the Public Finance Management system of any country is the
PEFA framework?* which the one of the next presenters will explain to us in detail. Suffice
for me is to point out that the PEFA framework identifies external audit is one of the seven
pillars of any proper functioning PFM system. The PEFA framework assesses:

The extent of external audit coverage and standards applied
Submission of timely reports to legislatures
Follow up by external audit, and

O O O O

The independence of the supreme audit institution.

The Auditor-General of South Africa — AGSA — is very proud that the last PEFA assessment of
South Africa achieved a top score for Pillar Seven — External Audit.

The question | asked myself as | prepared for today was ‘how did it come about that an audit
office that had found itself in a situation of fragility 30 to 40 years ago, finds itself in such a
satisfactory position?’

And how did it happen that the AGSA has been given the responsibility to lead the capacity
building goal of INTOSAI, the International Organization of Supreme Audit Institutions, and as
part of that responsibility having to lead the global professionalization programme for public
sector auditors?

Our fragile situation 30-40 years ago”

The circumstances that the AGSA found itself in 30-40 years ago was a fractured audit office
consisting of a national office, and separate self-directed provincial and Bantustan offices.
There was total government control of the audit offices through —

0 The budgets that were determined by the governments that they had to audit,

0 The conditions of service of the Auditor-General and staff were determined by the
public service commission, and who could — and did — veto requests for human
resources,

O In certain cases staff were still writing up government’s accounts and financial
statements, before carrying the audits,

O Auditor procedures were basic and not performed in terms of any recognised
standards, and

0 There were no study or training programmes for AGSA staff, only hands-on passing of
experience from seniors to juniors, and

0 There was no equality of opportunity due to racial and gender discrimination.

4 PEFA - the Public Expenditure and Financial Accountability Framework that provides a thorough, consistent
and evidence-based analysis of PFM country performance at a specific point in time ( www.pefa.org ).

5 The reform process in the AGSA started between 1985 during the tenure of AG De Loor and 1989 AG Wronsley.
2


http://www.pefa.org/

In the mid-1980s the leadership of the AGSA cautiously starting planning for the remote
possibility of independence. The first steps were towards a more effective and efficient audit
office, supported by political reforms that were taking place at the time:

(0}

The offices in the so-called independent states, the provincial offices and the national
office were amalgamated into one, resulting in a more consistent audit approach,

The control function, a responsibility since 1909, was transfer to the Treasury, enabling
a focus solely on auditing,

The Auditor-General at the time used his negotiating skills to convince his staff of the
need to upskill the staff, while at the same time patient and well-motivated arguments
for approval of more senior and appointment of well-qualified staff,

The amalgamation process was also used as an opportunity to start arguing for a more
effective workplace and the need for total independence from the public service
commission,

At the same time the AG managed to convince the public accounts committee that
given the various constraints experienced by the audit office, its lack of independence
should be reviewed, and

An extensive research report with well-developed arguments and clear well-founded
recommendations built a very strong case for a more independent audit office, giving
rise to strong parliamentary support and eventually the introduction of legislation that
gave the audit office its first measures of independence:

0 the establishment of a trading account for the audit office

O the preparation of an own budget, which in turn gave rise to the need for
strategic planning and reporting, and

O a key focus on audit training that indeed lifted the quality of our work — and
training has remained a key element of the AGSA strategy ever since.

In hindsight, it was wise to take one step at a time towards full independence as trying
to achieve full independence in one fell swoop would likely have raised fierce
opposition.

In the late 1990s dramatic reforms were taking place in the country as a whole,
including public finance management legislative reforms, which provided an
opportunity to push — in some cases push very hard® — for the final steps towards full
independence, removing the executive’s right to rule on the AG’s access to resources
for its functions as the auditor of government, and moving oversight of the audit office
to Parliament.

In 1995 following the first democratic elections the previous year, the new
Constitution entrenched the role of the Auditor-General as an institution supporting

& AG Peter Wronsley was not prepared to take ‘no’ for an answer during the critical legislative engagements with
the public accounts committee, at some point threating to leave if the legislative amendments were not supported.

3



democracy that would function completely independent and without fear or favour or
prejudice. This role and these powers are confirmed and provided for in more detail in
the Public Audit Act.

The challenges of implementation

The hard-won independence of the AGSA, however, gave rise to the obligation to
demonstrate — at every level of our business — that we deserved our independence. Just to
give a few examples:

o

We had to put in place an appropriate strategy that could drive the successful delivery
of our mandate, and our internal governance processes had to be exemplary.

The quality of our work had to be beyond question, which required us to step up our
professionalization efforts amongst others through lifting our minimum qualification
requirements, convincing incumbent staff to study, through an intensive
transformation and employment equity programme, driving a high performance
culture, and by introducing a successful trainee auditor scheme within the AGSA that
has resulted in a learnership scheme of 12987 at the last count and an increase in
number of qualified professionals at the AGSA over the last 30 years from only one to
1198 currently?.

We needed to put in place a robust quality control function and take measures to
ensure adherence to the highest ethical standards, with real consequences for poor
quality work or unethical behaviour of our staff,

Value-added reporting that deals with trend analysis (“state-of-the nation” reporting)
that reflects directly on the strength of PFM in our country (see the annual PFMA and
MFMA General Reports),

Our communication with our auditees and other external stakeholders had to improve,
supported by more user-friendly and relevant reports that were responsive to the
changing environment and emerging risks, and

Emphasis on accountability reporting, tabled in Parliament (annual strategy and annual
report, with detailed performance reporting).

Conclusion

In conclusion, allow me to expand on one of the critical success factors during our continuing
journey to excellence:

(0}

Close cooperation with professional bodies and academic institutions is essential to
strengthen and accelerate professionalisation development. In this regard | wish to
commend PAFA and IFAC — and your donor partners — for your support for the
development of the accountancy profession.

" From 2016-17 annual report.

8 Ibid.



0 The qualification pursued by SAIl staff is more valuable if it is a credible professional
qualification. Our collaboration with the SA Institute of Chartered Accountants, the SA
Institute of Government Auditors, and ACCA has been invaluable.

0 The development and training of staff must be purposeful and have clear objectives
and measures; one must also not underestimate the range of enabling policies
required by a professionalisation programme, as well the extent of buy-in and support
required from senior management, and

0 ltis important for a SAl to have effective means of measuring the return on its training
investments.

In summary, to transform, | would challenge the audience to:

e Work according to a structured plan,

e Partner extensively,

e Take one step at a time,

e Don’t get despondent, persevere,

e Celebrate victories, however small, and
e Keep the momentum,

and do this, even if your environment is not ideal — the investment is worth it. Your
preparedness when things in your country change, will make your office’s efforts a real game-
changer!

Best of luck with your transformation dreams!
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Context to the Global SAIl Stocktaking Report

e Our changing World
— Regional and global instability and challenges
— Democratic Backsliding
— Sustainable Development Goals

e The World of INTOSAI
— ISSAIs 2010, 2013
— ISSAI Implementation
— Professionalisation Agenda
— SAIl Performance Measurement Framework

"Supporting SAls in strengthening performance and capacities"




The Global SAI Stocktaking Report 2017

» Synthesis of Multiple Data Sources:
— INTOSAI Global Survey 2017
—  SAl Performance Measurement Framework (SAI PMF) Assessments (Developing Countries)
—  Open Budget Survey Data
—  Public Expenditure and Financial Accountability (PEFA) Assessments (Developing Countries)

* Follow-up to 2010 and 2014 SAIl Global Stocktaking Reports

 Examines SAls operating environment, independence & mandate, SAl performance &
capacity, support provided to SAls, & functioning of INTOSAI Regions

« Data presented by income groups and INTOSAI regional classification

"Supporting SAls in strengthening performance and capacities"




SAIls

FINDINGS: The role of SAls within national systems, and the interest of
legislatures in the SAI's work, is constrained, reducing the benefits of SAls to
citizens

* 48% of national legislatures do not hold public hearings in which audit
reports are reviewed and scrutinized (OBl data, 2015)

— Around 18% did not hold any legislative hearings to discuss audit reports (OBI,
2012)

* In 57% of countries, neither the SAI nor the legislature reports publicly on
steps the executive has taken to implement audit recommendations (OBI
data)

"Supporting SAls in strengthening performance and capacities"



SAl Independence

FINDINGS: Globally, SAl independence has shown small improvements. However, SAl performance and benefits to citizens remains
hampered by constraints to financial and operational independence

. Globally, only 44% of SAls met IDI's benchmark on SAl independence (Analysis of SAl PMF reports — developing countries)
. Most SAl budgets continue to be overseen by bodies the SAIl audits

- Legislature oversees annual funding request in just 46% of countries (INTOSAI Global Survey)
. Increasing executive interference in the SAl budget process

- SAls reporting executive interference in their budget process up from 41% in 2014 to 64% in 2017 (INTOSAI Global Survey)

. Declining financial independence in some INTOSAI regions

— Budgets approved by legislative and consistent with SAl needs: down from over 50% to around 25% in AFROSAI-E and ARABOSAI (OBI data)
. Legal protection of SAl Heads from removal remains a challenge

— Large regional variations. Declined from 27% in 2012 to 17% in 2017 in ARABOSAI (OBI data) — but 60-100% in all other regions
. SAls continue to face restrictions in publication

- 10% have no freedom to publish reports; 31% face restrictions in publishing (INTOSAI Global Survey)

"Supporting SAls in strengthening performance and capacities"




Transparency & Accountability

FINDINGS: Worrying decline in publication of audit reports due to restrictions on publication — but
some SAls overcoming these challenges
 Declining global trends on publication of audit reports

— % of SAls publishing at least 80% of their audit reports down from 70% in 2014 to 50% in 2017 (INTOSAI
Global Survey)

— % of SAls not publishing any audit reports up from 15% in 2014 to 27% in 2017 (INTOSAI Global Survey)

« SAl leadership can and does make a difference on publication

—  Of the SAls with full freedom to publish reports, only 23% did not publish (INTOSAI Global Survey) —
usually, but not always, an independence challenge

—  Many SAls still published despite restrictions (INTOSAI Global Survey) — SAls overcoming independence
challenges

. 23% of SAls with no legal freedom to publish still did so
. 33% of SAls with limited freedom to publish still did so

"Supporting SAls in strengthening performance and capacities"



Transparency & Accountability (cont.)

FINDINGS: Beyond audit reports, there is much more a SAl can do to lead by example in
promoting transparency and accountability

« SAls increasingly undertake performance assessments (SAlI PMF, peer reviews), but
could improve sharing with external stakeholders

—  63% developed countries shared their assessments, but only 38% of developing countries (INTOSAI
Global Survey)

« SAls need to lead by example in measuring and reporting publicly on their own
performance

—  Only 14% of developing country SAls met IDI's measure on performance reporting (Analysis of SAl
PMF reports — developing countries)

— Majority of SAls restrict their communication efforts to their website, and have limited direct
engagement with citizens and civil society (INTOSAI Global Survey)

. Though this has improved since 2012 in all income groups

"Supporting SAls in strengthening performance and capacities"



Fundamental Auditing Principles (Level 3 ISSAls) - 2017

100 %

ISSAI compliant manuals and policies ISSAIl compliant practices

90 %
80 %
70 %
60 %

[+74
50 % a8 Y
40 % 35 %

32 %

30% 95 %

i
20 % 14 %

10 %
N . .
0 %
Financial audit Performance audit Compliance audit  Financial audit Performance audit Compliance audit
(manuals) {manuals) (manuals) (implemented) (implemented) (implemented)

Data from compilation of 25 SAlI PMF assessments of
"Supporting SAls in strengthening performance and capacities"

 FINDINGS: Gradual
development & adoption of
ISSAI compliant audit
standards and manuals

* Implementation remains a
challenge:

* Professional staff —
recruitment, training,
retention

* Roll-out across the whole
SAl

* Prerequisites
(organisational level
Issues, esp. QC & QA)



> Audit Coverage

e 78% in 2014 to 73% in 2017
« PEFA score C or higher — audit of Government’s
main budget document (developing countries only)

* Global Survey Results:
* Financial audit coverage: 66% meet the benchmark,
from 71% in 2014
e Compliance audit coverage: 58%, from 60% in 2014
« Performance audit coverage: 54%, from 52% In




Implementation

FINDINGS: INTOSAI has an opportunity to play a valuable and highly visible role in the challenge
of our generation: the sustainable development goals. Many SAls are embracing this challenge.

 Most SAls do have the mandate, capacity and willingness to audit implementation of the
SDGs or national preparedness for SDG implementation

—  56% of SAls intend to include themes on preparedness for or implementation of the SDGs in their next
audit program (IDI Global Survey)

—  However, 30% of SAls say they do not know if their Governments have set SDG baseline data or
intend to collect data and report on SDG progress — SAls need to be more engaged in this area

 Gender equality lies at the heart of many of the SDGs. SAls can lead by example in this.
—  41% of SAls now have a gender policy in 2017, up from 35% in 2014

— 17% of SAls did a dedicated audit on gender; 19% include gender assessments in their audit work

"Supporting SAls in strengthening performance and capacities"



Effectiveness

FINDINGS: While extensive SAIl capacity development support is being provided, we still
need to improve behaviours to make support more effective

e Some supportis still not aligned behind SAl-led strategies

—  Support reflecting donor or provider priorities rather than SAI needs cited as second top reason for
failure of capacity development projects (INTOSAI Global Survey)

—  Stronger strategic planning and firmer SAI leadership can help
 Coordination of support by different providers improving, but remains weak

— % of developing countries with an effective donor coordination group increased from 35% in 2014
to 47% in 2017 (INTOSAI Global Survey)

— Top success factor for strengthening coordination is SAI's taking responsibility and leadership for
donor coordination (INTOSAI Global Survey)

"Supporting SAls in strengthening performance and capacities"



Impact

FINDINGS: Participation in capacity development initiatives does not always translate
into sustainable changes in SAl capacity and performance

Why?
 The SAl participated for other reasons — it was not a strategic priority

* Resource constraints and blockages within SAls and lack of change management
support prevented adoption of new tools (Global Survey Finding)

« Limitations to professional staff capacity prevent roll-out across the organisation

 SAls make steps forward, but external factors (including conflict, budget and staff
retention issues) cause performance to deteriorate

"Supporting SAls in strengthening performance and capacities"



Summary: Where do the Challenges Lie?

* Least developed and other low income country groups lag
behind on almost every data set

— No specific analysis according to state fragility

e SAls continue to face serious challenges on SAl
environment & independence

* |ISSAI implementation remains a global challenge

"Supporting SAls in strengthening performance and capacities"



What Needs to Change?

 SAIl & Donor Behaviour
— Ensure all SAls lead on their own development
— Improve the way support is provided, esp. coordination and alignment

* Increase focus on SAls in the most challenged environments
— Proactive engagement in fragile states
— Not business as usual

e Strengthen matching of support
— Expand INTOSALI's peer-to-peer support capability for long term partnerships
— Improve timeliness of funding mobilisation

"Supporting SAls in strengthening performance and capacities"
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Ms. Taylor-Pearce brings a wealth of financial experience that
spans both the public and private sectors. In 2000, she worked for
the Accountant-General’'s Department as a technical assistant,
managing non-payroll expenditures for the Government of Sierra
Leone. In 2002, at the end of her contract period at the Accountant-
General's department, she was appointed Finance and
Administrative Manager at the Public sector, management support
project.

Ms. Adama Renner has held the position of Deputy Auditor General
at Audit Service Serra Leone, a position she has held for the past
five years. She started her professional career with KPMG,
progressing to the position of Audit Supervisor. Prior work is with
ChildFund International and Audit Service Sierra Leone where she
was Principal Auditor. She has served as Treasurer at the Institute
of Chartered Accountants of Sierra Leone for two terms.
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Guardian of Sierra Leone’s Economic Security

OUTLINE

e Setting the Scene: the ASSL pre-PFM Reform
« Overcoming challenges to create an impact

e Building capacity to take steps forward

e Increasing audit coverage in a time of need

« HOW?

 Key role of the Auditor General




Guardian of Sierra Leone’s Economic Security

Setting the Scene: the ASSL pre-PFM Reform

ASSL_bec_am_e an operational independent » Public institutions were without basic
organization in 2004. systems and documentation
Marked by a post-conflict legacy, high youth « Parliament was not reviewing audit

unemployment, poverty, corruption, weak

. reports.
governance structures and fragile legal _ .
environment following the end of the civilwarin ~ * Audit reports were not published nor were

2002 audit recommendations considered.
Among the 10 poorest countries in the world— Overall, the SAI's role within the (PFM)
2015 UN HDI system was weak.

Lack of a strategic plan and audit manuals; low

audit coverage; limited human and financial

resources; poor IT facilities




“DlT Guardian of Sierra Leone’s Economic Security
ERVICE
ERRA MECONE
Overcoming Challenges & Building Capacity

* “Home-grown” chartered accountants

* Mentoring and coaching by long-term consultants
with excellent understanding of SAI’s role,
constraints, and the culture in which the SAl
operates

» Active participation in AFROSAI-E training
interventions

* Repeated PEFA assessments




Guardian of Sierra Leone’s Economic Security

Increasing audit coverage in a time of need

 From 2007—2016, audit coverage increased 21%

» Increased staff capacities led to less time spent on individual
audits because of skills gained and use of customized FAM-
improving on quality and quantity of audits undertaken

« Annual Operation Planning based on 5 year Strategic Plan

« Monitoring of the work plan on a weekly, quarterly, half-yearly
bases

 All this contributed to: real-time audit on the 2015
Management of Ebola Resources which led to increased
pressure for accountability.




Guardian of Sierra Leone’s Economic Security

HOW?
 PFM Reforms and improvements needed necessary buy-in
» The reforms were donor driven-tied to extra budgetary support

* Rescinding SO 75 enabling AG’s report to become public-donor
intervention

 New ASA 2014 expounded on specific areas like VFM audits,
surcharges etc.

 PFM Act 2016 brought in:
— The role and responsibility of the Internal Auditors
— Treasury Single Account
— General Account
— ICASL to determine standards for preparing public accounts




Guardian of Sierra Leone’s Economic Security

Key role of the Auditor General

« Establishing ASSL’'s PAC Division liaising with PAC in
Parliament; follow up on implementation of recommendations

* Bringing out Key Audit Findings around:

— Issues of breach of procurement procedures
(Procurement forms about 70% of recurrent expenditure)

— Absence of adequate supporting documents to
substantiate transactions undertaken

— Weak Internal Control
— Weak Assets Management
— Weakness in revenue collection and recording




Guardian of Sierra Leone’s Economic Security

CLOSING THOUGHTS:

 Consider...

« what the lack of implementation of
recommendation means for the whole PFM cycle.

 the role of SAIs are with regards to making an
Impact, stakeholder interest etc.

 the threat of SAl independence and the issue of
SAl self-monitoring to make an SAI credible

 that without an independent and credible SAI we
cannot make the impact we desire.




Thank you!
Questions?

Learn more



http://www.idi.no/en/intosai-donor-cooperation/intosai-donor-cooperation-results-success-stories/the-success-stories/achieving-impact-and-reinforcing-accountability-sierra-leone-s-perspective
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Mr. Linde is a qualified Chartered Accountant in South Africa, who
completed his articles in 1985 and then joined the University of
Pretoria as a lecturer in Auditing. He was promoted to Associate
Professor in Auditing in 1989, at age 28. In July 1995, at age 34, he
joined the first democratic Government in South Africa as Accountant-
general in the National Treasury. After 5 years at the heart of public
finance management (PFM) operations and reform in the national
government, Gert joined ABSA Bank on 1 July 2000 as Head of
Internal Audit in the Enterprise-wide Risk Management Division.
Pursuing his passion for PFM. Gert started in April 2003 as Lead
Financial Management Specialist with the World Bank. His primary
responsibilities in the Africa region include — PFM analytical, lending
and TA work; (ii) capacity development in PFM; quality assuring
fiduciary aspects of budget support lending; and (iv) assisting Country
Management Units and project teams with fiduciary matters in
program design, negotiations, implementation and supervision.




PEFA

Developing Accountancy Capacity in Fragile
and Conflict-affected States

Measuring PFM reform progress—The PEFA
Framework

Gert van der Linde

Lead FM Specialist, World Bank
WORLD BANKGROUP

Governance

Improving public financial management. Supporting sustainable development.



The PEFA program

* PEFA: Public Expenditure and Financial Accountabllity
« PEFA partnership founded in 2001

« The PEFA program provides a framework for assessing
PFM

@ THE WORLD BANK

IBRD « IDA | WORLD BANKGROUP

E , NORWEGIAN MINISTRY
= OF FOREIGN AFFAIRS

Liberté « Egalité « Fraternité T
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PEFA in a nutshell

 Purpose:

— Provide a thorough, consistent and evidence-based
analysis of PFM performance at a specific point in
time

— Assess how PFM impacts on key budget outcomes:
fiscal discipline, efficient resource allocation, efficient
service delivery

— Establish the foundation for analyzing and
Improving in PFM

EFA\ 3



Measures

progress over
time

Extensive Benefits Builds
International s e MOMentum for
acceptance of PEFA PFM reform

Fosters
stakeholder
coordination




PEFA assessments by region
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CHARACTERISTICS OF THE PEFA
FRAMEWORK

» Basic elements of PEFA —
outcomes, pillars, indicators, and
dimensions

v
m

>



What does
the PEFA
framework
cover?

PEFA and
GFS 2014
structure of
the public
sector

Public sector <

General '
government

\
- \
Public \
corporations \

Local
governments
\] Social security
funds

go(\f;?,trrﬁém Extrabudgetary
State Social security

Budgetary



What does the PEFA Framework not cover?

PEFA Is not used for:

* Assessing PFM performance of public
corporations

—Corporate governance standards are different

—Part of public sector not central government
sector

—EXxception is potential fiscal risk to central
government

* Directly assessing sector level PFM
performance

—However, information from a government PEFA
assessment can be used to inform sector analysis

EFA\ 8



PEFA and PFM

* An open and orderly PFM is one of the enabling
elements to achieve the three desirable budgetary
outcomes:

* Aggregate fiscal discipline
- Strategic allocation of resources

8 - Efficient service delivery

EFA‘ 9



/ PEFA pillars of PFM performance

a1 (®

Pillar One Pillar Two Pillar Three
Budget reliability Transparency of Management of assets and
public finances liabilities
Pillar Four Pillar Five Pillar Six Pillar Seven
Policy-based fiscal Predictability and Accounting and reporting External scrutiny and
strategy and budgeting control in budget audit
execution

PEFA | .



PEFA performance indicators

Pl-1. Aggregate expenditure outturn
Pl-2. Expenditure composition outturn
Pl-3. Revenue outturn

—TRANSPARENCY OF PUBLIC FINANCES—

Pl-4. Budget classification

PI-5. Budget documentation

PI-6. Central government operations outside

financial reports

PI-7. Transfers to subnational governments

P1-8. Performance information for service deliveryPI-24. Procurement

P1-9. Public access to fiscal information

—MANAGEMENT OF ASSETS AND
LIABILITIES—

PI1-10.
PI-11.
PI-12.
PI-13.

Pl-14.
Pl-15.
PI-16.

Fiscal risk reporting

Public investment management
Public asset management

Debt management

Macroeconomic and fiscal forecasting
Fiscal strategy
Medium-term perspective in expenditure

budgeting
PI-17. Budget preparation process
P1-18. Legislative scrutiny of budgets
—PREDICTABILITY AND CONTROL IN
BUDGET EXECUTION—
PI-19. Revenue administration
P1-20. Accounting for revenue
PI-21. Predictability of in-year resource allocation
P1-22. Expenditure arrears
P1-23. Payroll controls

P1-25. Internal controls on nonsalary expenditure
PI-26. Internal audit

—ACCOUNTING AND REPORTING—

P1-27. Financial data integrity

P1-28. In-year budget reports

P1-29. Annual financial reports

P1-30. External audit
P1-31. Legislative scrutiny of audit reports



Scoring

* Each dimension of an indicator is rated separately
—Most indicators have 2, 3 or 4 dimensions

* The score is determined by starting from ‘C’ as basic
level of performance

* Every aspect specified in the scoring requirements
must be fulfilled

* Materiality matters

—‘All’, ‘most’, ‘majority’, ‘'some’ and ‘a few’ defined in the
Framework and applied consistently throughout the set of
Indicators

* Sampling can be used when justified
—Guidelines are provided under relevant indicators

PEFA | .



Calibration

* Scoring calibrated on a four point cardinal scale
(A, B, C, D)

—A: High level of performance that meets good
International practices

—B: Sound performance above the basic level

—C: Basic level of performance broadly consistent with
good international practices

—D: Either less than the basic level of performance or
iInsufficient information to score (was NR in PEFA 2011)

PEFA |



Aggregating dimension scores

* Two methods: M1 or M2

—Specified for each indicator

—M1: weakest link, used when all elements are critical for the
process/system to function: failure of one fails the process

* The aggregate score is the lowest score given to any of the
individual dimensions of an indicator

* Where any of the other dimensions score higher, a “+” is added to
the indicator score

—M?2: averaging method, used when elements are sufficiently
iIndependent and the process can function with one of the
elements scored poorly

* A conversion table presenting the results of the combination of
individual scores is provided in the PEFA Framework (page 10)

PEFA | .



USING PEFA 2016

* Relevance to fragile and conflict
affected states

* Explaining the indicators and
dimensions

e Break-out session



Relevance to fragile and conflict affected
states — link to Immediate priorities

 Control over cash
— Revenue

— Expenditure control
* Payroll
* Other commitments

— Banking @

Accounting

Reporting
Auditing
Basic budgeting & budget reprioritization



PILLAR ONE

Budget Reliability

The government budget is realistic and is implemented as
Intended. This is measured by comparing actual revenues
and expenditures (the immediate results of the PFM system)

with the original approved budget.

BEEA |~



@ a Pl-1 Aggregate expenditure outturn

Pillar one

PI-2 Expendit i
Bud g et ‘ OUtturr>]<pen iture composition
reliability

Pl-3 Revenue outturn
s Addregate outty




PILLAR TWO
Transparency of Public Finances

Information on public financial management is comprehensive,
consistent, and accessible to users. This is achieved through
comprehensive budget classification, transparency of all
government revenue and expenditure including intergovernmental
transfers, published information on service delivery performance

and ready access to fiscal and budget documentation.

PEFA |



a Pl-4 Budget classification
a P1-5 Budget documentation
Pillar two PI-6 Central government operations
outside financial reports
Transparency
of pu blic ‘ PI-7 Transfers to subnational
: overnments
finances -

P1-8 Performance information for service
delivery

P1-9 Public access to fiscal information

2
1®




PILLAR THREE
Management of Assets and Liabilities

Effective management of assets and liabilities ensures that
public investments provide value for money, assets are
recorded and managed, fiscal risks are identified, and debts
and guarantees are prudently planned, approved, and

monitored.

PEFA |
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‘ PI-10 Fiscal risk reporting
Pillar three PI-11 Public investment

Man agement management

of assets

al d ‘ Pl-12 Public asset management
llabilities

‘ P1-13 Debt management




PILLAR FOUR

Policy-based Fiscal Strategy and Budgeting

The fiscal strategy and the budget are prepared with due
regard to government fiscal policies, strategic plans, and

adequate macroeconomic and fiscal projections.



Pl-14 Macroeconomic and fiscal forecasting

Pi”ar four ‘ PI-15 Fiscal strategy
Policy-based
f| Scal ‘ P1-16 Medium-term perspective in
expenditure budgeting

Strategy
an d ‘ PI-17 Budget preparation process

. * Dimensions 17.1 — 17.3
budgeting

PI-18 Legislative scrutiny of budgets
* Dimensions 18.3 and 18.4
EFA |-



PILLAR FIVE
Predictability and Control in Budget Execution

The budget is implemented within a system of effective
standards, processes, and internal controls, ensuring that

resources are obtained and used as intended.

PEFA | =



Pl-19 Revenue administration
* Dimensions 19.2 — 19.4
P1-20 Accounting for revenue
* Dimensions 20.1 — 20.3
P1-21 Predictability of in-year resource allocation
* Dimensions 21.1 — 21.4
Pred ] Ctab [ I Ity PI-22 Expenditure arrears
. * Dimensions 22.1 — 22.2
and control In
P1-23 Payroll controls
b u d g et @ * Dimensions 23.1 — 23.4

eX eC u tl O n Pl-24 Procurement
* Dimensions 24.1 — 24.4
P1-25 Internal controls on non-salary expenditure
* Dimensions 25.1 — 25.3
‘ P1-26 Internal audit

Pillar five



PILLAR SIX
Accounting and Reporting

Accurate and reliable records are maintained, and
Information is produced and disseminated at appropriate
times to meet decision-making, management, and reporting

needs.



P1-27 Financial data integrity

Pillar six

: PI-28 In-year budget reports
ACCOuntlng - Dimensions 28.1 — 28.3
and reporting

P1-29 Annual financial reports
* Dimensions 29.1 — 29.3



PILLAR SEVEN
External Scrutiny and Audit

Public finances are independently reviewed and there is
external follow-up on the implementation of

recommendations for improvement by the executive.

PEFA |

| —



& P1-30 External audit

 Dimensions 39.1 — 30.4

Pillar seven
External

SCrUti ny PI-31 Legislative scrutiny of audit
and audit il

e Dimensions 31.1 -31.4



Breakout session

- Topics to be covered — as indicated on the table
— One of
- Basic budgeting & reprioritization (PI-4; 5; 17; 18)
« Control over revenue and cash (PI-19; 20; 21)
 Control over expenditure and commitments (PI-22; 23; 24, 25)
— And
« Accounting and reporting (P1-27; 28; 29)
 Auditing (PI-30; 31)

* Primary gquestions to be answered:
— What are the top three challenges in relation to each of these three topics?
— For each of these challenges, identify the following:

A significant contribution that can be made by the Head of Treasury /
Accountant General

A significant contribution that can be made by the Auditor General

— For each of these contributions, identify one key enabler to facilitate such
contribution.

- Select a scribe & IFAC staff member will support PEFA |



ADDITIONAL SLIDES



PREPARING THE PEFA REPORT AND
ANALYZING PFM PEFORMANCE

 Structure and content

« Assessment of PFM performance:
scores, evidence, and justification

* Integrated assessment of performance
Indicators — seven pillars of PFM
performance

* PFM strengths and weaknesses
EL&‘%



About the PEFA report

PEFA reports provide a comprehensive and
Integrated assessment of a country’s PFM
pased on an indicator-led analysis

Provides a standalone overview of PFM
nerformance

dentifies PFM strengths and weaknesses

The reports can inform governments’ PFM and
assoclated reform initiatives and priorities

The reports do not include recommendations
for PFM reforms

EFA |




PEFA 2016 report format

Executive summary

1. Introduction

1.1 Rationale and purpose

1.2 Assessment management and quality assurance
1.3 Assessment methodology

2. Country background information

2.1 Country economic situation

2.2 Fiscal and budgetary trends

2.3 Legal and regulatory arrangements for PFM

2.4 Institutional arrangements for PFM

2.5 Other important features of PFM and its operating
environment

3. Assessment of PFM performance
3.1 Budget reliability

3.2 Transparency of public finances

3.3 Management of assets and liabilities

3.4 Policy-based fiscal strategy and budgeting
3.5 Predictability and control in budget execution
3.6 Accounting and reporting

3.7 External scrutiny and audit

4. Conclusions on the analysis of PEM

systems

4.1 Integrated assessment of PFM performance

4.2 Effectiveness of the internal control framework

4.3 PFM strengths and weaknesses

4.4 Performance changes since a previous
assessment

5. Government PFM reform process
5.1 Approach to PFM reforms

5.2 Recent and on-going reform actions

5.3 Institutional considerations

Annexes

Annex 1. Performance indicator summary

Annex 2: Summary of observations on the internal
control framework

Annex 3: Sources of information

Annex 4: Supplementary annex: Tracking performance

from previous PEFA using an earlier version
of the framework




PFM Performance Indicator Scoring | Dimension Ratings | Overall
(2016 PEFA Framework) Method i i | i v,

Summary of
PEFA scores as

Aggregate expenditure outturn

Pl-2 Expenditure composition outtumn M1 o C A

Revenue outturn

Budget classification c prese nted N the
PI-5 Budget documentation M1 o
Pl-& CG operations outside financial reports M2 B C B B .
PI-7 Transfers to subnational governments M2 D C+ EX e C u t I V e
PI-8 Performance information for service delivery M2 B C D C C
Pl-9 Public access to fiscal information M1 1] -
M Management of assets and iabiiies summary
PI-10 | Fiscal risk reporting. M2 (1] A B B
PI-11 | Public investment management M2 C C D D
Pl-12 Public asset management M2 B C B
PI-13 | Debt management M2 B B C
Pl-14 Macroeconomic and fiscal forecasting M2 A C D
PI-15 | Fiscal strategy M2 D C C
PL1E g:zd;::n-term Perspective in Expenditure M2 o o C D
PI-17 Budget preparation process M2 A A B
PI-18 | Legislative scrutiny of budgets M1 B A B A
PI-19 | Revenue administration M2 C [ C B
Pl-20 Accounting for revenue M1 A B A
PI-21 | Predictability of in-year resource allocation M2 1] C D C
Pl-22 Expenditure arrears M1 o D
PI-23 | Payrall controls M1 A A B B
Pl-24 | Procurement management K2 D i) C A
Pl-25 Internal controls on non-salary expenditure M2 B C D
PI-26 | Internal audit M1 B C C C
V1. Accounting and reporting
PI-27 | Fimancial data integrity M2 B D D B C
PI-28 | In-year budget reports M1 L] i) D
P29 | Annual financial reports M1 c|le| c

PI-30 | External audit M1 B |e| B| C C+ E
PI-31 | Legislative scrutiny of audit reports M2 [ A B C B ==




— Summary of 2016 PEFA assessment results —

Budget
Reliability

Transparency of Public
Finances

Management of
Assets and Liabilities

Policy-based Fiscal
Strategy and Budgeting

Predictability and Control
in Budget Execution

Accounting External
and Reporting

Scrutiny

Pl4 PI2 PI3 P4 PI5 PI6

PI-7 PI8 PI9

and Audit

PI-10 PI-11 PI-12 PI-13 PI-14 PI-15 PI-16 PI-17 Pi<18 PI-19 PI-20 Pl-21 PI-22 PI-23 Pl-24 PI-25 PI-26 PI-27 PI-28 PI-29 PI-30 PI-31

*19 of 31 indicators score good performance
* Weak performance in Budget reliability and downstream indicators

FA |




Section 3: Assessment of PFM performance

PI-1: Aggregate Expenditure Out-turn

Each indicator iIs

reported

separately an
the analysis
Includes the
following five

elements

63. This indicator measures the extent to which the out-t «of aggregate actual expendit reflect the

amount originally approved in the Budget by the Legishature. It includes all Central Government
expenditures votsd within the Budgst. including development projects financed by grants or
concessional loans as well as interest payments on debt'*, Actual expenditure out-turns may deviate
from the originally approved budgst for reasons related nsither to the sfisctiveness of control in
execution nor to the accuracy of budget forecasts —for example, as a result of a major macrosconomic
shock The calibration of this indicator therefore accommodates one unusual or “outlier” year and
assesses the extent of deviations from the approved budget occurring in the two best years out of the
last three fiscal years.

Aggregate expenditure outturn was between 85% and
PI-1: Aggregate Expenditure Out- ¢ | 115% of the approved budget in the last two fiscal years

turn

(FY14/15295.2% and FY15/16=86.9%).

64 This indicator has been assessed based on the data available from the expenditure monitoring system

of the Budget Management Division of the Ministry of Finance & Planning (MoFF) for the fiscal years
2013/14. 2014/ 15 and 2015/16. These data were used becaus the Consolidated Financial Statements
for 2015/16, prepared by the Accountant General’s Department, were not yet publicly available at the
time of the assessment. having been submitted for audit by the Controller and Auditor General (CAG).
It should be noted, however, that the expenditure monitoring system of the Budget Management
Division records actual expenditures on a cash basis. that is on the basis of payments rather than
commitments.

65. As may be seen from Table 3-1. aggregste expenditures comprised 95.2 % and B6.9 % of the originally

budgeted aggregate expenditura in 2014/15 and in 2015/16 respectively. As aggregate expenditure out-

turn was between 85% and |15% of the approved budget in the last two fiscal years, this indicator

therefore scores a “C".

Table 3-1 Aggregate Budgeted Expenditure vs/ Actual Expenditure 2013/14 - 201516

ion 75 Budget Actal Bulget Atua Budget Actua
[Hocatet expencitre 143980 115073 152582 13701 151853 130580
pusic Dt . pinces) 13190 24807 43548 50638 63905 58568
Contngercy reremerency 558 151 03 1065 By nE
ot expendrs 188 1580 188534 189005 2455 195006
Ol P riancn B %528 5%

Source: Ministry of Financs and Planning

Progress since last assessment and key reforms under implementation or planned

66,

The deviations of aggreg <p from the approved budgst observed in the
previous PEFA are appraciably those recorded in this evaluation.
Applying the 2011 PEFA methodology for comparability purposes, and thus excluding debt servicing
and externally financed development projects. the deviations noted in the 2013 assessment were 2.0%
in 2009/10, 8.8% in 20101 | and 5.9% in 201 /12, and in the 2017 assessment 9.8% in 2013/14, 17.1%
in 2014/15 and 9.9% in 201 5/16.

The score against this indicator following the 2011 PEFA framework has thus declined
from 2 “B" in 2013 €0 a “C" in 2017. I development spending is included. as required in the 2016
framework, deviations of aggregate expenditure are even higher (17.0% in 13/14, 48% in 14/15 and
13.1% in 15/16). Only in 2014/15 did the overall budget reliability improve in comparison with previous
years. although this gain does not seem to be have been consolidated.

In the near future, thers are no clear signs that this trend will be reversed, as assessed by the IMF in
the article IV consultation: “Budget exscution in 2arly 2016/17 has been slower than expected, largsly
on account of ongoing external financing shortfalls (.._) Budget execution in the first quarter (July-
September) was slower than expected, resulting in a surplus of 0.3 percent of GDP. Moreover., the
2015/16 budgetary outcomes were marked by external financial shorthalls and a continuous decline in
grants. f this trend of external financial shortfalls continues without adjustments in development
expenditure, the deficit behaviour could deteriorate™ (IMF. 2017).
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Section 4: Conclusions of the analysis of
PFM performance

* 4 subsections

4.1 Integrated 4.2 Effectiveness
assessment of of the internal
PFM control
performance framework

4.4 Performance
=<8 [P changes since a
previous
assessment

strengths and
weaknesses




PEFA AND PFM REFORM

» Establishing a PFM reform
dialogue within government
and development partners

* Prioritizing PFM reform

* Preparing a PFM reform action
plan

v
m

>



Using the PEFA report for PFM dialogue

- PEFA assessments alone might not provide enough
detalil to establish a detailed reform action plan

* Further studies and analysis may be needed to
complement the snapshot on PFM performance
from the PEFA assessment

* Detalled analysis of underlying causes may be
needed for formulation of detailed action plan

— Such analysis should focus on priority areas

- Complementary tools available

— Fiscal transparency (FTE), tax administration (TADAT), debt
management (DEMPA), public investment (PIMA), procurement
(MAPS)

PEFA| &«
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Stocktake of PFM Diagnostic Instruments 2016

PEFA Secretariat

CONSULTATION DRAFT
October 2017
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To learn more, see:
Stocktake of PFM
Diagnostic
Instruments 2016




Next steps: PFM reform strategy or action plan

- PEFA assessment is an important input to priority
setting and sequencing of PFM reform strategies or
actions plans

* Indicator scores should not be used simplistically In
reform formulation

- Political economy, legal, administrative, resource, and
capacity factors need to be considered

- Reforms need to be driven by governments
themselves

 Action plan will set out reforms, specific tasks,
responsibilities, timelines, need for technical support
and monitoring arrangements

EFA\ "



Monitoring and follow-up of PFM reform

* Frequency of the assessments to be considered

— Application of full indicator set no more than every 3
years

- Between full assessments, monitoring of reform
progress may include:

— Annual monitoring of selected indicators and/or
dimensions (e.q., indicators likely to be impacted by
reforms)

— Focus monitoring of progress on the implementation
of reform measures (i.e., activity based monitoring)

PEFA | .
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Break out Session 1- PFM Challenges Capacity Building
Solutions and Action plans

Alta Prinsloo
Executive Director
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4.7 Breakout Session 1 — PFM Challenges, Capacity Building

Solutions, and Action Plans

On your table there is a worksheet that outlines 3 topic areas for discussion.

Some tables will discuss

1. Basic Budgeting and Reprioritization
2. Accounting and Reporting

3. Auditing

Other tables will discuss

1. Control over Expenditure & Commitments
2. Accounting and Reporting

3. Auditing

And other tables will discuss

1. Control over Revenue and Cash
2. Accounting and Reporting

3. Auditing

The table worksheet will outline which 3
topics you will discuss with your table mates:

Your assignment is to address the challenges
under each topic area; identify contributions
that could be made and identify key enablers
to facilitate these contributions.

Please nominate a scribe at your table, to
listen and write down your answers on the
worksheet provided.

j TheGlobalFunc

R
PAFA
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3:00pm —
3:10pm

TOPIC 1:

Question 1:  Identify the 1st top challenge in relation to this topic

Question 2.a.: ldentify a significant contribution that the Head of Treasury /
Accountant General can make to address this challenge

Question 2.b.: Identify a significant contribution that the Auditor General can make
to address this challenge

Question 3:  For each of these contributions, identify one key enabler to

facilitate such contribution -

Developing Accountancy Capacity

You have 10mins for this exercise. Go!




3:00pm —
3:10pm

TOPIC 1:

Question 1:  Identify the 2nd top challenge in relation to this topic

Question 2.a.: ldentify a significant contribution that the Head of Treasury /
Accountant General can make to address this challenge

Question 2.b.: Identify a significant contribution that the Auditor General can make
to address this challenge

Question 3:  For each of these contributions, identify one key enabler to

facilitate such contribution -

Developing Accountancy Capacity

You have 10mins for this exercise. Go!




3:20pm —
3:30pm

TOPIC 1:

Question 1:  Identify the 3rd top challenge in relation to this topic

Question 2.a.: ldentify a significant contribution that the Head of Treasury /
Accountant General can make to address this challenge

Question 2.b.: Identify a significant contribution that the Auditor General can make
to address this challenge

Question 3:  For each of these contributions, identify one key enabler to

facilitate such contribution -

Developing Accountancy Capacity

You have 10mins for this exercise. Go!




Topic 2

TOPIC 2:

Question 1:  Identify the 1st top challenge in relation to this topic

Question 2.a.: ldentify a significant contribution that the Head of Treasury /
Accountant General can make to address this challenge

Question 2.b.: Identify a significant contribution that the Auditor General can make
to address this challenge

Question 3:  For each of these contributions, identify one key enabler to

facilitate such contribution -

Developing Accountancy Capacity
5 s A A SR Oy S

You have 10mins for this exercise. Go!




3:40pm —
3:50pm

TOPIC 2:

Question 1:  Identify the 2nd top challenge in relation to this topic

Question 2.a.: ldentify a significant contribution that the Head of Treasury /
Accountant General can make to address this challenge

Question 2.b.: Identify a significant contribution that the Auditor General can make
to address this challenge

Question 3:  For each of these contributions, identify one key enabler to

facilitate such contribution -

Developing Accountancy Capacity

You have 10mins for this exercise. Go!




3:50pm —
4:00pm

TOPIC 2:

Question 1:  Identify the 3rd top challenge in relation to this topic

Question 2.a.: ldentify a significant contribution that the Head of Treasury /
Accountant General can make to address this challenge

Question 2.b.: Identify a significant contribution that the Auditor General can make
to address this challenge

Question 3:  For each of these contributions, identify one key enabler to

facilitate such contribution -

Developing Accountancy Capacity

You have 10mins for this exercise. Go!




Topic 3

TOPIC 3:

Question 1:  Identify the 1st top challenge in relation to this topic

Question 2.a.: ldentify a significant contribution that the Head of Treasury /
Accountant General can make to address this challenge

Question 2.b.: Identify a significant contribution that the Auditor General can make
to address this challenge

Question 3:  For each of these contributions, identify one key enabler to

facilitate such contribution -

Developing Accountancy Capacity
5 s A A SR Oy S

You have 10mins for this exercise. Go!




4:10pm —
4:20pm

TOPIC 3:

Question 1:  Identify the 2nd top challenge in relation to this topic

Question 2.a.: ldentify a significant contribution that the Head of Treasury /
Accountant General can make to address this challenge

Question 2.b.: Identify a significant contribution that the Auditor General can make
to address this challenge

Question 3:  For each of these contributions, identify one key enabler to

facilitate such contribution -

Developing Accountancy Capacity

You have 10mins for this exercise. Go!




4:20pm —
4:30pm

TOPIC 3:

Question 1:  Identify the 3rd top challenge in relation to this topic

Question 2.a.: ldentify a significant contribution that the Head of Treasury /
Accountant General can make to address this challenge

Question 2.b.: Identify a significant contribution that the Auditor General can make
to address this challenge

Question 3:  For each of these contributions, identify one key enabler to

facilitate such contribution -

Developing Accountancy Capacity

You have 10mins for this exercise. Go!
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Developing Accountancy Capacity
in Fragile and Conflict-affected States

Conference

AGENDA

Day 1: Monday, March 26, 2018, 0900 - 1700

13:30 - 14:00

14:00 - 14:30

14:30 - 15:00

15:00 - 15:30

4.4 The Role of the Auditor General in
Addressing PFM Challenges, and Related
Capacity Needs

4.5 Experience Sharing—Sierra Leone

4.6 Measuring PFM Reform Progress—The
PEFA Framework

4.7 Breakout Session—PFM Challenges,
Capacity Building Solutions, and Action
Plans

Jan van Schalkwyk
Corporate Executive in the Auditor-General’s
office, AGSA

Ole Husebo Scheyen, Deputy Director General,
INTOSAI Development Initiative

Lara Taylor-Pearce, Auditor General, Republic
of Sierra Leone

Adama Renner, Deputy Auditor General,
Republic of Sierra Leone

Gert van der Linde, Lead Financial
Management Specialist, World Bank

Facilitated by Alta Prinsloo, Executive Director ,
IFAC
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AGENDA

Day 2: Tuesday, March 27, 2018, 0900 - 1700

9:00 - 9:30

9:30 - 10:00

10:00 - 10:30

10:30 - 11:00

11:00 - 11:45

11:45 - 12:00

4.9

52

Feedback on Breakout Session—PFM
Challenges, Capacity Building Solutions, and
Action Plans

Effective Donor Engagement in FCS
Developing Finance capacity in Fragile States

Experience sharing—Afghanistan

Break

53

54

Breakout Session—Donors and Local
Capacity Building Priorities

Feedback on Breakout Session—Donors and
Local Capacity Building Priorities

Manuel Arias, Technical Manager, IFAC

Mark Warrillow-Thomson, Regional Finance
Manager, The Global Fund

Said Naim Sadat, Treasury Program
Coordinator, Ministry of Finance of the Islamic
Republic of Afghanistan

Facilitated by IFAC staff

Participants




Thank you for attending pay 1 ofthe

Developing Accountancy Capacity in Fragile and Conflict-affected Sates Conference

This conference is sponsored by the IFAC accountancy capacity building program,

International
Federation
of Accountants®

with funding provided by UK aid from the UK government.
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