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The Muni.cipal Chief Executive,
Krachi East Municipal Assembly,
Dambai,

A=

e ————
\bo"l(;,w-,m A

MANAGEMENT LETTER ON THE AUDIT OF THE DISTRICT ASSEMBLIES
COMMON FUND (DACF) AND OTHER STATUTORY FUNDS OF THE
KRACHI EAST MUNICIPAL ASSEMBLY FROM 15T JANUARY TO 3157

DECEMBER, 2021.

We have reviewed the District Assemblies Common Fund (DACF) account and other
statutory funds of Krachi East Municipal Assembly covering the period 1 January to
31 December, 2021 in accordance with our statutory mandate of Article 187, (2) of the
1992 Constitution and Section 11, (1) of the Audit Service Act, 2000 (Act 584).

7. We wish to bring to your attention for mnecessary action, the following -

observations and recommendations made during the audit.

3. We have fully discussed these matters with management whose comments have
been taken into account where appropriate in preparing this management letter.

4 We shall be grateful for your official reply within thirty (30) days of the receipt of
this management letter as stipulated in Section 29(1) of the Audit Service Act, 2000
(Act 584). A person who fails or refuses to reply to the audit observations within
the period as speciﬁed in subsection (I) shall, if the Auditor-General so directs,
have his emoluments and allowances withheld for so long as the person fails to

comply.

5. As our guide, we relied to a large extent on the provisions of the Public Financial
1 Management Regulations, .

Management Act, 2016 (Act 921), the Public Financia
Act 663) as Amended, the

2019 (L. 2378), the Public Procurement Act, 2003 (
Act, 2000 (Act 592), Financial Memoranda for Metropolitan,

d other relevant legislations regulating
] as International Auditing

ance and Economic Planning,
General's Department.

Internal Revenue
Municipal and District Assemblies an
public financial management in Ghana, as wel
Standards (IAS) and directives from Ministries of Fin
Local Government and the Controller and Accountant-
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AUDIT OBJECTIVES

6. To ensure that:

a. All moneys received have been fully and promptly accounted for
b. Expenditures made are authorized and incurred for the purposes for
which they were appropriated and within approved estimates.
. ¢ Essential records are maintained and the rules and procedures applied
are sufficient to safeguard and contro] the Assembly’s assets.
d. Financial business has been conducted with due regard to economy,
efficiency and effectiveness.

KEY OFFICERS

7. The following officers were responsible for the financial and administrative
matters of the Assembly during the period covered by the management letter:

Name of Officer | Position | Staff ID | Period

Hon. Patrick Charty Jilima | Former MCE N/A  |01/01/21-13/10/21
Hon. Francis Kofi Okesu | MCE N/A  [13/10/21-31/12/21
Issahaku Yakubu | Ag. Mun. Coord. Dir, 684074 | 01/01/21-31/12/21
Richard Yawson | Mun. Finance Officer 846865 | 01/01/21 -31/12/21
Wilson Dela Tsewagbe HRM 55230 | 01/01/21-31/12/21
Ernest Adjei Quaye Former Head - DWD 65280 01/01/21-15/12/21
Felix Ackah Head - DWD 60874 | 15/12/21-31/12/21
Abass Ibrahim | DPO 914233 | 01/01/21 -31/12/21
Richard Abudey ) Fr. Internal Auditor 911532 | 01/01/21-13/09/21
Delanyo Datsomor Internal Auditor 881698 | 13/09/21-31/12/21
Abraham Solomons MBA 894645 | 01/01/21-31/12/21
Edmund Koboa Agyeman ] Procurement Officer 1343810 | 01/01/21 -31/12/21
Ernest Agbokli | MEHO 117497 | 01/01/21-31/01/21

We reviewed the Internal Control System to ascertain its effectiveness, Cash
Management; Expendable and Non-Expendable Property; Transportation and
Performance. We also followed up on the implementation of the

recommendations in the previous audit report.

AUDIT METHODOLOGY

9. The following techniques were adopted in obtaining audit evidence to enable us

express our professional opinion:

a. interviews
b. documentary analysis

4
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¢. physical verification, and
d. observation

CONCLUSION

10. SUMMARY OF FINDINGS AND RECOMMENDATIONS

i

iv.

Coptrary to section 21 (1 & 2) of part three of the Public Procurement Act, 2003,
(Act 663), as amended, we noted that management procured electrical
appliances which were not captured in the 2021 procurement plan without
providing justification to the entity tender committee. We recommended that

the approving and authorising officers of this procurement should be
sanctioned.

Contrary to chapter 9, section 83 of the Financial Memoranda for MMDAs, we
noted during our audit that one (1) payment voucher did not have
memorandum. We urged the Municipal Coordinating Director to always
peruse every payment voucher to ensure that they have memoranda with
appropriate details from heads of departments before authorising for payment.

Contrary to regulation 56 (1) of the Public Financial Management Regulations,
2019 (L.I. 2378), we noted that management failed to acknowledge receipts
from the Common Fund Administrator totalling GHC552,162.24. We advised
that the Municipal Finance Officer, Mr. Richard Yawson should issue official
receipts to the Common Fund Administrator or in default he should be

sanctioned.

Contrary to section 79 (f) of Chapter 9 of the Accounting Manual for
Metropolitan, Municipal and District Assemblies 2011, we noted that payment
voucher with face value of GHC3,320.00 had no acknowledgment receipts from
the payee to show that the payment or money has actually been received by an
identifiable person for goods supplied to the Assembly or for services
rendered. We recommended that the MCD should provide the receipt to acquit
the payment or in default he should refund the amount of GH(3,320.00

involved.

Contrary to the Audit Service Act 2000, (Act 584), section 11(2), we noted that
two (2) payment vouchers which were raised for a total amount of GH(2,910.00
were not presented for audit scrutiny. We recommended that the Municipal
Coordinating Director (MCD) should prevail over the Municipal Finance
Officer (MFO) and the accounts staff to make the payment vouchers available

for audit to avoid sanctions.
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vi.

Vii.

Contrary to section 7 (1a) of the Public Financial Management Act, 2016, (Act
921), we noted that work on the re-awarded 32 no. lockable stores at Da;mbai
Market has come to a standstill. We recommended that the contractor, M/S
Samatof Co. Ltd. should be summoned to site to continue the project with his
own resources to the level that is commensurate with the amount paid to him.
Failing to do this, he should refund the amount involved to the Assembly and
produce the evidence for our verification.

Contrary to the Regulation regarding the Administration of the Common Fund,
we noted that the Common Fund allocations to the Assembly for 2021 were
without allocation letters to enable the Assembly reconcile the amounts. We
urged management to liaise with the Common Fund Secretariat for the early
release of the allocation letters to enhance good reportage on the receipt and
usage of the funds.

PEOPLE WITH DISABILITY ACCOUNT

V1.

Contrary to Chapter 9, section 83 of the Financial Memoranda for MMDAs, we
noted that one payment voucher did not have a memorandum. We urged the
Municipal Coordinating Director to always peruse every payment voucher to
ensure that they have memoranda with appropriate details from heads of
departments before authorizing for payment.

GHANA PRODUCTIVE SAFETYNET PROJECT

1X.

Contrary to section 79 (f) of Chapter 9 of the Accounting Manual for
Metropolitan, Municipal and District Assemblies 2011, we noted that one
payment voucher with a face value of GH(46,820.94 had no acknowledgment
receipt from the payee, Safaa-Marwa Ent. We urged the Accounts Officer to
make the receipt available for audit verification to avoid sanctions.

DETAILS OF FINDINGS AND RECOMMENDATIONS

DISTRICT ASSEMBLIES COMMON FUND (DACF)

PROCUREMENTS MADE OUTSIDE THE PROC

11. Section 21 (1 & 2
requires that,

UREMENT PLAN - GH(74,352.75

) of part three of the Public Procurement Act, 2003, (Act 663),

(1) “a procurement entity shall prepare a procurement plan to support its

approved programme.”
(2) the plan shall indicate
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(a) contract packages description or lots
(b) estimated cost for each package
(c) the procurement method approval needed and

(d) processing steps and times.

12. During our audit, we noted that the Assembly has prepared a procurement plan
for 2021 detailing their procurement priorities for the year. However,
management disregarded the plan and went ahead to procure electrical
appliances not captured in the plan without providing justification to the entity
tender committee. Details of those items procured is in the table below;

SN

PV Date

PV No.

Details

Amt. GHC

10/11/21

08/11/21

Laptop computer
Desk computer
Set of Office Cabinet

Printer

Uninterrupted Power Supply

Fridge
32 inches plasma TV

Stabilizer

1

24,848.75

15/12/21

08/12/21

Television

Double Door Freezer
Sir Burner Oven
Master Bed /mattress
Mattress

Arm Chair

Ceramic Plates

Laptop 17

49,504.00

Total

74,352.75

13. When we enquired from Mr. Agyeman Edmund Koboah, the Procurement
Officer, he indicated that, the items were procured for the new MCE when he took
office and the exigency of the time required that the activity be undertaken even

though it was not originally part of the procurement plan.

14. Procurements not guided by the procurement plan represent derailment of the
procurement process. The process can also breed cronyism and favouritism since




116y

16.

i1473

the procurement processes may not be followed through. Overpricing cannot be
ruled out.

We recommended that the approving and authorising officers of this procurement
should be sanctioned.

Management stated that the procurement plan of the Assembly has been followed
and adhered to at all times with regards to the procurement activity, adding that
the items cited in the observation were duly captured in the revised procurement
plan for 4th quarter of 2021 which is available for inspection and verification.

Management’s response is far from the truth. The items procured were not
captured in the 4t quarter procurement plan as claimed.

PAYMENTS MADE WITHOUT MEMORANDA - GH(?7,000.00

18.

9,

20.
21

2,

23,

24,

Chapter 9, section 83 of the Financial Memoranda for MMDAs says that the
request for any expenditure to be made is sent in a memo to either the DCE or the
DCD by the various department heads. A memo is a written justification for the
expenditure to be incurred. It presupposes that every expenditure must
necessarily be initiated with an approved memo which serves as a control
measure for the expenditure to be seen to be efficiently and properly incurred.

Contrary to this, we noted during our audit that payment voucher number
10/01/21 dated 26/01/21 amounting to GHC7,000.00 did not have a
memorandum from any identifiable officer within the Assembly. There was not
sufficient justification therefore for these expenditures to be incurred.

Management explained that the irregularity occurred as a result of an oversight.

In the absence of the memo, payment can be made for unjustifiable purposes.
Fictitious payments and payments for goods not required or services not rendered
can also not be ruled out. All these can give rise to loss of funds by the Assembly.

We urged the Municipal Coordinating Director to always peruse every payment
voucher to ensure that they have memoranda with appropriate details from heads

of departments before authorising for payment.

Management noted the observation with much reservation adding that there has
never been an occasion where payment is made without a memo and that records
available contradict the assertion that management failed to act on a
memorandum. They also indicated their resolve to tender the payment voucher

for reconciliation.
Indeed, when the payment voucher was presented it had no memorandum.

6
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UNACKNOWLEDGED RECEIPTS - GH(552,162.24

25. Regulation 56 (1) of the Public Financial Management Regulations, 2019 (L.I
2378),‘ states that a collector who is satisfied that money tendered in Ixs in ordér;
sh‘all. Issue an official receipt to the payer and shall deal with the duplicate and
triplicate copies as required by Departmental Accounting Instructions.

26. During our examination of the Common Fund receipts of the Assembly, we noted
that management failed to acknowledge receipts from the Common Fund
Administrator totalling GH(552,162.24. Below are details of the unacknowledged

receipts.

S/N | Date Details Amt. GHC

ik 28/02/21 Transfer from Dambai Market Complex Account 60,000.00
2) 17/03/21 Transfer from Dambai Market Complex Account 25,000,00
3% 25/03/21 Transfer from Dambai Market Complex Account 30,000.00
4, 13/08/21 Transfer of DPAT IV 2019 271,200.00
3, 31/12/21 Transfer of 50% Q2 allocation for 2021 165,962.24
Total 552,162.24

27. When confronted with the anomaly, the Accounts Officer, Mr. Cephas Doku
responded that most of the receipts were inter-account transfers which are not
recognised as additional revenue that is why they were not receipted.

28, Failure to acknowledge the receipts is indicative of a breakdown in the control
systems put in place. This can result in improper or poor accountability of the
funds. The situation creates room for unscrupulous persons within the Assembly
to dupe the Assembly leading to loss of funds that could have been spent on

critical needs of the Assembly.

29. If this practice continues unchecked the Assembly stands the risk of losing a lot of
funds.

30. We advised that the Municipal Finance Officer, Mr. Richard Yawson should issue
official receipts to the payers or in default he should be sanctioned.

31. Management in their response said they are of the opinion that once funds are
receipted originally, any subsequent interbank/account transfer does not require
further acknowledgement since that will amount to double recognition of receipts

of the same funds.

32. They pledged nonetheless to implement our recommendation and be minded by

the audit advice in subsequent transactions.

7
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UNRECEIPTED PAYMENTS - GH(3,320.00

33. Secdtigr'l t7T9 §3) Aof Chap‘ter 9 of the Accounting Manual for Metropolitan, Municipal
and District Assemblies 2011, says that the payee should provide official receipt.

34. During our examination of the Common Fund payment vouchers of the
Assembly, we noted that payment voucher with face value of GH(3,320.00 had
no acknowledgment receipts from the payee to show that the payment or money
has actually been received by an identifiable person for goods supplied to the
Assembly or for services rendered.

35! Tbe Accounts Officer, Mr. Cephas Doku, indicated that the recipients are yet to
pick up the cheques that is how come they have not been receipted.

36. Unreceipted payment is an indication of payment for no work done or service not
rendered. The situation creates room for unscrupulous officers to misappropriate

funds of the Assembly leading to loss of funds.

37. If this practice continues unchecked the Assembly stands the risk of losing a lot of
funds.

38. We recommended that the MCD, Mr. Issahaku Yakubu, should provide the
receipt to acquit the payment or in default he should refund the amount of

GH(3,320.00 into the Common Fund Account.

39. Management has taken note of the observation and stated that at the time of the
audit the recipients of those cheques were yet to take custody of the cheques hence

they could not be acknowledged.

40. They added that they will ensure as soon as the payments are effected, the
appropriate receipts are obtained and acknowledged.

~JUNPRESENTED PAYMENT VOUCHERS - GH(2,910.00

41. For the purpose of audit, all receipted payment vouchers together with their
attachments are to be filed monthly and kept for audit and record purposes as
enshrined in the Audit Service Act 2000, (Act 584), section 11(2). The section adds
that, “the Auditor General or any person authorized or appointed for that purpose

by the Auditor-General shall have access to all books, records, returns and other

documents, including documents in computerized and electronic form relating to

or relevant to those accounts.”
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aring our audit review of the District Assemblies Common Fund (DACF)
count of the Assembly, we noted that two (2) payment vouchers which were
ised for a total amount of GH(2,910.00 as payment for various activities were
t made available for audit scrutiny contrary to the provision of the Audit
rvice Act quoted above. The details of the payment vouchers are below;

te | PV No. Details Payee Chgq. No. Amt. GHC

/21 | 01/12/21 | Support for speech and Prize | Dormabin
giving day for basic schools in the | Assembly

Dormabin area man 002898 1,000.00

21 | 03/12/21 | Funds released to enable MCE MCE 002900 1,910.00
attend training workshop

2,910.00

-. Cephas Doku, the accounts officer in charge of the DACF made frantic efforts
locate them when notified. He could however not make the payment vouchers
Lilable as at the time of writing this report. But the officer insists the PVs are
ailable and assured the audit team that they will be located and brought for

dit review.

s an indication that funds of the Assembly may have been spent on purposes
questionable nature, hence the dragging of feet to avoid audit queries.

» recommended that the Municipal Coordinating Director should prevail over
. Municipal Finance Officer and the accounts staff to make the payment
1chers available for audit and or in default, the approving authority should

und the money on non-existing document to chest.

magement responded that the payment vouchers have been obtained and are

\ilable for inspection and further action.

pite of management’s response the payment vouchers were not made available

he audit team.

(ED PROJECTS - GH(838,236.41

tion 7 (1a) of the Public Financial Management Act, 2016, (Act 291), spells out
duties of a Principal Spending Officer of a covered entity to include, “a
ncipal Spending Officer of a covered entity shall ensure the regularity and

jper use of money appropriated in that covered entity.”
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49, During project inspection, we noted that work on two (2) projects awarded by the

Ass.embly which are at various stages of completion had stalled beyond their
various dates of completion even though some payments had been nz]ade to the
contractors. The table below gives the details of these projects. The pictures in fi |
I to 3 show the state of the 32 No. lockable stores at Dambai Market. ¢

No. | Project Source iy i 5 -
s e ocation | Contract Revised Total Comm | Compl | Status
R Fundin Sum Contract Payment as | encem | etion
: Sum at 31/12/21 ent Date
&
Date
14 Constructi | D ;
PATII | Dambai | 54669899 | n/a 23872500 | 26/10/ | 26/04/ | Decking
on of 1 no. Market 5020
W ot 2021 stage
lockable
stores
2 ;"“St- of | DPAT | Dambai | 29153742 |n/a 43,73061 | 05/06/ | 30/11/ | Roofing
% A 2021|2021 | stage
Ambulanc
e office
with
ancillary
facilities
Total 838,236.41 282,455.61

50. When the current engineer, Mr. Felix Ackah was asked, he could not offer any
explanation except to say that he had just been transferred to the Assembly.

51. Delayed projects is a sign of poor planning and prioritization. It can lead to
uneconomic and inefficient use of financial resources and increased cost of
projects if the projects are re-awarded later. All these are at the detriment of the
tax payer. The infraction, if not mitigated can be exploited by unscrupulous
officers to plunder the financial resources of the Assembly.

52. We recommended that the contractors should be summoned to site to continue
the projects or the contracts abrogated and re-awarded.

53. Management responded that they have noted the observation and stated that

efforts are being made to get the contractor back to site to resume work.

ABANDONED PROJECTS - GH(166,256.90

54.

Section 7 (1a) of the Public Financial Management Act, 2016, (Act 291), spells out
the duties of a Principal Spending Officer of a covered entity to include, “a

10
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Principal Spending Officer of a covered entity shall ensure the regularity and
proper use of money appropriated in that covered entity.”

55. During project inspection, we noted that work on two projects awarded by the
Assembly which are at various stages had come to a total stand still over the years.
In the case of the 1 No. 3 Unit Classroom Block at DACE, even though work
stopped at the completion stage since 2018, the school children have occupied the
strucjture as shown in figure IV. The table below gives the details of these projects;

No. Projet.:t- Source | Locatio | Contract Revised | Total Commence | Completi | Status
Descripti | of n Sum Contrac | Payment | mentDate | on Date
on Fundin t Sum as at

g 31/12/21

1 Const. of | DACF DACE, |304,12834 | n/a 110,42820 | 15/03/2018 | 28/08/20 | Roofing
1 no. 3 Dambai 18 stage
units
classroo
m block

2. | Const. of | DACF | Pai 386,16634 | n/a 5582870 | 14/03/2018 | 28/03/20 | Foundati
1 no. 6 Katanga 18 on stage
units
classroo
m block

Total 690,294.64 166,256.90

56. When the attention of management was drawn to the anomaly, they blamed the
situation on the poor inflow of Common Fund.

57. Abandoned projects is a sign of poor planning and prioritization. It can lead to
uneconomic and inefficient use of financial resources and increased cost of
projects when the projects are re-awarded later. The opportunity cost of the funds
expended on the projects cannot be easily quantified. The infraction does not

augur well for the wholistic development of the district.

58 We recommended that management should prioritize the completion of those

projects for the use of the schools in question.

59. Management responded that they have noted the observation for compliance.

FAILURE TO PRESENT DISTRICT ASSEMBLIES COMMON FUND
ALLOCATION RELEASE LETTERS - GH(2,406,940.97

60. Our examination of records at the Assembly showed that the DACF
Administrator made releases in 2021 to the Assembly as being allocation for Q4 of
2020, Q1 and Q2 of 2021. The Assembly also received allocations for DACF

11
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61.

62.

63.

64.

65.

66.

Responsiveness Factor Grant within the year in their accounts. We however noted
that these allocations were without allocation letters to enable the Assembly
reconcile the amounts received as per bank statement disclosures with the
amounts released by the DACF administrator.

When we enquired, the Accounts Officer, Mr. Cephas Doku responded that the
release letters usually take some time to get to the Assembly, and so they are yet
to rgceive their allocation letters.

_Common Fund Receipts in 2021

Dt Details Net Amt. GHC |
0/T202  Oiomaloation | 43289911
A O T s )
09/12/2001  50% of Q2 2021 allocation 16506224
I S " DACEREG
oA DRATOl | 2720000
20/04/2021  DPATII208 117827800
"Total oy 2406,940.97 |

The Fund Administrator’s delay in releasing the allocation letters alongside the
release of the funds to the Assembly resulted in the lapse.

The situation makes it difficult for the Finance Officer to reconcile the amounts
reflecting in the bank statements with the actual releases and also take into

account the source deductions.

We urged management to liaise with the Common Fund Administrator for the
early release of the allocation letters to enhance good reportage on the receipt and

usage of the funds.

Management responded that the Common Fund Secretariat has not released the
allocation letters on time to enable respective Assemblies make full disclosure and
to account appropriately on the various deductions at source. They added that
appeals have been made at various fora on the need to release the letters to ensure
proper accountability of financial records at the Assemblies.

In the meantime, the schedule officer has been directed to follow up on the release
letters at DACE Secretariat in Accra for onward submission to the audit team.

12
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