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PFM Progress Report: November 2009 — December 2010

EXECUTIVE SUMMARY

The main achievements of the PFM Reform Programtond@te are as follows:

Vi.

Vii.

viii.

Xi.

The 2009/10 Public Accounts were submitted to TimeeCAudit Office in October
2010, within the legally required timeframe andteyss are now in place for at least
weekly up to date reconciliation of the main Gowveemt accounts.

The Ministry has prepared a Medium-Term Debt Manag® Strategy, including a

detailed analysis of the current domestic and aesatedebt, and a Development
Cooperation Aid Policy: “Partners in Developmettth of which have been presented
to Cabinet for approval.

The performance of Finance One, Government’s iategdr financial management
system, has been significantly improved throughettigyment of customised reports for
users, training for accurate entry of data andhgtreening of systems administration.

The budget successfully piloted a new performanoaitoring framework in 2009/10,
which focuses on achievement of outcomes and timlsector wide plans and the SDS.
This will be introduced for all Ministries in thggaoming budget.

The Ministry is working to improve the integratioh development partner funding in
the budget to facilitate a more accurate presemtatif expenditure plans by
implementing agency including all sources of finagc

The Economic Planning Department is maintaining $B&RF macro-economic model
to facilitate fiscal forecasts for forward estinste

MoF is working with relevant Government agencied ather stakeholders to develop
medium term sector plans for Agriculture, Trade clfiding commerce &
manufacturing), Transport infrastructure, IT & Conmmtations, and Energy and
remains on target to have 13 out of 14 sector plaptace by mid- 2012.

Internal audit staff have been trained to undertajstems audits and have implemented
the first analytical audit of the payroll system ittentify risks and weaknesses of
current processes.

Work has started on updating the Treasury Instuostiand strengthening the
enforcement of accountability procedures. This khbe completed in mid-2011.

The Ministry for Revenue (MfR) has recently secahdetax administration expert to
lead the restructuring and strengthening of tharidlRevenue Service with funding
from PSIF

The Chief Audit Office has benefited from a commesive institutional strengthening
programme over the past two years

The Ministry of Finance collaborated with SBS, CAMFR and CBS to undertake a
comprehensive monitoring of the Government’s PFMdteays in February/March this year
using the WB’s PEFA methodology. The EU providedeaternal consultant to facilitate the
process. This work was used to review and updatePEM Reform Plan following a
consultation process with implementing DivisionsMioF. The PEFA Report and updated
PFM Reform Plan have been presented to Cabinetgproval this month. This is expected
to lead to the formation of a higher-level comn@tte coordinate the PFM reform process
and consultations on the development of a Finarcto®Plan.
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1. Matrix of actions with progress

See attached Annex 2

2. Progress: Implementation of the PFM Reform Plann the Ministry of Finance
2.1 Regulatory Framework

Work commenced on updating the Treasury InstrustionSeptember 2010 with support
from a consultant provided by PFTAC. The currerdgabury Instructions are dated 1977 and
the update is required to take into account chaimgesduced from the PFM Act 2001, the
introduction of the Finance One system, and the Rescurement Manual amongst others.
MoF formed a technical committee to support theaftithg process and to check and verify
the content of the revised instructions. A firsaftiiof the revised Treasury Instructions has
been prepared and the document is currently urdeew. The consultant is due to return to
Samoa for a follow-up visit in February 2011in artke finalise the draft, following which it
will need to be formally approved and disseminateithin the Ministry and to all
stakeholders.

One of the main challenges for MoF is to developcima@isms to ensure that the new
Treasury Instructions are living documents usedtyf on a day to day basis and updated
whenever changes are agreed. This may best bevadig using the document as a tool for
induction training and for reminding staff regarglitheir responsibilities. Divisions may be
made responsible for managing various sectionshefiistructions and for taking action
when changes are introduced.

2.2 Economic Policy and Planning

The Macroeconomic unit under EPPD is responsibienfaintaining the Samoa Economic
and Revenue Forecasting model (SERF). This waslaw®e with support from ADB
consultants in 2009. It provides Government witlst@ng macro-economic analysis and
forecasting tool, which facilitates the nationahmting, budget preparation and monitoring
activities of MoF. The model is reviewed and updateice in the financial year: firstly,
around November — December to take account of amy policies and to input the actual
figures from the previous financial year. A secambtlate is arranged in April — May in
preparation for the next financial year to obtatcwaate forecasts for the upcoming budget.
These updates are arranged in collaboration wigthBthreau of Statistics, the Ministry for
Revenue and the Central Bank to ensure the accwfadgta entered. There are concerns
with regarded to the sustainability of the moddhwhe regular turnover of personnel in MoF
and there is a need to ensure that capacity topulkaté and update the model is developed
more widely within MoF, CBS and SBS together witistitutional mechanisms to facilitate
exchange of views on economic forecasts.

There has been no change in the number of seeos pleveloped over the past year. To date
six sector plans have been finalized and are uimdelementation, with a further 8 Sector
plans still to be finalized (see table below). Hoere there has been progress in preparing
new sector plans, which is a time-consuming proesss requires extensive consultations to
ensure full ownership. The first draft of Agricuku Sector Plan is currently under
consultation and a final draft due to be submitigdhe consultants (KVA) before the end of



2010. It has been agreed that the Diagnostic Tirdgrated Study dated October 2010 will
provide the basis for the development of a Traden@erce and Manufacturing Sector Plan.
The Community Development Plan has been draftedsapending formal endorsement. The
PRIF study on the infrastructure investment styatwdl be used as the basis to develop a
Transport Sector Plan. The national ICT strategyclviexpired in 2009 is currently being
reviewed and updated to form the basis for an @ @ammunications sector plan. A concept
note has been submitted to Cabinet proposing tlvelaj@ment of a Finance Sector plan
building on the work of the PFM Reform Plan. Onperaved a high level committee will be
established to oversee the drafting of a Finanado®d’lan building on the PFM reform
strategy, with other components expected to incltiie role of national statistics in
supporting national planning and monitoring, finahcsector regulation and maintaining
macro-economic stability.

The table below summarises progress in the devedapof sector plans.

Sectors Government Sector Sector Progress to
Ministries and | Issues Date Timeframe
Agencies Paper for
Responsible Progress Completion
SOCIAL SECTORS:
1 | Health Ministry of Health | None Implementation of completed
(lead), NHS, National Sector Plan July
Kidney Foundation, 2008 - June 2018
MoF, etc.
2 | Education Ministry of Education, | None Implementation of completed
Sports & Sector Plan July
Culture(lead), Samoa 2006 - June 2015

Qualifications
Authority, National
University of Samoa,

etc.
3 | Public Public Service | Completed | Implementation of completed
Administration Commission (lead), Sector Plan 2007 -
Ministry of the Prime 2011

Minister and Cabinet,
Ministry of Finance,
Audit Office, Attorney
General's Office, etc.

4 | Law and Justice Office of the Attorney | None Implementation of completed
General (lead) sector plan (2008-
Ministry of Justice 2015)
and Courts

Administration,

Ministry of Police,
Prisons, Samoa Fire
Services, Ministry of
Women Community
and Social
Development




5 | Community Ministry of Women, | None Draft Sector Plan 31-Dec-11
Development Community and currently under
Social Development review
(lead), Public Service
Commission, Ministry
of Health, Ministry of
Education, Sports
and Culture, etc.
ECONOMIC SECTORS
6 | Tourism Samoan Tourism | Completed | Sector plan under completed
Authority (lead), implementation
Samoa Statistics (2009-2013)
Bureau, MCIL, SHA,
etc.
7 | Finance Ministry of | PFM Proposal for 31-Dec-11
Finance(lead) Central | reform plan | development of
Bank of Samoa, | in place Finance Sector Plan
Ministry for Revenue | and building on PFM
Bureau of Statistics, | concept Reform Plan
Controller, Chief | paper submitted to Cabinet
Audit Office, etc. prepared
8 | Agriculture Ministry of Agriculture | Completed | Sector Plan 31 Dec-10
(lead), MNRE, MoF, currently in
MESC finalisation stage to
be completed by
end of Dec 2010
9 | Trade, (including | Ministry of | Completed | Inception stage June 2011
Commerce and | Commerce, Industry | but needs | started 6-14 Dec (best guess)
Manufacturing) and Labour (lead), | updating 2011. Diagnostic
Ministry of Finance, Trade Integrated
Ministry of Foreign Study will facilitate
Affairs and Trade and the development of
Ministry of Agriculture the Trade Sector
Plan
INFRASTRUCTURE SECTORS
10 | Transport and | Ministry of Works, | Drafted The Infrastructure 30-Jun-11
Infrastructure Transport and | Sector Strategic Plan is
Infrastructure (lead), | Issues being finalized after
LTA, SPA, MNRE, | Paper consultation on 7
MoF Dec
11 | Water and | Ministry of Natural | Issues Sector plan under Completed
Sanitation Resources and | Paper implementation
Environment (lead | completed | (2008-2012).
agency), SWA, MoH, Review and update
MWTI, MWCSD, planned in 2011
IWSA, EPC, etc.
12 | Communications Ministry of | Drafted National ICT plan 30-Jun-11
and IT Communications and | Sector 2005-2009 under
Information Issues review. A new
Technology  (lead), | Paper sector plan is to be
Office of the developed under the

Regulator, etc.

Telecommunications
Project




13 | Energy MoF(lead), Electric | An energy | The Energy Sector 30-Jun-11
Power  Corporation | policy has | Plan will be
Electricity regulator, | been developed in the
MNRE, SROS etc. | developed | first quarter of 2011
LTA, NGO, MWCSD,
MWTI

CROSS CUTTING SECTORS

14 | Environment/Climate | Ministry of Natural | New None. TA support 30-Jun-13
change Resources and | proposed required
Environment (lead), | sector
MoF, MWCSD, MoA,
MESC

In October EPPD initiated a Sector Coordinatorsetimg with the assistance of the Aid and
Budget Divisions. The aim of the meeting was tovjgte a forum for communication with
both existing and developing sector planners ad aglan opportunity for exchange of
experience between sectors. At the first meeting Mh@ade presentations on the performance
framework and the development of sector MTEFs. Caiglies were presented on
developing the water sector’s institutional framekvand the health sector’'s performance
monitoring system. The meeting had very positivediack and support from the
coordinators and it has been agreed to hold aaeguium for all sector coordinators as well
as other ministries in the process of developirgosgplans. This forum is expected to play a
very important role in coordinating coordinatingr@munication with sector coordinators and
will also contribute significantly in the developnteof the next Strategy for the Development
of Samoa (SDS). Planning for the new SDS will comaeein 2011 following a review of the
current SDS in the first quarter of 2011.

2.3 Aid Coordination and Debt Management

The Aid Coordination and Debt Management Divisioas hdeveloped two new policy
documents, which have been presented to Cabineadproval, and are expected to be
endorsed before the end of the year. The Developi@enperation Policy, “Partners in
Development: Promoting Aid Effectiveness”, provid€overnment with a clear set of
guidelines for management and coordination of stpfrom development partners. The
policy emphasizes the importance of Government osimig and leadership of the planning
and implementation of aid programmes in a sectatecd. There is also a stated preference
for the transition to budget support funding togethvith a commitment to strengthen
Government systems. The document is closely aligmigldl the Paris Declaration on Aid
Effectiveness and commits to a process of six mpmtteetings with development partners
to monitor implementation of the policy. The draflicy was circulated to development
partners for consultation and will be widely dissemted after endorsement. A Medium-
Term Debt Management Strategy has also been saoimitt Cabinet for approval. The
objective of this strategy is to strengthen Governtrsystems and capacity for monitoring
and management of domestic and external debt.oppgses the establishment of a Debt
Management Unit within the Aid Coordination Divisido monitor all Government debt, and
advise on debt sustainability. The policy will alatroduce annual borrowing plans as part of
the budget process and will strengthen risk anslgsid loan approval processes. The
document includes a comprehensive assessment @ri@oent’s current debt and commits
to limiting total outstanding debt to below 50%@&DP in the medium term.



The Aid Division has introduced new formats for tt@dlection of information and forecasts
of development partner aid to Samoa. The formate weveloped through consultation with
Budget and Planning and provide a comprehensiveofselata on aid programmes. The
formats were sent out to development partners énfilst quarter of 2010. Based on the
responses and Aid Division information systems mm@hensive report on aid projects by
sector and by implementing agency was preparedsahnitted for the budget process. A
second update of the formats has been requesteddooors in the final quarter of the year
and will inform the budget process for 2011/12.

Following analysis of options it has been agreeds® the project module of Finance One to
record data on development partner funding andeptsj This will take time to arrange as it
requires reconfiguration of the Finance One propotiule fields to align with data storage
requirements as well as the development of spa@forts on aid flows by donor, sector and
implementing agency. Ultimately the responsibilioy managing the project module will
transfer to the Aid Coordination Division. Experssetance is required to make the
adjustments to Finance One, after which the newgs®es will be introduced on a pilot basis
prior to full introduction. These changes will lndtiated in 2011.

Samoa is participating as a case study country gilobal evaluation of the impact of the
Paris Declaration on aid effectiveness. A draforejpas been prepared following extensive
consultation with stakeholders. This report highiggthe progress that Samoa has made with
its partners in strengthening aid effectivenesdsawhiso identifying areas for improvement.

2.4  Budget

The 2010/11 budget included the pilot introductadra new performance framework, which
aims to shift the focus towards achieving higheeleoutcomes and monitoring key
performance indicators with better linkages to @eptans and the SDS. The new templates
for selected pilot Ministries are included as amenin the current Budget Estimates. The
Budget Division, with support from an external coitent, undertook a review of the pilot in
October. The quality of the higher-level outcomed performance indicators and the extent
of clear linkages with the SDS and sector stragegiere analysed. The findings were then
discussed and formed the basis for a dialogue lwi#Ministries and the adjustment of
templates for more clarity and explanation. Duriligcussions with line Ministries the MoF
team including staff from the Planning, Budget @ad Divisions checked whether data was
available to monitor the progress of proposed perémce indicators. The consultant, Tony
Higgins, facilitated this work during his visit @ctober. Whilst the quality of application of
the performance framework varied across Ministribe, majority were able to define their
priority outcomes and performance indicators. Inggal, insufficient time had been given to
checking and following up on the content during dnllowing submissions of budget
templates due to constrained deadlines. As a réseile were some gaps. More time will
need to be given to this process in setting theltiras in the budget cycle. In addition, few
Ministries were able to provide data on their perfance indicators. It was agreed to proceed
with the full roll out of the performance framewdidr all Ministries in the next budget and
sessions were held with each Ministry to explam ¢thanges. More difficulties are expected
in this process as many of them do not have s@téms to refer to. A Cabinet submission
has been prepared to explain the performance framkeand obtain their endorsement for
the change. The main constraint in the pilot predess been the loss of three key staff in the
Budget Division over the past 6 months.



The efforts to fully integrate development partniensding into the 2010/11 budget process
were less successful with most Ministries failiogprovide information on donor projects
that was requested. Whilst information on developimeartner funding forecasts was
available to inform the budget process there wasiffitient time to follow up with
Ministries on this issue. This is important as m@om@nalysis of the budget during the
preparation process requires information on allrsesi of funds. It has been agreed to
increase efforts to integrate DP funding in budgstimates in the upcoming budget
(2011/12).

In mid-August personnel from Budget and Plannirguding the new ACEO for the Budget
Division participated in a Study Tour to Austratitadevelop a better understanding of budget
reform options and the linkages between budget @adning systems. They visited the
Victoria State Treasury in Melbourne and the AC&t&tTreasury in Canberra as well as a
the national Commonwealth Treasury. The visit help® develop a much better
understanding of budget reform options and the fitsnef moving away from detailed
budget controls towards a more performance/resals®d budgeting system. However, one
of the main lessons is that budget reform needi® tmcremental and must be directly linked
to other reform action, such as strengthened eatt@mmd internal audit, to be successful.

During October a PFTAC consultant provided techrsc@port for two weeks as a follow up
relating to previous assistance, which introdudexl MTEF budget process in 2007/8. This
support was mobilized due to concerns over the ainphlosing a number of key staff, who
had been trained for the introduction of the MTHRe support provided over a two week
period also followed up on recommendations fromRB¢F MTEF expert and the study tour
to shift the budget focus to a more strategic aisilpf new initiatives and to reduce time
spent on monitoring the detailed estimates of amgoécurrent costs, which are carried over
from year to year. In order to achieve this, thecpss of updating forward estimate has been
simplified and formats developed for a focus on ¢hsting of new policies and initiatives,
allowing a more strategic analysis.

A Revenue Policy Expert under PSIF funding is auttyeassisting the Division to strengthen
the capacity of the Revenue Unit to analyse optfonencreasing revenue, to forecast future
revenue flows and monitoring revenue performandes Work is being managed in close
coordination with the Ministry for Revenue.

2.5 Procurement

Whilst a new procurement manual and procuremereadinies for services, goods and works
have been introduced, there have been delays nodinting the standard tender templates,
that were prepared by a World Bank financed TAGO2 Templates for service tenders have
been introduced on a pilot basis. However, otherptates for procurement of goods and
works require further adaptation for the Samoantexdn One of the main constraints has
been the lack of dedicated personnel to strengbhecurement systems and capacity as this
role is currently managed by the DCEO Operationso &cts as Secretary to the Tenders
Board, and the Budget Division in addition to thewrmal workload. It has now been
proposed to establish a dedicated procurementwitiitn MoF to support the work of the
Tenders Board, provide training and support to Lifiaistries and strengthen procurement
systems, standards and transparency.



2.6 Public Accounts

The 2010 Public Accounts was submitted to the Aaffite by the 31 October 2010, within
the legislative timeframe of 4 months from the efdhe financial year. This was a major
achievement for the Accounts Division despite depivith the backlog of audit queries and
adjustments and carrying out reconciliations torexr financial data and records. In
addition, the public accounts were submitted toitaaldng with quality work paper files,
envisaging a dramatic decrease in audit querie2Gb0.

Whilst the ultimate goal was to remove the backdbgdccounts, improvements have been
made in other areas that run parallel with thi<pss:

» Major operational bank accounts are now reconalec daily basis with all other GOS
bank reconciliations up to date and reconciled legfyu

» Qverseas mission accounting processes have be@mweel with regard to their bank
account operations and financial returns

* Finance ONE data has been “tidied” up with suspemsmunts cleared out, control
accounts agreeing to the subsidiary ledger andl#t@ matching the data as reported in
the public accounts.

» To ensure the public accounts remain up to datetlaadjuality of data is maintained,
strict monitoring of the general ledger has beeplémented with ongoing monitoring of
suspense accounts, disbursing accounts and subrealgainst independent records.

» The Project Ledger has been fully reconciled an@edyto the Aid and Loan Division
records

» A review of the Accounts Division structure and @@t work plans has been carried out
to incorporate the introduction of section manumtsl peer training for back up staff.
Supporting this was additional training for managetand staff.

These achievements have only been made throughnMolagement's approval of the use of
overtime and part-timers as well as intensive supom long-term Technical Assistance in
all of the above areas over the past 20 months.

The Accounts Division has also undertaken a revaéwhe Finance One System to assess
whether the software is performing according to &oments requirements. The Technical
expert came up with a number of recommendationghmve are now implementing. One
of the recommendations was setting up a Systemdupmit in the Ministry of Finance
structure that will be full time in looking aftehd system, working with both IT and the
Accounts Division in providing system training tib @sers and maintaining training manuals
as well as resolving issues related to the FMIS.

New reports have been created for users, which Inaage the system much more user
friendly. MoF is currently undergoing an upgradeéhe Finance One System to provide the
additional functionality of a cash generator fosttaeporting as well as major changes to the
payroll module. The human resource functions aety be implemented by the Public
Service Commission and this will be done once thgrade is finalised. We have recently
implemented the foreign exchange module to enadenciliation of all bank accounts
within the FMIS.

Current Focus

All line Ministries play a major role in the entof financial data into the FMIS, and so are
considered very important, since they are parhefgrocess of ensuring data quality. These
stakeholders will be the focus of support for tleetr6 months. Areas of concentration will
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be documenting processes, drafting procedures aathing manuals and training
programmes for all Ministries. This will help tasure that quality of data is maintained and
kept up to date. Permanent induction and refreshating will help to ensure sustainability
of these processes.

Now that the financial data is up to date, issuagehbeen highlighted, not only with the
quality of the financial data within the FMIS, kaiso with the layout of the public accounts.
We are intending to carry out a scoping of the datialentify problem areas that will enable
us to move forward to continually improve the gtyatif the financial data.

Progress going forward

In line with the PFM Reform plan, the recent PER&iew and our achievements to date we
have identified the following areas that the Minisdf Finance would like to address in the
next Phase:

* The plan to move to the adoption of IPSAS (Inteéoretl Public Sector Accounting
Standards)

* Review of the chart of accounts to move to GFS Remp

* Including all revenue and expenditure in the FMi®nor funded projects, cash and
in-kind) to improve the quality of GOS financialtda

» Publishing of the financial reporting (quarterlydaannually) and full compliance
with PFMA 2001, capturing all other bank accourttattare not currently in the
system,

» Establishing a GOS asset register within the FMi8 Bncorporating assets in the
Public Accounts,

» Training program & venue established for line Mines and in-house staff of the
MOF.

2.7 Internal Audit

As part of the Public Financial Management RefotemPthe ADB provided support through
Technical Assistance (TA) to the Internal Audit ahestigation Division (IAID) to
strengthen its internal audit function in particuda systems monitoring and risk analysis. As
a result, the following was conducted:

i. Training program: A training program was conducted by the TA for DAstaff and
Internal Audit (IA) staff from Line Ministries (LM)to develop human resource
capacity by introducing modern principles for im&r audit and internal controls to
assist in performing internal audits. The trainwas delivered over 5 days in March
2010 with practical application to the GovernmeinBamoa environment.

ii. Pilot systems audit of payroll: Payroll was identified during the training as athigsk
area within the Ministry of Finance (MOF) and aartise-Ministries. A pilot audit of
the Government Payroll System was conducted fromil ApJuly 2010 and covered 3
Ministries —MOF, Ministry of Agriculture & Fishersee(MAF) and the Ministry of
Education, Sports & Culture (MESC). The audit wasfgrmed in MOF and in the
Ministry of Education Sports and Culture (MESC)four IAID staff members with
the assistance of MESC'’s Internal Auditor.

With the assistance of the TA, IAID staff membemsrevinvolved in the planning phase of
the audit which was also a demonstration and agapdic of skills acquired from the training.
The fieldwork for the audit was undertaken by thteinal audit staff after the departure of
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the TA, who returned to provide on-the-job assistain reviewing findings from the
fieldwork and developing the final report and recoemdations. It would have been helpful
if the TA could have been present to assist wittious issues encountered during this first
systems audit. IAID staff prepared all supportingrking papers and drafted the report,
which was reviewed by the TA. The draft report wadiscussed with MOF CEO and
management in November 2010. The final report tbél completed and submitted to the
CEO pending written responses by respective ACEO®h® draft report.
The TA has prepared an Internal Audit Assignmerictite Guide consisting of planning,
fieldwork and reporting templates which will assisth future systems audits.

iii. Medium Term Plan: It was recommended by the TA as a result olaksessment of
the current situation with IAID to:

a. Create a Strategic Plan for IAID to clarify thegaf Internal within the MOF
and across Government (Line Ministries) since tile of IAID is not clearly
defined in the legislationThere are currently 7 Ministries with their own
Internal Audit Officers with no mechanism for coordination or support across
Ministries. As a result internal audit officers are mainly used for spot checks
and investigations. The plan should include long term goals IAID is ecfed to
achieve in the medium term, which will address gbgses of the audit process
including planning, resource allocation, performirapd reporting audit
assignments.

b. 1AID should be restructured accordingly to the te&igic plan. Resource
development is also considered to facilitate cdpawuilding in the medium
term.

Positions long approved by PSC but not filled hase/ been budgeted for with some of
these positions already being occupied.

2.8 SOE Monitoring

Funds from PSIF have been used to recruit an S@&n@ation performance assessment
expert. The intention of this support is to devedomethodology for SOE organizational self-
assessments, which can be facilitated by SOEMD thegewith the respective SOE
management team with the aim of identifying ar@asrhprovement and better performance.
In this pilot phase it has been agreed to inclideSamoa Water Authority and the Samoa
Sports Facilities AuthorityThis approach aims to build on the experience fRIEFA since
SOEs are not covered under the PEFA indicatorstarmksist SOE managers to identify
issues and areas for improved service delivery.cbmsultant completed an inception visit in
November and agreement has been reached on theodukttyy, which will focus on
performance monitoring and critical success factmough a process of review and
consultation with stakeholders. Once developed SOHdpes to use this tool to assess the
performance of SOEs on a selected basis to prdxatte the SOE and Ministry of Finance
with an idea of how well they have performed imtsrof the SDS, sector plans, the corporate
plans of each SOEs as well as internal systemsweMer, the primary objective is for the
assessments is to be used by SOEs to strengthénfittencial and service delivery
performance.
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An Independent Selection Committee has been estadlifor appointment of Directors to
SOE Boards with the aim of strengthening governaue transparency. The Ministry of
Finance, the new Committee and Office of the AwgriGeneral are working on a Bill to
change the composition of each SOE board so thainiplies with the Public Bodies Act
2001 in relation to provisions for appointing amdesting of directors. The Committee is also
working on developing a policy guideline for selentof directors on each board, as well as
looking at options for Board Secretaries.

The privatisation process for sale of 75% of Gowegnt’s shareholding in SamoaTel is at its
final stage. The due diligence process in nowroggess until the end of December 2010.
The financial bids are scheduled to be publiclyrguein January 2010. The transaction is
expected to be completed in early 2010. The rem@i@5% of Governments shareholding
will be transferred to the Unit Trust of Samoa.

The Unit Trust of Samoa is an initiative of the ®owment of Samoa, whose goal is to
provide “an investment vehicle for an ordinary Samaut in the village, a small farmer or
fisherman” as well as local businesses. The Tigusin opportunity for small investors to
access a range of investments while at the same $pmeading risk and leaving the
management of their savings in the hands of expkris also a part of the Government’s
policy of partially privatizing some state ownedtaprises (SOE’s) and promoting wider
participation by residents in the future develophmnSamoa. The sale of units commences
in September 2010 and has not really taken-offrdisipated. However it is expected that
sales will pick up once the shares of SamoaTetraresferred into the Unit Trust. The Unit
Trust is managed by an SOE called “Unit Trust om8a (Management) Ltd. A capital
injection of $500,000 was injected into this SOB&b it up and assist with its operations. It
is expected that an additional $500,000 will beedtgd into the SOE to assist with
operational costs because the revenue expected twlkected from the entry fee is not
enough for operating the Unit Trust over the neridhths.

3. Ministry for Revenue

Following a review of the design work undertaken BuysAID for an institutional
strengthening programme of MfR, a revised propdsala phase 1 capacity building
programme targeting inland revenue services wasgldpgd and submitted to PSIF. PSIF
have approved an amount of 3.6m SAT for the inttia year programme. The programme
includes one long-term expert, intermittent shertyt experts, study tours, training and
upgrading of IT equipment and software.

On the basis of previous experience in recruitnuéribix experts, it was determined that it
would be difficult to recruit a tax administratiexperts through open competition due to the
limited availability of suitably qualified/experiead experts in the tax field and also the high
fee rates. The Ministry for Revenue (MfR) therefatscussed with the PSIF Facility
Management Unit the possibility of recruiting ocerding the experts required directly from
the New Zealand Inland Revenue Service (NZIRSherAustralia Tax Office, in particular
for the Team Leader/Tax Administration Expert. Miihe agreement of PSIF MfR entered
discussions with NZAID regarding the possibility séconding personnel from its revenue
administration organization. As a result of theseussions, NZAID assisted with facilitation
of direct discussions between MfR and the NZIRShe Tdecision to enter into direct
negotiations with the NZIRS was made on the follay/asis:

13



a. The tax laws in Samoa are based on early tax lam fNZ therefore the basis for
taxation would be familiar.

b. An engagement with NZ Inland Revenue would fostar @ngoing strategic
relationship that would benefit MfR Samoa overltireg term.

The Ministry for Revenue in Samoa made a formaluest for the provision of a Tax
Administration expert to be seconded from NZIRSJime 2010. The request included a
Terms of Reference for the position as well as gemknd information to the reform
programme. Following agreement on the nature okémeices, the institutional arrangements
and the contractual set up, NZIRS drew up a lisskills that would be required for the
assignment. This information was then advertisedutiph the internal network of NZIRS.
Interviews of the shortlisted candidates were cetetliin August by a panel including the
CEO MFR. As a result of this process, Shona Wilsainom NZ Inland Revenue has been
seconded to work as the Tax Administration expad project coordinator. Shona started
around four weeks ago and brings with her extensiperience across a broad range of NZ
Inland Revenue positions. Shona has been secondéeé Ministry for Revenue for a two-
year period.

This ISP should not stand-alone from the mainstrearporate planning and management
system. Therefore the approach is to fully emibedI&P within that system. The first ISP
priority will be to strengthen the corporate plasqand management system itself. By doing
this, the objectives of the ISP will become indigtiishable from corporate objectives and
will be owned and monitored by MFR corporate managg as a whole.

To commence the merging of the ISP with the cotigopdanning process, the Ministry for
Revenue Management team participated in two wogshdacilitated by the tax
administration expert. The purpose of these wargshwas to create a draft shared future
vision of the Ministry for Revenue. When finalizatlis draft future state then becomes the
framework for the Institutional Strengthening Paigme. A key focus at the moment is to
engage with all the staff of the Ministry to sebkit feedback on the draft future state and to
get their buy in to the direction of the ISP.

A major deliverable of the ISP is the introductiohupdated legislation to support self -
assessment for income tax and introduce a simgplidgsis for taxation for small businesses.
The draft legislation has been developed some gigeewith the assistance of PFTAC. MfR
has been in discussions with the MoF Revenue Pdliyisor and PFTAC regarding the
intent of the suggested policy. The draft legislatvill need to be reviewed and updated and
PFTAC has offered assistance with this. The aito grogress this though consultation early
next year.

The other immediate priority is to engage somet&gia IT advice to assist the Ministry to
develop an IT Strategy, which will guide decisioaking and IT investment for the future.
MfR is currently talking with PFTAC about providirspme support in this area and hope to
have this in place early in the new year. The meted IT strategy will enable the large
decisions to be made about upgrading RMS and tsiesb&ution to integrate the tax database
with ASYCUDA for management and finance reporting.

This time of the year is a busy time for the Minjstvith Business License renewals. A
quick review of the business license renewal proegss undertaken by the Inland Revenue
Service management team facilitated by the Tax Adbtration expert. The purpose of this
review was twofold: firstly, to improve the efficiey of the renewal process; and, secondly,
to deliver an improved customer experience. Th&aue of this review is that those
customers who have a good compliance record wildinth Revenue service will not be
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required to wait at the counter whilst we complatdull check their tax records. The
checking will have already been undertaken priothem coming in. This should reduce
queues at the counter and reduce customer waitimg from around 20 minutes, to five
minutes. Further improvements to the customer espee will be made for those ‘non-
compliant’ customers next year with targeted intgoams prior to renewal. The review also
highlighted future opportunities to manage the pgeakd troughs of business license
renewals and this will be considered as part ol e

The Large Taxpayer Unit (LTU) is an integral paft modern tax administrations and
international experience has shown that there amnsiderable revenue gains to be made by
focusing IRS resources on the taxpayers that dwi&ithe greatest amount to taxes
collected. Previous design studies suggest impléngea fully functional LTU to manage all
the work of large taxpayers (excluding taxpayeritwdn review, given the low number of
taxpayers who could be considered large taxpayeese are other approach’s that could
deliver the same revenue gains and at the samentiake efficiency gains through process
standardization. A good understanding of this @ustr segment will enable IRS to deliver
tailored services to support compliance. One optiould be to account manage large
taxpayers within the existing IRS structure with@ueating a separate business unit. A
separate large taxpayer unit can potentially créakemneys’ limiting staff rotation or
movement between functions and therefore reducealbwesource flexibility. Tailoring
services to large taxpayers, and introducing a gatompliance improvement plan would
provide a multi-faceted approach to improving tleenpliance of the large taxpayer group.
Further work in this area is required before a sleni can be made.

Previous design studies recommended the introducticelectronic lodgment of returns in
Phase two of the ISP. Customers (especially ldeggayers) are increasingly using
electronic services to conduct their business. Breefits of straight through data processing
should not be underestimated. These include thimab reduction in the cost of data entry.
Moreover, an improvement in data integrity wouldaafesult with simple data edits and
addition checks being pushed back to the customeortrect prior to submitting the return.
Becoming customer centric requires the IRS to foousdelivering services that meet
customer needs and facilitates compliance. Chioickannel delivers on this customer need
as well as improving the efficiency of the reversagvice. It is therefore recommended to
consider the introduction of electronic servicgsesfically return lodgment) within Phase
One of the ISP.

A draft inception report outlining the full ISP pldor Phase One will be completed before
end 2010.

4, External Audit

The Audit Office of Samoa, under the direction lo¢ tController and Chief Auditor, is an
integral part of the overall governance, accoutitgtz#ind transparency framework of Samoa.
As such it is vital that the Audit Office of Samba a strong, independent, fully resourced
and skilled organisation in order for it to be atulgrovide effective:

= Independent assurance of public sector financmdnténg, administration, control and
accountability; and

= Independent assessment of the performance of pwlitor entities, including
identifying the scope for improving efficiency aadministrative effectiveness.
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To be strong and effective the Audit Office of Sanmoust be:
= Independent (in both action and in perception)
= Objective
= Properly resourced (to fully execute its audit metejl
= Able to manage its staff and financial resourcéscéively in order to build long-term
capability within their organisation
= Properly staffed with motivated, trained and skilfgeople
= Supported by effective systems, processes, todlsrathodologies.

The Audit Office of Samoa has been grateful throtighInstitutional Strengthening Design
Project to achieve 2 major objectives.

The first objective was to initially assess:
= current systems, procedures and technical capagéinst international best practices;

= existing staff capacity and available technicaloteses to meet their mandated
responsibilities;

= the quality and timeliness of audit reports; and

= expectations of clients and stakeholders in teriibeorole, mandate and effectiveness of
the Audit Office of Samoa

This initial assessment was not an audit and we maked on both verbal representations
and documentary evidence made available to ugimifig opinions and conclusions on areas
requiring strengthening within the Audit Office 8amoa.

The second objective was to produce a Technicgé&r®esign, which provides an overall
project framework in which to address recommendatimade in the Situational Analysis
Assessment. This Technical Project Design docungehence aimed at taking the Audit
Office of Samoa towards international best practieéghin a sustainable and affordable
framework.

In summary, this ISP seeks to:-

. Implement standardized tools, technologies and cgmpres as used by other Audit
Offices around the world, to increase productiatyd effectiveness by streamlining
existing planning, reporting and audit executioocgsses;

. Develop standardized audit methodologies and mandal Financial Audit,
Performance Audit (including Environmental AuditjndT Audit and the Special
Investigations areas to ensure consistent quahtydsrds are in place and to increase
the effectiveness and efficiency of junior staff;

. Use external technical advisors (TA'’s) to initiathevelop IT Audit and Performance
Audit functions (as no capability presently existshese areas within Samoa) whilst
also building up the capability of selected Audifi€® of Samoa staff/counterpart(s),
with initial on the job training. In this way, nd$s will be immediate. This will be
further reinforced with selected overseas attachsnand observation tours to other
Government Audit Offices within New Zealand, Austaand Canada,;

. Build an in-house human resource development chiyatn obtain, train and retain
skilled and effective audit staff;
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. Reinforce the supporting infrastructure to streegtkthe robustness of the Audit Office
of Samoa;

. Streamline and strengthen the necessary office gesmant systems and scheduling
processes; and

. Revise the current legislative framework in accamawith proposed changes.
The ISP has been implemented through 8 main conmgegamely:-

= Component 1: Office Governance and Practice Manage&Enhancement

=  Component 2: Financial Audit Enhancement

= Component 3: Implementation of IT Audit capability

= Component 4: Implementation of Performance Audpatdlity (incl. Environmental
audit)

=  Component 5: Legislative Framework Revision
= Component 6: Human Resource Development
= Component 7: IT Infrastructure Upgrade

The ISP is scheduled to be completed this montlcébder 2010). Most of the components
have been completed except for Components 5 afdhé.Chief Audit Office is working
together with the Attorney Generals Departmentimalfsing new draft bills. On that same
note, the CAO is also working with the Office ofetiPublic Service Commission in
reviewing the proposed structure incorporatingriees functions established under the ISP.
However, these two components will be completebanember 2010.

5. External Monitoring of the PFM Reform Plan
5.1 2010 PEFA Assessment — Main Findings

As agreed under the monitoring arrangements forPRBI Reform Plan the Government
committed to undertake PEFA assessments everyykegs. The aim of these assessments is
to monitor progress in strengthening PFM systenetowe and to help identify new issues
to be included in the PFM Reform process. The fiR&FA assessment in Samoa was
undertaken in 2006 and a follow-up assessment wgmally planned for November 2009,
but was postponed to February/March 2010 due toSb&ptember 2009 Tsunami. The
assessment was conducted by a team of Governméaialef drawn from Ministry of
Finance, the Ministry for Revenue, the Chief AudgoOffice, the Central Bank and the
Bureau of Statistics, supported by an external witex$ financed by the EU. This approach
ensured a good understanding and ownership ohtheaitor verification process and greater
acceptance of the findings. The final report on dssessment was submitted in mid-April
2009. The draft report was refined following comitseflom Government, PFTAC and the
PEFA Secretariat. The document was also shareddeitelopment partners and civil society
stakeholders. Unfortunately due to errors in theliagtion of the methodology in the 2006
PEFA assessment it was difficult to use the newsssaent to accurately measure progress in
achieving PFM reforms using a simple comparisomesilts. The main findings from the
2010 PEFA assessment are as follows:

Credibility of the budgetAt an aggregate level the original budget isedible indicator of
actual expenditure with variances of less than Béwever, at Ministry level there is more
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variance with some Ministries (e.g. MWTI) exceedthgir original budget and others under
spending (e.g. MPP). There is currently no infoiorabn expenditure payment arrears (to
suppliers), so actual expenditure may be undetsté@tepresent Government has no policy
on the required timeframe for payments to suppBerarrears cannot be monitored.

Comprehensiveness and transparefidye budget is fairly comprehensive and transparent
However, since no development expenditures areteh@n the financial statements there is
only a partial picture of resource utilization. Timaeliness of audited statements from public
bodies has improved with two key exceptions (Sawioports Authority and Samoa Ports
Authority).

Policy-based budgetingihe budget process for current expenditure isrtyrdeith Cabinet
approving the baseline estimates prior to the isgube budget circular. There are not yet
overall ceilings for both current and developmexgenditure, as the latter is largely donor
funded. Although projects should be appraised by-Mad approved by CDC, in practice
this has not always been done. There are ongoimqowvements to the budget process
including introduction of medium-term forecasts apitbting outcome based budgets with
greater emphasis on performance, improved linkagiés the SDS and sector plans and
greater coordination between planning, budget @hda@ordination.

Control in budget execution:

* Revenue administration is weak both in terms ofoeraging taxpayer compliance
through education and awareness activities, complegistration procedures and
enforcement of penalties. Debt collection has atsdeen actively pursued.

» Loans and guarantees are not yet approved in aooedvith agreed criteria and public
bodies sometimes go directly to Cabinet bypassirgFMMoF is developing a debt
management strategy and centralizing the recomfiadj debt to improve the situation.

* Reconciliation between payroll and personnel regasdhot done on a regular basis and
there are delays of 6 to 8 weeks when making pbaghainges. There has been no full
audit of the payroll system.

« Expenditure commitment controls are in place ancchmse orders cannot be raised
unless there is sufficient budget allocation, butré are concerns about ministries’
understanding of the commitment control systemraiging of unofficial orders.

* There is limited understanding of how an effeciivernal control system should operate
and the role of ministries in this process. The%0Qfre-audit by the Audit Office of all
payments extends a lengthy process and is linkéldet@roblems with delayed payment
of suppliers. This arrangement transfers respditgilfor data accuracy to the Audit
Office, which reduces their ability to conduct ipgadent audits.

Accounting and reportingfhe backlog in submission of public accounts hesnbremoved

and reconciliation of Government Bank accountsihgsoved with only one month delay.
Quality of data is also improving. Financial statams do not include information on
development expenditure/revenue (not required utieePFM Act).

External scrutiny and audihe ISP in the Audit Office together with incredgeersonnel
has improved the timeliness of audited financiateshents, particularly of public bodies.
Technical quality of audits is also being addres3dé® scope of audits is primarily financial
and annual coverage of ministries is less than %8%otal expenditure. The Office’s
independence, both operational and with respeittetdength of the Chief Auditor’'s contract
is a concern. Scrutiny of the Chief Auditor's anhugport is now done by the Business
Committee, and scrutiny of the budget and publicoaats is done by the Finance and
Expenditure Committee. Audit reports for individualnistries are not submitted, so the
ability to conduct in-depth hearings is constraiasdhey only receive summarised data.
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The final scores from the PEFA Assessment aretathas Annex 1. The findings from the
assessment were presented to Cabinet in Decemb@ra2@ after approval the Final Report
will be made available on the Ministry of Financebsite.

5.2

Debt Management Performance Assessment (DeMPA)

The Government also received assistance from W&dahk in undertaking a Debt
Management Performance Assessment (DeMPA). The fimdimgs from this assessment,
which was completed in April 2010, are as follows:

Strengths in governance in the area of debt managecan be found in the legal
framework. For example, the Public Finance Managgmet 2001 (PFMA) defines
the authority of the Minister of Finance to borrawthe name of the government, to
provide guarantees, and to incur on-lending traimas Issuance of both loans and
guarantees requires approval by the Cabinet wideMinister of Finance has to report
to the Legislative Assembly. However, the curregfidlation does not specify clear debt
management objectives and there are no requirenfentexternal audit of debt
management activities, policies and operations.

A draft debt management strategy (DMS), broadliiria with best practices, has been
prepared and is expected to be approved by then€adtortly.

No annual report, including evaluation of debt ngemaent activities, is prepared.
Similarly, debt management activities are not adlit

Some strengths were found in the area of coordinatiith fiscal policy since both the
debt management unit at the MOF and CBS providatanfor budget preparation and
execution. The government does not carry out its debt sustainability analysis.

Similarly, the mission identified some strengthgameling coordination with monetary
policy since access to CBS financing (overdrafy haceiling imposed by the Central
Bank Act 1984 and has been respected. But coordmatould be substantially
improved if exchange of information, for examplask flow forecasts, is made formal
and more effective. An agency agreement betweeME and the CBS is not in place
and its preparation would clarify roles and impraeerdination.

For external borrowing, the fact that legal adwssare involved in loan negotiations
shows some strength in this area. However, a bamgpwlan, including assessment of
the most beneficial/cost-effective terms, has gabdé prepared. Domestic borrowing is
negligible.

The government regularly makes use of overdrafth wWie banks, which indicates a
need to improve cash flow management. The abseheeToeasury Single Account
complicates cash management.

Debt recording and management system backups gertamt strengths. The external
auditor carries out a pre-audit of debt paymerds lilelps to reduce operational risk.

The registry system of public debt has up-to-daid secure records of holders of
government securities and constitutes a strong poithe management of debt records.
It should be noted that the number of outstandmgeghment securities is very limited.
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6. Future priorities for PFM Reform

Following receipt of the Final PEFA Assessment RepwF has been working on an update
to the PFM Reform Plan. This update takes into actssues identified from PEFA as well
as findings from a Debt Management Performance gss8ent and an Issues Paper on SOEs
submitted by the IMF Article IV missionHowever, it is important to emphasise that this
process had to be undertake with care to takeaictount the linkages between Divisions and
the need for a coherent strategy, which is fullyned by those responsible for the reform
areas. The PEFA assessment and other externalveexan provide guidance only. The
update of the PFM has been combined with a reviethe structure and staffing of MoF,
based on the proposals from a Ministry Retreatainudry 2010. In view of the proposed
development of a Finance Sector Plan, the drafatgpdf the Reform Plan includes both
short-terms actions to strengthen PFM over the ogn@ years as well as a longer-term
vision for actions to be achieved over the comingéars.

The proposed changes to the MOF structure inclueléallowing:
* Recruitment of a PFM Reform/Finance Sector Cootdina

» Establishment of a Procurement Division with an AC&nd Principal Officer under
Operations

» Establishment of a Systems Support Unit for Finaduee reporting to DCEO
Operations with trainers to strengthen systemsfigpia line Ministries

» Establishment of a Debt Management Unit within #e Coordination Division to
take responsibility for monitoring and advisinglmoth external and domestic debt

» Establishment of an Energy Sector/Climate Changedioation unit in EPPD

The consultations have led to the preparation fetidocuments: a draft update of the PFM
Reform Plan for MoF, a capacity building plan fooMfor the coming 2 years and proposed
adjustments to the structure of MoF. A detailedorefmas been presented to Cabinet with
these proposals. Following Cabinet endorsementut@ations will be required with the Chief
Audit Office, the Central Bank and MFR for theirpit as well as discussions on the
development of a Finance Sector Plan. The proposedion of the MOF structure and
creation of new posts will require the endorsenoénihe PSC.

The 2" phase of the Reform Plan will build on the achieeats from Stage 1 and will aim
to consolidate and sustain improvements to systerashieve fiscal discipline leading to the
following results:

 The development of Sector Plans across all Govemhrsectors and improved
performance monitoring with linkages to the budged the SDS.

» A strengthened budget process through integratiatewelopment partner funding in
budget estimates, improved performance measutesdito the SDS and sector plans,
and increased stakeholder consultation on budgmitpes.

* Increased responsibility and capacity of line Min€s to manage their accounting
functions and checks to ensure the accuracy ofidatee Finance One computerised
system.

* The establishment of a Systems Support Unit for ¢ffective management of
Finance One and training of officials to use thetemy.
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The introduction of a new government policy withadines for payments to
suppliers and monitoring of late payments.

Strengthened internal control systems and the dpwednt of a new internal audit
framework across Government to undertake risk amabnd systems audits.

The establishment of a Procurement Unit to adwvise assist the Tender Board and
provide support and training to line-ministries Gmvernment's new procurement
guidelines and templates

The introduction and implementation of the new D&tanagement Strategy and
Development Cooperation Policy

Development of a Communications Strategy to stiemtconsultation and dialogue
on policy reform, investment planning and budgegtegy.

Key issues in the next phase of the PFM Reform Rifinnclude the following:

6.

Developing mechanisms and obtaining developmenh@asupport to strengthen
PFM capacity at line-Ministry level as part of sgbrogrammes

Developing closer linkages between the Public Adshiation sector, in particular
human resource management, and PFM

Obtaining high-level commitment to the PFM reformogess and improving
awareness of the PFM Reform Plan across Government

Constraints affecting Sustainability

The main constraints that have affected the implegai®n of the PFM Reform process are
as follows:

There continues to be a high turnover of Governnmparsonnel, which tends to
undermine the objectives of capacity building amanplicates the introduction of
new procedures and systems. Over the past yeanbhanwf key personnel have left
MoF or moved to new positions within the organiaati Retention of personnel in
key positions is a major concern for the sustalitgtnf PFM Reforms. To mitigate

this problem MoF is planning to strengthen supporn the human resource function
of corporate services in succession planning, itildndraining, job evaluation and
reinforcing the use of procedures and training rénu

It has proved difficult to sustain the pace of refowhen taking account of the
existing workload for Government staff. Planninglamplementing reforms is time-
consuming and staff face difficulties in combiniredorm efforts with the day-to-day
work, which has to continue.

There has been limited higher-level support for PR&orm to date and there is also
limited awareness of PFM Reform as a crosscutsegé in line-Ministries. MoF has

submitted proposals to Cabinet to establish a l@gél coordination committee and

increase awareness of the PFM Reform Plan

The capacity limitations of PFM functions in linekNktries tends to constrain the
pace of reform efforts, which to date have beenenfocused on systems in MoF,
MFR and the CAO. In the next phase of the PFM Rmf@rogramme greater
emphasis will be placed on training, support andmoanication with line-Ministries.
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7. Capacity Building support for PFMR

One of the main advantages of the PFM Reform Pésnbieen the improved coordination of
capacity building support and development of sylesrgand complimentary activities to
support the overall reform process. The PFM hagetkelto guide decision-making of
capacity building support priorities in discussiongh interested partners. A number of
donors are supporting the PFM reform effort aofed

7.1 Public Sector Improvement Facility (AusAID and New Zealand Aid
Cooperation)

The PSIF has proved an extremely useful mechan@nfiiancing the major capacity
building support actions, which are developed adl by Government. PSIF is currently
financing technical support, training and studyrstattachments in the Chief Audit Office,
MoF and MfR. The PSIF capacity building for the CA«ll come to an end in December
2010. The phase 1 of support for PFM in MoF (2.58TSis scheduled to continue to mid
2011. The support for the Inland Revenue ServicdeurMfR (3.6m SAT) has just

commenced and is scheduled for a two-year peri@hdo2012.

7.2 PFTAC
The IMF PFTAC office has supported PFM Reforms e=stigd by Government in a number
of key areas including:

» Tax policy and legislation

* Improvements to the MTEF process

» Drafting of Updated Treasury Instructions
7.3 AusAID Partnership for Development

AusAID partnership funds have been committed thiholbigdget support to contribute to the
PFM Reform process, with releases linked to results

7.4  European Union

The EU is financing support for overall PFM Coomtion through a Budget Support
Adviser. They have also supported the two PEFAssssents and provide funding under
MoF management for local and international tecHrsc@port and financing of conferences
and workshops. Currently EU is funding local cotesuis to assist in training of
implementing agencies in the water sector to sthemgcapacity in procurement and contract
management using Government procedures.

7.4 ADB
ADB have provided technical support for strengthgninternal audit as well as support for

the development of the SERF model in 2009 and umpglgiroject and sector planning
guidelines. ADB has also provided technical asse#ao review the internal audit function
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in MoF and deliver training and on-the-job supgorundertake a systems audit focused on

the payroll.

7.5

World Bank

The World Bank has provided support for the Debhltgement Performance Assessment as
well as drafting of the new procurement manualdglimes, and templates.

7.6

The future capac

Future Capacity Building Priorities

ity building priorities in MoF inde the following:

Area

Description of TA/Capacity Building Support

Procurement

Intermittent technical support to dewelapacity of the proposed ne
procurement unit

Accounts and IT

Systems Support expert to stremgthe management of the Finan
One software and establishment of a Systems Supjndtrt

EW

ce

—

Accounts Continued support to public accounts idicig emphasis on payro
adjustment to the chart of accounts and introdacté internationa
accounting standards

Budget Continued intermittent support to strengthdre MTEF, budge
performance monitoring and linkages to sector ptarsthe SDS

Aid Division TA, training and attachments to stgédmen capacity in Del
Sustainability Analysis and debt management

SOEMD Intermittent technical support to strengthmrporate governance
SOEs and improved performance monitoring.

EPPD Intermittent TA support to strengthen econcemnid financial modelling

EPPD & relevant Support for development of sector plans

Ministries

Internal Audit

Institutional review and developmeuit a strategic plan for intern
audit followed by intermittent TA to develop capgdn systems audit
and IT auditing tools.

w—

IT

Technical support for training on database managnt and analysis ¢
hardware constraints affecting Finance 1.

Df

Human Resourc

e Strengthening of human resources support to PFMidiigy induction

Management

training, job design and performance evaluation

Further details of the capacity building requiretsenill be developed along with an
Updated PFM Reform Plan in the first quarter of 201

ANNEXES:

Annex 1: PEFA Scores
Annex 2: Proposed Update for PFM Reform Actions
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ANNEX 1: INDICATOR SCORES FROM PEFA ASSESSMENT (2010)

PFM Performance Indicator

A. PFM-OUT-TURNS: Credibility of the budget
PI-1 | Aggregate expenditure out-turn compared to original approved budget A
PL2 * Composition of expenditure out-turn compared to original
approved budget
PI-3 | Ageregate revenue out-turn compared to original approved budget B
PI-4 | Stock and monitoring of expenditure payment arrears N/R
B. KEY CROSS-CUTTING ISSUES: Comptehensiveness and Transparency
PI-5 | Classification of the budget B
PI-6 | Comprehensiveness of information included in budget documentation B
PI-7 | Extent of unteported government operations D+
PL9 Ove_rsight of aggregate fiscal risk from other public sector entities (Public
Bodies)
PI-10 | Public access to key fiscal information
C. BUDGET CYCLE
C(i) Policy-Based Budgeting
PI-11 | Orderliness and participation in the annual budget process B+
PL12 *  Multi-year perspective in fiscal planning, expenditure policy D+
and budgeting
C(ii) Predictability and Control in Budget Execution
PI-13 | Transpatency of taxpayer obligations and liabilities C+
PI-14 | Effectiveness of measures for taxpayer registration and tax assessment C
PI-15 | Effectiveness in collection of tax payments D+
PL16 *  Predictability in the availability of funds for commitment of CH+1
expenditures
PI-17 | Recording and management of cash balances, debt and guarantees C+
PI-18 | Effectiveness of payroll controls D+1
PI-19 | Competition, value for money and controls in procurement Ct
PI-20 | Effectiveness of internal controls for non-salary expenditure D+
PI-21 | Effectiveness of internal audit D+
C (iii) Accounting, Recording and Reporting
PI-22 | Timeliness and regularity of accounts reconciliation C
PL23 *  Availability of information on resources received by service D
delivery units
PI-24 | Quality and timeliness of in-year budget reports C+7
PI-25 | Quality and timeliness of annual financial statements D+1
C(iv) External Scrutiny and Audit
PI-26 | Scope, nature and follow-up of external audit D+1
PI-27 | Legislative scrutiny of the annual budget law D+
PI-28 | Legislative scrutiny of external audit reports D+

Note: N/R = Not recordable (since there is no nwimg on late payment to suppliers)
Arrows indicate ongoing reform efforts
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ANNEX 2: Detailed Report on Progress by Componen®utput

Component 1: LEGAL & REGULATORY FRAMEWORK

OuTpPUT DESCRIPTION

PROGRESS TODATE

| SSUESARISING

FoLLow -UP ACTION

11

Updating Treasury Manuals with
summary of Division-level Manuals
and Integrated Budget Cycle
management (Dec 2010)

Work has commenced on updating manuals
the Budget and Accounts Divisions.

dt has been noted that Manual
are not being used/ referred to
Need to ensure that Manuals &
operational/practical and used
especially for induction/training
of new personnel. It has also
been agreed to put more
emphasis on training tools and
guidelines with a toolkit
approach in place of manuals

5 Technical support is
.required to achieve this
argbjective in all Divisions.
This issue to be raised ang
j agreed within the Task
Force to decide the way
forward.

1.2

Updating Treasury Instructions in
line with PFMA Act (2001) and
changes to work processes since th
introduction of Finance One — (Dec
2010)

Work has commenced on this with a consult
provided by PFTAC. A first draft has been
eprepared and is currently under review by a
technical committee established specifically fi
this task. The consultant will be returning to

Treasury Instructions.

afithere is need to review and
agree whether decision-makin
and procurement thresholds
pshould be adjusted.

Samoa in the first quarter to finalise the updated

Once finalized the
gdocument will need to be
formally approved. It will
be essential to ensure stro
ownership of the Updated
Treasury Instructions and
mechanisms for circulation
utilization and updating to
reflect changes overtime.

Component 2: REVENUE COLLE

CTION

OuTpPUT DESCRIPTION

PROGRESS TODATE

| SSUESARISING

FoLLow -UP ACTION

2.1

Restructure the tax administration
sectionsin the Ministry of Revenue
to improve efficiency and introduce

The restructuring process has commenced.
Progress will be linked to the MFR ISP, whicli
awill be implemented over the coming two yea

The deadlines for action need
be adjusted to give more time
reomplete the reforms.

to
to

new client orientation (Jun 2010)
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2.2 | Introduce anew database The PSIF support to MFR includes an expert|tdloR needs to analyse the
information system for income tax | review the RMS and develop an IT strategy | objectives/requirements for the

174

collection & monitoring with links to database information system in
ASYCUDA and Finance One. (Jun order to ensure that then RMS
2010) upgrade is the best option.

2.3 Develop future revenue targets and| A revenue policy expert is currently assisting| There will need to be close
forecastsas an input to the medium | MoF and MFR to building capacity in revenue collaboration between MfR and

term expenditure framework (Jun | forecasting MoF in building capacity in
2010) revenue policy and forecasting

Component 3: PLANNING AND PERFORMANCE MONITORING

OuTPUT DESCRIPTION PROGRESS TODATE | SSUESARISING FoLLow -UpP ACTION

3.1 | Finalise the Monitoring and EPPD has approved an annual review One of the main constraints | During 2011 EPPD will
Evaluation Framework for the mechanism for the SDS. A major mid-term | identified during performance commence planning for the
Strategy for Development of Samoaeview is currently under preparation reviews is the limited update of the SDS with close
(SDS) 2008-2012. — (June 2008) performance data from linkages to sector plans

sectors

3.2 | Ministries will be requiretb Sector Plans have been completed for 6 | A forum for meetings with | Initiate consultation with MNRE
develop sector-level medium-term sectors (Health, Education, Water/Sanitationsector coordinators has been on the development of an cross-
strategies(4-5 year) and prioritised Tourism, Law & Justice, Public Admin), are| established to facilitate cutting environment sector plan
plans based on SDS (Dec 2012) | currently being developed in 7 sectors communication and exchange

(including Trade, Finance, Energy, Transparpf experience
ICT, Agriculture & Community Dev) from a
total of 14 agreed sectors.

3.3 | Strengthepapacity in macro- An ADB TA has developed the SERF modelWith a number of key staff | EPPD to ensure capacity to
economic modellingof the national| This model is built in excel and is a powerfulleaving there are concerns | manipulate the model is
economy tool for forecasting and analyzing the macro-with regard to sustainability | broadened. Need to initiate a

economic situation when considering the process of coordination with oth
impacts of Government intervention. It was users (especially CBS and SBS

used for 2010/11 budget
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Component 4: IMPROVED BUDGETING

OuTpPUT DESCRIPTION

PROGRESS TODATE

| SSUESARISING

FoLLow -UP ACTION

4.1 | Strengthen thguality and The Budget Division is implementing reforms to th€hanges to the budget Develop a long-term vision
presentation of forward estimates | MTEF process including an increased focus on thg@rocess need to be carefully| for the budget reform
within three year rolling Medium- | impact of new policies and initiatives with part@u| planned and incremental to | process.
Term Expenditure Framework emphasis on recurrent cost impacts. ensure the normal budget
(MTEF) process is not disrupted
4.2 | Developloser linkages between | A new Performance framework with linkages to | The success in developing thé-urther short-term technical

the budget and the national and
sector strategiesand plans.

sector plans and the SDS was introduced on

basis in 2010/11. Full role out of this framewodsh
commenced in the 2011/12 preparation process.

Idinkages depends on the S
quality and roll out of sector

ap

quality medium terms plans it
may be difficult to define
outcomes.

facilitate the ongoing
plans. In the absence of goodreform efforts.

upport will be required to

Component 5: ACCOUNTING

OuTpPUT DESCRIPTION

PROGRESS TODATE

| SSUESARISING

FoLLow -UP ACTION

5.1

Remove thbacklog of work on
reconciliation of public
expenditure for the 2006/2007
financial year and introduce
mechanisms to prevent future
backlog of work. (Oct 2009)

This has been achieved with the support fromp &he high turnover of staff remains

Public Accounts expert. The 2009/10 were
submitted with 4 months from the end of the
as required by the legislation. All the main

Government accounts are reconciled on at legatcounts presentation

a weekly basis.

-Wacklog has highlighted other issu

major concern. The removal of the

relating to the quality of the public

es

a

5.2

Strengthen theapacity for cash
flow forecasting and monitoring
centrally within the Accounts
Division and at the Ministry level.
(Dec 2009)

A cashflow forecast template has been providdelurther efforts are required to

to line Ministries. A Cashflow Management
Committee met regularly during a period of
cash shortage but has since lapsed.

strengthen cashflow management
and reporting.

Cashflow committee to
be established with a
regular meeting schedule
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5.3 | Undertake aeview of the Finance | Following the 2009 review of Finance One | A systems support unit is required Obtain approval from
One accounting systento assess | there have been major improvements to Finahteoversee the management of the PSC to set up a Systemg
whether the software is performing One, both in terms of configuration and custonirinance systems and provide Support Unit.
according to Government’s current reports for users. A training facility is being | support to users
requirements (Dec 2009) established in MoF for users and line-Ministries

5.4 | Strengthen theonitoring of The Accounts Division have provided training The main problem with arrears MoF to develop a policy
domestic arrearsand ensure that | to line Ministries to strengthen monitoring of | relates to the lack of a Governmenton late payments to
the level of arrears is reduced over Debtors and use of Finance One for age Policy on timeframe for payments| suppliers and introduce
time, in particular for VAGST analysis. to suppliers monitoring of arrears.
refunds. (Dec 2010)

5.5 | Commenc@troduction of the GFS figures are currently being produced by | Will need to agree the content of | Some TA support will be

IMF Government Financial
Statistics (GFS) 200Xklassification
system (Jun 2011)

Statistics. It has been proposed to review
changes to the Chart of Accounts to bring the
in line with GFS and make other needed

the changes to Chart of Accounts
mwvell in advance and ensure
consensus on all changes before

changes in 2012/13 FY.

required to manage this
change process

introduction.

Component 6: PROCUREMENT

OuTpPUT DESCRIPTION

PROGRESS TODATE

| SSUESARISING

FoLLow -UP ACTION

6.1 | Approval and introduction of theew | Support was provided under a WB There are no procurement staff in| It has been proposed to
Procurement Guidelinestogether consultancy to draft new Procurement MoF to support the use of the establish a Procurement
with training of Ministry personnel | Manual, and Guidelines. The manual and guidelines. The DCEO and Budget Unit in MoF to monitor and
(Dec 2008) guidelines have been adopted by the Division support the Tenders support the procurement

Tenders Board and disseminated to line | Board and have insufficient time forfunction and support the
Ministries procurement issues Tenders Board
6.2 | Drafting and introduction of A 2™ consultancy under WB financing The templates need to be further | Identify technical support

standard tender and contract
formats for works, supplies and

services in line with the procurement guidelines.

guidelines and consistent with

international best practice (June 2009)

prepared templates for tenders and contr
that are consistent with the revised

actdapted to the Samoan context.
Technical support will be required
to achieve this

to further adapt templates
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Component 7: AID COORDINATION AND DEBT MANAGEMENT

OuUTPUT DESCRIPTION

PROGRESS TODATE

| SSUESARISING

FoLLow -UpP ACTION

[

N

7.1 | Include information odomestic | Domestic debt information has been recorded in Arrange further training on
debt within the current Debt DRMS and a format has been developed for CS-DRMS through an
Recording Databasewith the presenting overview of the overall debt exchange visit with PNG o
objective of providing a complete situation. A Debt validation for the external loan Solomons
report on both external and portfolio with support from the Commonwealth
domestic debt to Cabinet and | Secretariat was undertaken in Nov'09.
parliament (Jun 2009)

7.2 | Develop newgovernment policy | A Medium Term Debt Strategy and Recommendations for follow up | Prepare MoU with CBS on
on donor aid and debt Development Partner Cooperation Policy haveinclude: training on debt information sharing.
managementincluding budget | been submitted to Cabinet for approval. sustainability analysis, introduce @ Request WB for training o]
support as the preferred aid Treasury Bill programme for short| debt sustainability analysis.
modality and debt management term debt & an MoU with CBS on
controls for loan approvals and information sharing
domestic debt (Dec 2009)

7.3 | Includedonor funding in annual | Mechanisms have been put in place for the | More time is required in the budgetThere should be renewed

and medium term budget
estimatesand out-turn reports
(Jun 2009)

regular updating of information and forecasts
DP financing. These were shared with budge
the 2010/11 budget preparation process with
reports developed by IA. However, line-
Ministries failed to submit the templates as

gdrocess to allow follow up on

t Bubmission of donor project
templates. Action must be taken if
Ministries fail to provide the
information required.

required.

efforts to integrate donor
funding in the 2011/12
budget
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Component 8: INTERNAL AUDIT

OuTPUT DESCRIPTION

PROGRESS TODATE

| SSUESARISING

FoLLow -UpP ACTION

8.1 | Utilise the 2004 INTOSAI GuidelinesA PFTAC/ADB consultant provide support to| The ADB consultant has Further TA will be required
to review andstrengthen internal review the internal audit function and provide| recommended development of & assist in developing a
control standards and the role of training and support for systems audits. A strategic plan for the internal | strategic plan.
the Internal Audit Division in the systems audit of the payroll has been carried| audit function across
Ministry of Finance (June 2010) out. Government.

8.2 | The work programme of the Internal See above. See above. See above

Audit Division will placeincreased
emphasis on systems monitoring
and risk analysiswith the objective
of strengthening the overall control
framework (June 2010)

Component 9: CONTROLLER AND CHIEF AUDITOR

OuTPUT DESCRIPTION

PROGRESS TODATE

| SSUESARISING

FoLLow -UpP ACTION

9.1

Development aftandard manuals
and methodological guidelinesor
the Chief Auditor’s office as a qualit)
control mechanism (Dec 2010)

along with training/ capacity building support.
The staff have been provided with new skills

be completed by end 2010.

The ISP has been under implementation over
the past two years sand has made good prog
y New manuals and guidelines have been drafted

use of IT in the audit process. The ISP is due

ress.

for
to

Additional support to
ensure the capacity
enhancement is sustained
will be considered in Marclk
2011 after the ISP support
has been completed

I
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Component 10: MONITORING OF STATE OWNED ENTERPRISES

OuTPUT DESCRIPTION PROGRESS TODATE | SSUESARISING FoLLow -UpP ACTION

10. | Strengthen the capacity of tBOE An organization performance expert is currentlyhere is a need for

1 | Monitoring Division in provision of | developing a methodology for organization | confidentiality of performance
finance/business analysiand project| performance self—assessments by SOEs. Thiassessments especially in the
appraisal to support the improved | will be piloted in two SOEs (SWA and SSFA)| early stages in order to get the
performance of SOEs. in early 2011. support of SOEs for reform angd
improved performance
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