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INDEPENDENT AUDITORS' REPORT

To the Director of Economic Planning
1st floor Administrative Building
Bay Street, Kingstown
Saint Vincent and the Grenadines

Report on the Financial Statements

Opinion

We have audited the financial statements of the OECS Regional Tourism Competitiveness Project SVG
IDA Credit No. 6001-VC, SVGRTCP-C-LCS-8 (the "Project"), which comprise the statement of receipts
and expenditure, statement of sources and uses of funds, the statement of the Designated Account and
project accounts and statement of cumulative investments for the period August 31, 2017 to December
31, 2018, and notes comprising significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the project as at December 31, 2018, and its financial performance and cumulative
investments for the sixteen-month period then ended, in accordance with the International Accounting
Standards using the Cash Basis IPSAS - Financial reporting under the Cash Basis of Accounting and the
World Bank guidelines.

Basis of Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit
of the Financial Statements section of our report. We are independent of the Project in accordance with
the ethical requirements that are relevant to our audit of the financial statements, and we have fulfilled
our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

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

Management is responsible for the preparation and fair presentation of this financial statements in
accordance with International Accounting Standards using the Cash Basis IPSAS - Financial reporting under
the Cash Basis of Accounting and the World Bank guidelines and for such internal control as management
determines is necessary to enable the preparation of financial statements that is free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Project'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 project or to cease
operations, or has no realistic alternative but to do so. Those charged with governance are responsible
for overseeing the project's financial reporting process.
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INDEPENDENT AUDITORS' REPORT (cont'd)

To the Director of Economic Planning
1st floor Administrative Building
Bay Street, Kingstown
Saint Vincent and the Grenadines

Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole isfree from material misstatement, whether due to fraud or error, and to issue an auditor's report thatincludes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that anaudit 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 theaggregate, they could reasonably be expected to influence the economic decisions of users taken on thebasis of these financial statements.

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

* Identify and assess the risks of material misstatement of the financial statements, whether due tofraud 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 our opinion. The risk of notdetecting 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.

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

o 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 Project's ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditors'
report to the related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditors' report. However, future events or conditions may cause the Project to cease to
continue as a going concern.

* Evaluate the overall presentation, structure and content of the financial statements, including thedisclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the plannedscope and timing of the audit and significant audit findings, including any significant deficiencies ininternal control that we identify during our audit.

BDO Eastern Caribbean
Chartered Accountants
Kingstown, St. Vincent and the Grenadines
January 2, 2020

2



OECS REGIONAL TOURISM COMPETITIVENESS PROJECT SVG IDA CREDIT NO. 6001-VC, SVGRTCP-C-LCS-8

Background

The objectives of the Project are to (i) facilitate the movement of tourists within the participating
countries (St. Vincent and the Grenadines, Grenada and St. Lucia) using ferries, (ii) improve selected
tourism sites, and (iii) strengthen implementation capacity for regional tourism market development.

The Project finances the following four components:

o Component 1: Facilitation of the Movement of People
o Component 2: Pilot Tourism Infrastructure Investments
o Component 3: Market Development and Promotion Capacity Building
" Component 4: Project implementation Support

Component 1: Facilitation of the Movement of People
This Component aims to strengthen regional integration and facilitate movement of people in the region
through: (a) support for developing a single regional space for immigration and customs entry of
international tourists; and (b) development of a pilot ferry system through technical assistance,
information technology and small infrastructure improvements.

Component 2: Pilot Tourism Infrastructure Investments
The intervention in the selected pilot tourism sites is the reinforcement of marine-based tourism and
rehabilitation of Fort Charlotte.

Component 3: Market Development and Promotion Capacity Building
This component aims to (a) support the refinement and operationalization of tourism plans and (b) develop
a regional market development effort to position the participating countries as one travel destination.

Component 4: Project Implementation Support
This country-specific component would support the overall project implementation, including:
(a) Capacity building of the Project Coordination Unit (PCU) or the Public Sector Investment Program
Management Unit (PSIPMU) and implementing agencies on project management, procurement, financial
management (FM), safeguards, and monitoring and evaluation (MEtE); (b) Consulting services for project
audit if needed; and (c) technical assistance support to carry out a robust impact evaluation, to measure
the impact of the project on jobs in a gender disaggregated way.
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OECS REGIONAL TOURISM COMPETITIVENESS PROJECT SVG IDA CREDIT NO. 6001-VC, SVGRTCP-C-LCS-8

Audit Objectives

The overall objective of this engagement is to allow the auditor to express a professional opinion on the
financial position and performance of the projects at the end of the period audited and to report on the
adequacy of the internal controls. The engagement will include a special purpose audit of the Project,
including the resources provided by the Bank and any other sources of funding. The Bank funds shown in
the Project financial statements should be reconciled with the Bank funds included in the entity's financial
statements through a note to the financial statements. Notes to the Financial statements should clearly
state the exchange rate used to convert the local currency into the USD.

The specific objectives of the audit are to:

" Issue an opinion as to whether the Project financial statements, including all relevant Designated
Account (DA) reconciliations, present fairly, in all material respects, the financial position of the
Project, the funds received and the disbursements made during the period audited, as well as the
cumulative investments at the end of the period, in accordance with international accounting
standards and the requirements of the respective agreements with the Bank.

i Issue an opinion on whether the supplementary financial information for the Project is fairly
presented, in all material respects.

* Issue a report with respect to the adequacy of the internal control structure of the implementing
institution in regard to the Project. This evaluation should also include the internal controls related
to the contribution of counterpart funds for the Project. For this purpose, the report/management
letter will be based on an assessment of internal controls, which will take place at mid-year for each
auditable year of Project execution.

o Conduct audit of 100 percent of the expenditures including those which were claimed under
retroactive financing, and provide separate audit opinion about the eligibility of those expenditures.
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OECS REGIONAL TOURISM COMPETITIVENESS PROJECT SVG IDA CREDIT NO. 6001-VC, SVGRTCP-C-LCS-8
Statement of Receipts and Expenditure
For the sixteen-month period August 31, 2017 to December 31, 2018
(Expressed in United States Dollars)

2018
US$CASH RECEIPTS

Funds received from the World Bank 68,800
Interest income 563
Total receipts 69,363

Expenditure

Component I - Facilitation of the Movement of People (2,069)
Component 2 - Pilot Tourism Infrastructure Investments (785)
Component 3 - Market Development and Promotion Capacity Building -
Component 4 - Project Implementation Support (29,600)
Total expenditure (32,454)

Surplus of receipts over expenditure for the period 36,909

APPROVED BY:

Recardo Frederick
Director of Economic Planning

Economic Planning and Sustainable Development Division
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OECS REGIONAL TOURISM COMPETITIVENESS PROJECT SVG IDA CREDIT NO. 6001-VC, SVGRTCP-C-LCS-8
Statement of Sources and Uses of Funds
For the sixteen-month period August 31, 2017 to December 31, 2018
(Expressed in United States Dollars)

Current period Cumulative
Notes Actual Current

US$ US$
Sources and uses of funds

RECEIPTS

World Bank

Designated account:
IDA CR No. 6001 -vc 6 68,800 68,800
Interest received 563 563
Total Receipts 69,363 69,363

Less: Payments (By Project Component)
Component 1 - Facilitation of the Movement of People 7 (2,069) (2,069)
Component 2 - Pilot Tourism Infrastructure Investments 8 (785) (785)
Component 3 - Market Development and Promotion Capacity
Building . .
Component 4 - Project Implementation Support 9 (29,600) (29,600)
Total expenditure (32,454) (32,454)

NET RECEIPTS 36,909 36,909

Represented by Bank Balances:

(i) USD Account

Opening balance as at August 31, 2017 - -

Add: Funds received from the World Bank 68,800 68,800
Less: Amounts transferred to XCD Account for disbursements (50,013) (50,013)
Closing balance as at December 31, 2018 18,787 18,787

(ii) XCD Account

Opening balance as at August 31, 2017 - -

Add: Amounts transferred from USD Account for disbursements 50,013 50,013
Add: Interest received 563 563
Less: Eligible expenditure (32,454) (32,454)
Closing balance as at December 31, 2018 18,122 18,122

Total Closing balance as at December 31, 2018 36,909 36,909
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OECS REGIONAL TOURISM COMPETITIVENESS PROJECT SVG IDA CREDIT NO. 6001-VC, SVGRTCP-C-LCS-8
Statement of the Designated Account and Project Accounts
For the sixteen-month period August 31, 2017 to December 31, 2018
(Expressed in United States Dollars)

DESIGNATED ACCOUNT RECONCILIATION STATEMENT
Loan No. IDA 6001-VC

US$ (total)
1 Total advanced by World Bank 68,800
2 Less: Eligible expenditure for the current period August 31, 2017 to (32,454)

December 31, 2018 documented by World Bank
3 Present outstanding amount advanced to designated account (1-2) 36,346

4 Balance of designated account per attached bank statement as at December 36,90931, 2018
5 Plus: Eligible expenditure for the current year documented after the period -

end
6 Plus: Total amount withdrawn and not yet claimed-

Plus: Amounts claimed in previous applications not yet credited at date of
7 bank statement

APPLICATION NO.
8 Subtotal of previous applications not yet credited

Less: interest earned (563)

9 Total Advance accounted for (No. 4 through No.9) 36,346

10 Difference (line 3 less line 9)
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OECS REGIONAL TOURISM COMPETITIVENESS PROJECT SVG IDA CREDIT NO. 6001-VC, SVGRTCP-C-LCS-8
Statement of Cumulative Investments
For the sixteen-month period August 31, 2017 to December 31, 2018
(Expressed in United States Dollars)

August 31, 2017 to Cumulative at
December 31, 2018 December 31, 2018

US$ US$
Investments

Component I - Facilitation of the Movement of People 2,069 2,069

Component 2 - Pilot Tourism Infrastructure
Investments 785 785

Component 3 - Market Development and Promotion
Capacity Building -

Component 4 - Project Implementation Support
29,600 29,600
32,454 32,454
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OECS REGIONAL TOURISM COMPETITIVENESS PROJECT SVG IDA CREDIT NO. 6001-VC, SVGRTCP-C-LCS-8
Notes to the Financial Statements
For the sixteen-month period August 31, 2017 to December 31, 2018
(Expressed in United States Dollars)

1. Objectives and nature of the project

These financial statements reflects the resources managed by the OECS Regional Tourism
Competitiveness Project SVG IDA CREDIT NO. 6001 -VC, SVGRTCP-C-LCS-8 Project team, under the
Ministry of Finance, Economic Planning, Sustainable Development and Information Technology,
located in Kingstown, St. Vincent and the Grenadines.

The objectives of the Project are to (i) facilitate the movement of tourists within the
participating countries (St. Vincent and the Grenadines, Grenada and St. Lucia) using ferries, (ii)
improve selected tourism sites, and (iii) strengthen implementation capacity for regional tourism
market development.

2. Basis of preparation

The accounting policies set out below have been applied consistently to the period presented in
these financial statements.

(a) Statement of compliance

These financial statements are prepared in accordance with International Accounting
Standards using the Cash Basis IPSAS - Financial reporting under the Cash Basis of
Accounting and the World Bank guidelines.

These financial statements were approved by the Director of Economic Planning on
December 20, 2019.

(b) Basis of measurement

These financial statements have been prepared on the historical cost basis.

(c) Functional and presentation currency

These financial statements are presented in United States dollars, which is the Unit's
functional currency. All financial information presented in United States dollars have
been converted from Eastern Caribbean dollars at an exchange rate of 2.6882. Amounts
in the financial statements have been rounded to the nearest dollar.

(d) Use of estimates and judgments

The preparation of financial statements requires management to make judgements,
estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ
from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimates are revised and
in any future periods affected.
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OECS REGIONAL TOURISM COMPETITIVENESS PROJECT SVG IDA CREDIT NO. 6001-VC, SVGRTCP-C-LCS-8
Notes to the Financial Statements
For the sixteen-month period August 31, 2017 to December 31, 2018
(Expressed in United States Dollars)

3. Significant accounting policies

(a) Foreign currencies

Foreign currencies are translated into United States dollars at the rate of exchange ruling
at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies at the reporting date are translated into United States dollars at the exchange
rate ruling at that date. Foreign exchange differences arising from translation are
recognised in the statement of sources and uses of funds and accumulated investments.
Non-monetary assets and liabilities denominated in foreign currencies, which are stated
at fair value are translated to Eastern Caribbean dollars at the foreign exchange rate
ruling at the date the fair value was determined.

(b) Receipts

Funds received are recognised on the cash basis that is when received.

(c) Expenses

Expenses are recorded on a cash basis, that is at the time of payment instead of when
incurred.

4. Restricted use of funds

The Credit Agreement requires that funds available in the account be restricted to the Project
uses only.

5. Cash resources

2018
US$

Bank of St. Vincent and the Grenadines - USD Account 18,787
Bank of St. Vincent and the Grenadines - XCD Account 18,122

36,909

6. Request for reimbursement

Submissions of requests for reimbursement during the period August 31, 2017 to December 31,
2018.

Application dates Application amount Less bank charges Amount received
US$ US$ US$

68,800 (8) 68,792
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OECS REGIONAL TOURISM COMPETITIVENESS PROJECT SVG IDA CREDIT NO. 6001-VC, SVGRTCP-C-LCS-8
Notes to the Financial Statements
For the sixteen-month period August 31, 2017 to December 31, 2018
(Expressed in United States Dollars)

7. Component 1 - Facilitation of the Movement of People

August 31, 2017 to Cumulative at
December 31, 2018 December 31, 2018

US$ US$
Technical and Structural Design: Lot 1 -
Cruise Ship Terminal 1,745 1,745
Technical Assistance to review standards for
water transportation 324 324

2,069 2,069

8. Component 2 - Pilot Tourism Infrastructure Investments

August 31, 2017 to Cumulative at
December 31, 2018 December 31, 2018

US$ US$

Design and Supervision - Forte Charlotte 328 328
Technical Assistance for the management 457
and marketing of Fort 457

785 785

9. Component 4 - Project Implementation Support

August 31, 2017 to Cumulative at
December 31, 2018 December 31, 2018

US$ US$

Project Coordinator 16,699 16,699

Procurement and Contract Management
Specialist 568 568

Training, Regional meetings 5,666 5,666

Project Launch 2,135 2,135

Operating expenses 4,532 4,532

29,600 29,600
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OECS REGIONAL TOURISM COMPETITIVENESS PROJECT SVG IDA CREDIT NO. 6001-VC, SVGRTCP-C-LCS-8Notes to the Financial Statements
For the sixteen-month period August 31, 2017 to December 31, 2018
(Expressed in United States Dollars)

10. Committed payments

Committed payments relate to expenditure for transactions in respect of activities within thecontract period that were incurred and biLLed within the contract period and settled in thesubsequent period. The total committed payments as at December 31, 2018 amounted toUS$10,740.

11. Financial instruments

(a) Fair value

Due to the short-term nature of certain financial instruments, the Project is of theopinion that their carrying value approximates fair value. These financial instruments
include cash and bank.

The estimates of fair values presented herein are subjective in nature and do notnecessarily indicate the amounts the Project could realize in current market exchange.Assets such as prepaid expenses are excluded from fair value. Thus, the total fair valueamounts cannot be aggregated to determine the underlying economic value of theProject.

(b) Credit risk

Credit risk represents the accounting Loss that would be recognised at the reporting dateif counterparties failed completely to perform as contracted.

To reduce exposure to credit risk, the Project performs ongoing credit evaluations of theprevailing financial conditions. Although the Project is exposed to credit-related Lossesin the event of nonperformance by counterparties to financial instruments, it does notexpect any counterparties to faiL to meet their obligations given their credit ratings.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROLS

To the Director of Economic Planning
Ministry of Finance and Economic Planning, Sustainable Development and Information Technology
OECS Regional Tourism Competitiveness Project SVG IDA Credit No. 6001-VC, SVGRTCP-C-LCS-8

We have completed our audit of the Financial Resources Managed during the period August 31, 2017 to
December 31, 2018 under OECS Regional Tourism Competitiveness Project SVG IDA Credit No. 6001-VC,
SVGRTCP-C-LCS-8. Our responsibility is to express an opinion on the Project's Internal Controls based on
our audit.

We conducted our audit in accordance with International Standards on Auditing, the World Bank
Guidelines and the Terms of Reference for the engagement. International Standards on Auditing and
World Bank Guidelines require that we plan and perform the audit to obtain reasonable assurance as to
whether the financial statements is free of material misstatement.

In planning and performing our audit, we considered the Project's internal control structure in order to
determine our auditing procedures for the purpose of expressing our opinion on the Statement of Sources
and Uses of Funds and not to provide assurance on the internal control structure.

The Project's management is responsible for establishing and maintaining an adequate internal control
structure. In fulfilling this responsibility, estimates and judgements by management are required to
assess the expected benefits and related costs of control procedures. The objectives of an internal
control structure are to provide management with reasonable but not absolute assurance that assets are
safeguarded against losses from non authorised uses or disposition and that transactions are executed
according to management authorization and are adequately recorded in order to permit preparation of
the financial statements in conformity with the Project Agreement.

Because of inherent limitations in any internal control structure, errors or irregularities may nevertheless
occur and not be detected.

For the purpose of this report we have classified significant policies and procedures relative to the
Project's internal control structure into the entity level controls, which is the overall general control
environment and specific control procedures which relates in various systems and application controls.
These included controls over procurement of goods and services, receipts and disbursements, cashbook
and bank account maintenance, the maintenance of proper accounting records and timely reporting of
management and financial information.

For each of the categories listed above, we obtained an understanding of the design and implementation
of controls and the relevant policies, procedures and guidelines established by management in respect
of the various controls in order to determine whether they have functioned efficiently during the period
under review and assess the control risks.

A material weakness is a reportable condition in which the design, implementation; or effectiveness of
elements of the internal control structure do not reduce to a relatively low level the risk that errors or
irregularities in amounts that would be material in relation to the financial statements being audited,
may occur and not be detected. Our consideration of the internal control structure would not necessarily
disclose at matters in the internal control structure that would be material weaknesses as defined above.



INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROLS (CONT'D)

To the Director of Economic Planning
Ministry of Finance and Economic Planning, Sustainable Development and Information Technology
OECS Regional Tourism Competitiveness Project SVG IDA Credit No. 6001-VC, SVGRTCP-C-LCS-8

We noted no matters involving the internal control over financial reporting audit operation that weconsider to be material weakness except as disclosed in our management letter.

BDO Eastern Caribbean
Chartered Accountants
Kingstown, St. Vincent and the Grenadines
January 2, 2020
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INDEPENDENT AUDITOR'S REPORT ON THE ELIGIBILITY OF EXPENDITURE

To the Director of Economic Planning
Ministry of Finance and Economic Planning, Sustainable Development and Information Technology
OECS Regional Tourism Competitiveness Project SVG IDA Credit No. 6001-VC, SVGRTCP-C-LCS-8

We have completed our audit of the OECS Regional Tourism Competitiveness Project SVG IDA Credit No.
6001 -VC, SVGRTCP-C-LCS-8 financed by Credit VCT-RS-001 for the period August 31, 2017 to December
31, 2018.

We conducted our audit in accordance with International Standards on Auditing, the World Bank
Guidelines and the Terms of Reference for the engagement. Those standards and the World Bank
Guidelines require that we plan and perform the audit to obtain reasonable assurance about whether the
Project has complied with the terms of the Project Agreements.

As part of obtaining reasonable assurance as to whether the financial statements is free of material
misstatement, we performed tests on the expenditures included in the Statement of Receipts and
Expenditure. This included testing the accuracy, eligibility, compliance with applicable Project
Agreements and internal control procedures.

In our opinion, the expenditures included in the Statement of Receipt and Expenditure are accurate and
eligible, the funds have been used only for Project purposes in accordance with the requirements
established in the Project Agreement.

BDO Eastern Caribbean
Chartered Accountants
Kingstown, St. Vincent and the Grenadines
January 2, 2020
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Government of SVG - IDA CR No. 6001-VC
Project # P152117
SVG: OECS Regional Tourism Competitiveness Project
Interim Un-audited Financial Monitoring Report
Statement of Expenditure
For the period August 31, 2017 to December 31, 2018
(Amounts in US$)

Quarter Cumulative TOTAL
IDA IDA IDA

Component: US$ US$ US$

1. Facilitation of the movement of people

Technical a structural design: Lot 1- Cruise ship terminal - - -

Technical and Structural Design: Lot 2 - Union Island 484 1,261 1,745

TA to support regional integration policies - - -

IT support for sail clearance system for ferries - -

TA to review standards for water transportation 324 - 324

TA to support govt E ferry operators dialogue - -

Grants manual for ferry operation

IT support for hard a software for ferry operation

Scanners a IT resources

Hard a software for ferry operation

Conversion of terminal from domestic to international: Lot 1- Cruise ship
terminal

Conversion of terminal from domestic to international: Lot 2- Union Island - - -

Gap financing for ferries - - -

Subtotal - Component 1 808 1,261 2,069

2. Pilot Tourism Infrastructure Investments
Design a Supervision: Anchorage site - - -

TA for preparatory studies- SVG Marine and STWC training

TA for participatory study and policy dev for anchorages - -

Design a Supervision: Forte Charlotte 328 - 328

Production of brochure - -

TA for the management and marketing of the Fort 457 - 457

Cafeteria furniture-Fort Charlotte - -

Production of brochures

Upgrade of Anchorage sites

Rehabilitation of Forte Charlotte

Craftsmen a Products - -

Subtotal - Com ponent 2 785 -785

4



Government of SVG - IDA CR No. 6001-VC
Project # P152117
SVG: OECS Regional Tourism Competitiveness Project
Interim Un-audited Financial Monitoring Report
Statement of Expenditure
For the period August 31, 2017 to December 31, 2018
(Amounts in US$)

Quarter Cumulative TOTAL
IDA IDA IDA
US$ US$ US$

3. Market Development Et Promotion Capacity Building

TA for sustainable Tourism Dev Plan

TA-Consumer centric technologies and IT solutions

TA for web design

TA for regional market development

TA- IT support for e-tourism

Goods for website

Goods for e-tourism

Trade Fair

Subtotal - Component 3

Component 4: Project Implementation Support

Project Coordinator 8,537 8,162 16,699

Ta- Impact evaluation specialist . .

Procurement Et Contract Management Specialist 568 - 568

Goods for project Coordination Unit

Training, Regional Meetings - 5,666 5,666

Project Launch - 2,135 2,135

Operating expenses 2,052 2,480 4,532

Subtotal - Component 4 11,157 18,443 29,600

Total 12,750 19,704 32,454
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ANNEX 2 TERMS OF REFERENCE

Terms of Reference (TOR)
OECS Regional Tourism Competitiveness Project SVG IDA Credit No. 6001-VC, SVGRTCP-C-LCS-8For the period August 31, 2017 to December 31, 2018

FINANCIAL AUDIT

GENERAL CONSI DERATIONS AND REQU IREMENTS

I. Basic Considerations for Audits of Projects Financed by the World Bank

These Terms of Reference provide the basic information needed by the auditor to obtain anunderstanding of the engagement, in order to prepare a proposal and to plan and perform the audit.However, this information must be complemented with that provided in the most relevant Bankpublications regarding auditing: the Guidelines on Annual Financial Reporting and Auditing for WorldBank-financed activities (The Guidelines). This publication constitutes the basic criteria against whichthe Bank will measure the quality of the auditor's work when performing the desk review of the auditreport. Furthermore, the "Guidelines" are specifically considered an integral part of the TORs.

11. Relationships and Responsibilities

The client for the audits is the Implementing Entities (IE) and the Bank is an interested party. A Bankrepresentative may participate in the entrance and exit conferences; supervise the work performed bythe auditors to ensure it complies with the terms of reference and the applicable auditing standards,and to provide comments on the draft audit report.

The IE is responsible for preparing all the financial statements and reports required, and for ensuringthat all the necessary records are available for the audit, that all the accounting entries andadjustments are made and that all the necessary actions have been taken to allow the auditorsto issue the final report of each project before May 3 1st each year.

The auditors should maintain on file adequate working papers for a period of three years after the endof the audit. During this period, the auditors should promptly provide the working papers requestedto the Bank.

Ill. Audit Background

During loan negotiations the Bank and the Borrower agreed that there would be annualindependent audits of each Project for the participating countries separately.

IV. Audit Objectives

The overall objective of this engagement is to allow the auditor to express a professional opinionon the financial position and performance of the projects at the end of the period audited and toreport on the adequacy of the internal controls. The engagement will include a special purpose auditof each Project, including the resources provided by the Bank and any other sources of funding. TheBank funds shown in the Project financial statements should be reconciled with the Bank funds includedin the entity's financial statements through a note to the financial statements. Notes to the FinancialStatements should clearly state the exchange rate used to convert the local currency into the USD.

6



IV. Audit Objectives (cont'd)

Audit of the Project: This special purpose audit must be performed in accordance with the
International Standards on Auditing issued by the International Federation of Accountants (IFAC),
and therefore must include the tests of the accounting records that the auditors consider necessary
under the circumstances. The specific objectives of the audit are to:

" Issue an opinion as to whether the Project financial statements, including all relevant Designated
Account (DA) reconciliations, present fairly, in all material respects, the
financial position of the Project, the funds received and the disbursements made
during the period audited, as well as the cumulative investments at the end of the
period, in accordance with international accounting standards and the requirements
of the respective agreements with the Bank.

* Issue an opinion on whether the supplementary financial information for the Project
is fairly presented, in all material respects.

o Issue a report with respect to the adequacy of the internal control structure of the
implementing institution in regard to the Project. This evaluation should also include
the internal controls related to the contribution of counterpart funds for the Project.
For this purpose, the report/management letter will be based on an assessment of
internal controls, which will take place at mid-year for each auditable year of Project
execution. This will permit early detection on any internal control issues to provide corrective
feedback to the IE prior to the carrying out of the end-year audit.

* Conduct audit of 100 percent of the expenditures those were claimed under
retroactive financing and provide separate audit opinion about the eligibility of those
expenditures.

V. Procedures and Scope of the Audit

The audit shall be performed in accordance with generally accepted auditing standards, which must be
compatible with the guidelines contained in the Bank publication mentioned above. Therefore, the
audit must include adequate planning, the evaluation and testing of the internal control structure and
systems and obtaining sufficient objective evidence to allow the auditors to reach reasonable
conclusions on which to base their opinions. In conducting their work, the auditors should pay special
attention to the following requirements:

* All Project funds - external or counterpart funds - should be used in accordance with the
conditions of the relevant financing agreements, with due attention to economy and
efficiency, and only for the purposes for which the financing was provided.

* Goods and services financed should be procured in accordance with the relevant
financing agreement.

* Implementing entities should keep all necessary supporting documents, records, and
accounts in respect of all Project ventures including expenditures reported via IFRs and
DA. Clear linkages should exist between the books of account and reports presented to
the Bank.

o Where a DA has been used, it should be maintained in accordance with the provisions of
the relevant financing agreement.

* Conduct audit of 100 percent of the expenditures those were claimed under retroactive financing,
and provide separate audit opinion about the eligibility of those expenditures.

o The Project accounts should be prepared in accordance with International Accounting
Standards consistently applied, and give a true and fair view of the financial situation of
the Project at the end of the period and of the resources and expenditures for the year
ended on that date.
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V. Procedures and Scope of the Audit (cont'd)

The audit should be performed in accordance with acceptable auditing standards, and therefore should
include the tests of the accounting records that the auditors consider necessary under the
circumstances. The auditors should be alert for situations or transactions that may indicate fraudulent,
wasteful or illegal acts and expenditures. If such evidence exists, the auditors must communicate the
situation simultaneously to a duty authorized representative of the Bank and to the Project
management, and exercise caution and due professional care in expanding their audit steps and
procedures related to illegal acts. Section 240 of the International Standards on Auditing provides
guidance on this respect.

VI. Other Responsibilities of the Auditor

The auditor should comply with the following requirements:

A. Conduct entrance and exit conferences with the Ministry of Finance, Economic
Planning, Sustainable Development and Information Technology (MoFESI) of St.
Vincent and the Grenadines.

B. Plan the audit work so that preliminary reviews can be conducted during the period
under review (including the first few months), with the purpose of evaluating the
systems of internal control and communicating to the implementing entity in a timely
manner any situations that merit the attention of management before the issuance of the
final audit report.

C. Independently reference the audit report before issuing it.

D. Obtain a Management Representation Letter in accordance with section 580 of the
International Standards on Auditing, signed by the management of the MoFESI.

VII. Audit reports

A. Audit Report on the financial statements of the projects

The auditor will submit an audit report for each project.

Once each audit has been completed, the auditors shall issue the respective report containing the
specific opinions and conclusions required. All the reports resulting from the audit of the Project
should be incorporated into one document. This report should be addressed and delivered to
the MoFESI one month before as per the requirements of the Financing Agreements so that
the audit report could be approved and sent to the Bank to comply with the requirements of respective
Legal agreements. The report(s) shall be issued in English, duty signed and bound, in original and 9
copies. The report for the Project should contain at least:

A. A title page, table of contents, a transmittal letter to the Director of Planning and a summary
containing the information required in the Guidelines.

B. The audit report and opinion on the Project financial statements, their corresponding notes and
supplementary information. Any costs that are not supported by adequate records or that are not
eligible under the terms of the loan agreement (questioned costs) should be identified.

C. The audit's report on the internal control structure for the Project. The report should disclose,
among other information discussed in the Guidelines, the reportable conditions (those
that have an impact on the financial statements), including the identification of material
weaknesses in the internal control structure of the implementing unit, as well as the
comments by the management of the Ministry of Economic Planning etc.
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D. This report should include a section on the follow-up of recommendations made in prior audits,
indicating the current status of the recommendations as corrected, partially corrected, or not
corrected. The deficiencies that still have not been corrected should be reported again in the
current audit report, along with the corresponding management's comments.

E. A summary of the main audit procedures performed for planning the audit, evaluating the internal
control structure, checking the figures included in the financial statements and other areas
subject to audit and for evaluating compliance with terms of the applicable agreements, laws
and regulations.

F. Provide a separate audit opinion on the eligibility of the expenditures claimed for retroactive
financing.

B. Management Letter

In addition to the audit reports, the auditor will prepare a "management letter," in
which the auditor will:

(i) Provide comments and observations on the notes to the accounts, accounting records,
systems, and internal controls that were examined during the course of the audit;

(ii) Identify specific deficiencies and areas of weakness in systems and internal controls and
make recommendations for their improvement;

(iii) Report on the degree of compliance of each of the financial covenants in the financing
agreement and give comments, if any, on internal and external matters affecting such
compliance; and

(iv) Communicate matters that have come to the attention during the audit which might
have a significant impact on the implementation of the Project.
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