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INTRODUCTION

As the Chief Auditor for St Helena, | am required by section 22 of the Currency Ordinance to
report to the Commissioners of Currency my findings from the audit of the financial statements
of the Saint Helena Currency Fund.

The purpose of this report is to summarise for the Commissioners of Currency the key issues
arising from my audit of the Financial Statements for the year ended 31 March 2017 report
any material weaknesses in the accounting and internal controls that have come to my
attention during the audit.

AUDIT OBJECTIVES

The main objective of the audit is to form an opinion as to whether the Financial Statements
of the Currency Fund present fairly the financial position of the fund at 31 March 2017 and of
its financial performance and cash flows for the year then ended, and confirm that the Financial
Statements are prepared in accordance with the Currency Ordinance.

As part of my audit | carry out the following work:

e Examine, on a test basis, evidence relevant to the amounts and disclosures in the
Financial Statements.

e Assess any significant estimates and judgements made by the Fund in the preparation
of the Financial Statements.

¢ Assess whether the accounting policies are appropriate to the Fund’s circumstances,
consistently applied and adequately disclosed.

o Evaluate the overall adequacy of the presentation of information in the Financial
Statements to ensure compliance with International Public Sector Accounting
Standards (IPSAS).

¢ Report to you my opinion that the Financial Statements present fairly, in all material
respects, the financial position of the Fund, as at the accounting date and its financial
performance for the year then ended.

e Report to you such other information as | consider necessary or appropriate to assist
you in your consideration of the Fund’s accounts for that financial year.

e Submit for your consideration a Management Letter covering the audit undertaken.

My methodology for the collection of audit evidence is based on the Audit Manual of the Saint
Helena Audit Service (SHAS), which has been developed to reflect International Auditing
Standards (ISAs).

Although | am required under ISAs to consider the risk of material misstatement arising from
fraud, the purpose of my audit is not for the detection of fraud. Responsibility for the prevention
and detection of fraud rests with the Fund who should not rely on the external audit function
to discharge these responsibilities.

AUDITOR INDEPENDENCE

| confirm that myself as Chief Auditor, and the audit engagement team, have complied with
relevant ethical requirements regarding independence under the Code of Ethics issued by the
International Ethical Standards Board for Accountants (the IESBA Code).




There are statutory protections enshrined in the Saint Helena Constitution, in which the Chief
Auditor and staff of the Saint Helena Audit Service are not subject to the direction or control
of the Governor, the Executive Council or any other person or authority.

My staff have completed declarations of interest, and where there is an identified conflict,
appropriate safeguards are applied. Through these ethical policies and specific threat
mitigation measures | am satisfied as to the independence and objectivity with which the audit
is conducted.

CHANGES TO ACCOUNTS AND SIGNIFICANT MATTERS

TRANSFER TO THE GENERAL REVENUES OF SHG

Two separate matters arose in regard to transfers between the Currency Fund and the
General Revenues of SHG. These separate matters relate to transfers under Section 17(d)
and 17(c) of the Currency Ordinance as set out in the following sections.

Section 17(d) of the Currency Ordinance provides that:

(d) if at the end of any financial year the General Reserve exceeds 10% of the
liabilities of the Fund, the Commissioners, with the approval of the Governor acting in
his or her discretion, may direct that the amount in excess of the said 10% is to be
transferred in whole or in part to the General Revenue of St Helena.

The balance on the Currency Fund General Reserve at 31 March 2017 exceeded 10% of the
demand liabilities but no request of was made of the Governor during the year 2016/17 to
make any transfer. Instead on 18 August 2017 the Financial Secretary sought approval for a
transfer of £0.5m to have retrospective effect so that it may be booked within the SHG and
Currency Fund accounts for 2016/17.

Notwithstanding any point of lawfulness on the retrospective application of a direction made
by the Governor under section 17(d), from an accounting perspective two types of events
are identified in IPSAS 14 Events after the Reporting Date:

(a) Those that provide evidence of conditions that existed at the reporting date
(adjusting events after the reporting date); and

(b) Those that are indicative of conditions that arose after the reporting date (non-
adjusting events after the reporting date).

In applying the IPSAS 14 it becomes clear that the requested transfer £0.5m from Currency
Fund to Consolidated Fund is discretionary rather than obligating and was not a condition
that existed at the reporting date. Moreover the standard requires that any dividend or
similar distribution declared after the reporting date shall not be recognized as a liability at
the reporting date. Such dividends or distributions are included in the notes in accordance
with IPSAS 1.

Management have accepted that the direction under section 17(d) must by definition be a
non-adjusting post-balance sheet event and accordingly the £0.5m transfer booked in the
draft accounts of the Currency Fund has been reversed.
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Section 17(c) does however provide that:

(c) any remaining surplus must be transferred to the General Revenue of St Helena,
but the Governor may direct that further allocation to the General Reserve may be
made out of such remaining surplus;

In terms of this provision a retained surplus was reported on the Currency Fund at 31 March
2017 of £29,907 which, in the absence of any direction from the Governor to the contrary,
must be transferred to the General Revenue of St Helena Government.  In this case there is
an automatic statutory requirement for this transfer to be made in the 2016/17 accounts from
the Currency Fund to the General Revenues of SHG. The Currency Officer has processed
this amendment.

PROVISIONS TO COVER A DEFICIT

The Currency Ordinance only provides detail on the calculation and distribution of a surplus
on the Currency Fund (section 17 and 18) — however there are no provisions as to how to
cover any in-year deficit arising on the Fund. The current presumption is that the deficit is
carried on the Surplus Account as a retained deficit until such time that subsequent surpluses
extinguish any retained deficit but this treatment does not have specific statutory backing.

Recommendation 1 The Currency Commissioners should consider
amending the Currency Ordinance so that it specifies how to deal with a
deficit when it arises.

UNQUALIFIED AUDIT OPINION

| base my opinion on the detailed audit work that we carried out in accordance with
International Standards on Auditing. In my opinion, the Financial Statements present fairly, in
all material respects, the Financial Position of Fund as at 31 March 2017 and its Financial
Performance and Cash Flows for the year then ended in accordance with IPSAS.

A copy of my Independent Auditors Report is included in Appendix 4.

CORRECTED MISSTATEMENTS

During the course of my audit, | identified some misstatements which | requested the Currency
Officer as management to correct. In recognition of your governance responsibilities as the
Commissioners of Currency | have scheduled these adjustments to the 2016/17 financial
statements in Appendix 1.

SIGNIFICANT DIFFICULTIES, IF ANY, ENCOUNTERED DURING THE AUDIT

No significant difficulties were encountered in the performance of the audit. The working paper
file prepared for the audit was of a good standard and the Currency Officer was responsive to
requests for information.
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WRITTEN REPRESENTATIONS

Written representations were requested and received from the Currency Officer in line with
those required by Auditing Standards. This included a specific representation in regard to
currency inventory held in sealed boxes.

GOING CONCERN

I have considered and reviewed management’s assessment that the Fund is a going concern.
| am satisfied that this assessment is appropriate based on discussions with the Currency
Officer as well as consideration of the Financial Position of the Fund, which was positive for
the 2016/17 financial year. In addition, the Currency Ordinance makes provision for the St
Helena Government to provide the appropriate relief measures (i.e. “balancing of the fund”),
should the total assets of the fund be less than its liabilities.

INTERNAL CONTROLS

Overall responsibility for maintaining adequate financial reporting systems and systems of
internal control, as well as for the prevention and detection of fraud, irregularities, and other
errors, rests with the Currency Commissioners.

FOLLOW UP OF PREVIOUS ISSUES

We have also followed-up previous audit recommendations. The table below sets out the
summary position on these recommendations in terms of those raised and those either closed
or remaining open and requiring further management response:

Financial statement Recommendation open | Recommendation closed
— action required — action completed

Audit 2014/15 1 0

Audit 2015/16 0 3

Total 1 3

We have reported open recommendations from prior periods requiring further attention from
management in Appendix 3 to this report.

ACKNOWLEDGEMENT

| acknowledge and thank the Corporate Finance staff for her assistance and co-operation
given to the Audit Service during the course of the statutory audit.

-

Phil Sharman
Chief Auditor
Saint Helena Audit Service

27 March 2018
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APPENDIX 1 - SCHEDULE OF ADJUSTMENTS

| identified the following misstatements during my audit and management have adjusted the
financial statements to correct these errors. The amounts indicated herein are both material
and immaterial.

Table 1: Adjustments to financial statements

Adjusted misstatement Statement of Financial § Statement of Financial
Performance Position
Dr Cr Dr Cr
Description £ £ £ £
1. Receivables — SHG 500,000
General Reserve 500,000
Being reversal of a non-adjusting
post balance sheet event .i.e.
transfer of funds to SHG general
reserve.
2. Retained Surplus 29,907
Receivables — SHG 29,907

Being transfer of any Currency Fund
surplus in line with Section 17 (c) of
the currency ordinance

Table 2: Adjustments to financial note disclosures

Description of correction Note affected Value of the error

Adjustments to disclose the significant Note 20 N/A
non-adjusting event regarding the transfer

of £500,000 from the Currency Fund to

the SHG Consolidated Fund approved in

August 2017.

Adjustment to enhance understand ability  Note 1 N/A
on Accounting policy Note (g) — Reserves

by changing the name Surplus Fund to

Surplus Account

Page | 7




"910Z |udy 9Z uo paseydind
spuog AINSEsl] JUBWUIBA0D N
‘poIsaAulal spuny snidins Jo w23

‘pus Jeah sy}
ioye palsaAul asam spuny sniding
‘S|lemeIpylM  papasoxs  UoIeINdJ
ojul Aduaund JO Bnss| ayj} se
‘91/510¢ ‘yeak Joud ay} Jo Jjey Jape|

oy} BuunNp OHS YIMm play souefeq
SUy) ul @esealoul ue sem aiay)

‘paisaAul spuny snidins
pue siseq Ajyjuow e uO palojuow
sl

O9HS Aq pemo ooueleq a8yl
pajuawajduwy
9|eoasaw} p asuodsay Ajuolid

"SjusWL)SaAUl Bulleaq 1salalul
ul pajsaAul aie spuny snidins |e 1ey)
aINsue pue So|geAIBIaI JO JUDWSISS
ainbas pjnoys sIauoISSILIWOY Sy} p|ay
sSpunj Wwouy suinyal 1saq ay) asljeal o
UOI}EPUBWILIOIIY

"OLIOD Ul 1S8I9UI
pajejal ay) buniapo} pun4 Aoualing
ay} yum ‘Asuouw a|p1 Juasaidal spuny
asay] ‘pung Asuaun)d ayj Jo jeysq
uo oHS Joj se papiebal aq ued
Yolym — g10c yole\ pue ¢0¢ ydiepy
usomiaq Apueouiubls umolb  sey
OHHS Aq pasmo spuny Jo aouejeq au| I
uoljeAlasqQ ©ON

SUVIA HOIldd NOYd SNOILVANIWINODO3IYH NIdO 40 dN MOT104 — € XIANIddV

“1eaA Buiuodau [ejoueuy 61./8102
9y} Ul passalippe aq [[IM Jojjew syl
djeosawl) ® asuodsay

W
Ayuonid

‘SasuUe || usym 1idolysp e yim [esp
0) Moy sayads }l jey) os ddueuIpIO
Rousaung ayy Bupuswe I1BpISUOD
pInoys sisuoissiwwod Aouaun) oyjl
UOJ}EPUBWILIODDY

juenbasqns jey swip yons
J0lep paulelal e Se palled S| JoIop

— (g1 pue /| uopoas) pun4 Aouaiing

‘Buppoeq Alojnjels o1109ds aAey
Jjou s80p Juswiead) Siyl INq Houop
paulelod Aue ysinbunxe sasn|dins
nun

syl eyl si1 uondwnsaid juaund
‘Buisue joyop Aue J9A0D 0) moy 0}
Se SUuOoISIAnOId OU ale a1y} Jaramoy

8yl uo snidins e jo uonpnquisIp
pue uonejnojed ay} uo |ieyap sapiroid
Ajuo eoueulpiO Adusun)d 8yl l
uoneAalasqQ ON

NV1d NOILOV ININWIODOVYNVIN ANV SNOILVANIWINOODIYH — Z XIAN3IddV




"1seliJes ay; sI Jarsyoiym ‘pouad Bunodal [eloueul) 1xau sy J0 pus oy} AQ JO ‘SYJUOW g UIYPM 8SaY} UO uae) _
9q pINoYs UOKOY "SWia}sAs |0Jjuoo [eussiul Jojpue Burodel jeloueuy jo Ajjlenb ay) arcidwi pinom yolym paynuspl senss|  WNIAAN |

"SUJUOW Z UIYIM 8S8Y}) UO UaXe) aq pinoys uonoy "suoljejnbel
JO S8OUBUIPIQ JUBA3IRJ Ypm aouelduioo-uou juesyiubis 1o sjosse Jaylo JO YSeo JO SSO| IO JO MSU ajelpawiul] HOIH

ssljuIold Jo uoluyag

910z Joqwaoa( Buie)s "siseq
[eNUUE UB UO PaMdIABI 8q |[IM SHSIY
Buipuayg

alebniw 0} sainseaw Buidujuapl pue sysu jenusiod Ajjuspl o) Buleqg aAnoslqo
9y "ssao0lid Juswssasse ysu e Buiwiopad J9pISUOD PINOYS SIBUOISSIWWOD)
8yl ‘pungd syl jo uonerado oyl page Aew eyl sysu |enualod yum
|[eap o0} paddinba Ajglenbape ale SIouoISSILIWO) Aduslng 3y} jeyjainsus 0]+

asjleuajew op Aay} ji way)

"SIQUOISSIWWOYD OM}
Aq paubis ale sul09 JO |[emelpyim sy}
10} SJBYONOA anss| pue uonisinbayy
‘9107 JoqWIBAON (] Wouy JodYd
UIAA )NeA 8yl wol) sulod JO anss|
Ay} 0] S19)al uolepuUBLLWLOIal SIY|

pajuswajdwj

"80UBUIPIO
fousuny By  yum  ooueldwod
Ul SISUOISSILLWIOD OM] Jses| e
Aq pazuoyjne ale Aouslino jo sanss| |je
Jey} 2INSUS PINOYS SIBUOISSILLWIOYD 3Y |

“JAUOISSIWWOY) Adualing
auo Auo Jo uopesuouyine ay}
UM apew alam (anjeA Moj Jo Jaqie)
sanss| Aoua.nd swos ey} paAlasqo
am — oaoueuipiQ Aouauny oy}
JO Z'G uonoag ypm aosue|dwos-uoN ¢

'S8X0q 9y} JO SJUSJUOI 3Y) JO
Amuapi ays jo Juesiubos ate ssasoud
3y} ul paAjoAul |le ey} 0B} 3y} Aqg
paosuapine ‘eouediyiubis Aue Jo Msu
e jJuasald jou so0p uoneAIasqo By}
1By} JUSJUOD 8Je SISUOISSIWLIWOD) 3y |

paso|9

‘Aadoud
payJew 9q PpNoys soxoq pajess
SJUNOD Ysed ainjn) JaISEd 9INsud O

"X0Q YOBa JO SJUSjU0? 9y} YsI|qelss
0] ynoip ¥ Bupjew paew Apood
alam Aojuanul Aousuno Buluieyuod
saxoq psojeas  jeyl  paAIasqo
9M JUNnod yseo pud Jedh ay} buung ¢




APPENDIX 4 - DRAFT AUDIT REPORT

SAINT HELENA AUDIT SERVICE

External Auditors
INDEPENDENT AUDITOR’S REPORT
To the Commissioners of Currency
Report on the Audit of the Financial Statements
Opinion

| have audited the Financial Statements of the Currency Fund (the Fund), which comprise the
Statement of Financial Position as at 31 March 2017, and the Statement of Financial Performance,
Statement of Changes in Net Assets, and Statement of Cash Flows for the year then ended, and
notes to the Financial Statements, including a summary of significant accounting policies.

In my opinion, the accompanying Financial Statements present fairly, in all material respects, the
financial position of the Fund as at 31 March 2017, and its financial performance and its cash flows for
the year then ended in accordance with International Public Sector Accounting Standards (IPSAS).

Basis for Opinion

| conducted my audit in accordance with International Standards on Auditing (ISAs). My
responsibilities under those standards are further described in the Auditor's Responsibilities for the
Audit of the Financial Statements section of my report. 1 am independent of the Fund in accordance
with the International Ethics Standards Board for Accountants Code of Ethics for Professional
Accountants (IESBA Code) and | have fulfilled my other ethical responsibilities in accordance with the
IESBA Code. | believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for my opinion.

Responsibilities of Management and Those Charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the Financial Statements in
accordance with IPSAS and for such internal control as management determines is necessary to
enable the preparation of Financial Statements that are free from material misstatement, whether due
to fraud or error.

In preparing the Financial Statements, management is responsible for assessing the Fund’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Fund or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Fund'’s financial reporting
process.
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Auditor’s Responsibilities for the Audit of the Financial Statements

My objectives are to obtain reasonable assurance about whether the Financial Statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes my opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these Financial Statements.

A further description of the auditor's responsibilities for the audit of the Financial Statements is located
at Annex A. This description forms part of my auditor’s report.

Phil Sharman CA CPFA
Chief Auditor

St Helena Audit Service
Post Office Building, Jamestown, St Helena Island, South Atlantic Ocean, STHL 1ZZ

27 March 2018
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Annex A to the Independent Auditors Report
Further description of the auditor’s responsibilities for the audit of the Financial Statements

As part of an audit in accordance with ISAs, | exercise professional judgment and maintain
professional scepticism throughout the audit. | also:

= Identify and assess the risks of materiai misstatement of the Financial Statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion. The
risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. '

= Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Fund’s internal control.

=  Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

=  Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the management'’s ability to
continue as a going concern. If | conclude that a material uncertainty exists, | am required to
draw attention in my auditor’s report to the related disclosures in the Financial Statements or,
if such disclosures are inadequate, to modify my opinion. My conclusions are based on the
audit evidence obtained up to the date of my auditor’s report. However, future events or
conditions may cause the Fund to cease to continue as a going concern.

= Evaluate the overall presentation, structure and content of the Financial Statements, including
the disclosures, and whether the Financial Statements represent the underlying transactions
and events in a manner that achieves fair presentation.

I communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that | identify during my audit.
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