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Chair’s Foreword

This report follows the Report of the Auditor-General of the Republic of Fiji — Audit
Report on Municipal Councils — December 2014. This is my sixth report as the Chair of
the Standing Committee for Public Accounts.

The report identified audit issues within seven town councils within the audit years
2009-2013. Due to the timeframes involved, most issues have been resolved.

Two serious outstanding issues involving Savusavu. Town Council and Ba Town
Council have been identified, and have been referred to FICAC for further investigation.
Letters of referral are attached in Appendix 1 of this report.

All responses received from Councils in 2017 have been attached in Appendix 2,
showing many of the issues raised during the audit process could have been addressed
at the time, rather than being reported on for a further 5-8 years. Both the Office of the
Auditor-General and the relevant Councils can reflect on this for the future.

What was clearly evident throughout this inquiry was the challenge for Council’s to
modernise accounting systems on limited resources. Transitioning to international
accounting standards, and transitioning all road assets to the Fiji Roads Authority, were
both major issues throughout the audit period. In correspondence received in 2017 and
2018, both these major challenges now look complete.

PAC has made one recommendation. In previous work, PAC has noted the general
improvements occurring across all-of-Government in public sector accounting involving
Ministries and Agencies. In Fiji, Councils have not been included in this process, and do
not have access to, or reporting requirements from, FMIS and the Ministry of Economy.

Standards, however, should be the same. It is still ‘other people’s money’ that is being
handled by Council’s, and standards of accounting and reporting need to improve. This
is more important, not less important, when resources are limited. No money can go
unaccounted for on a limited budget. ‘

PAC is of the view a major reason for public sector financial management improvement
across all-of-Government is due to the leadership role taken by central agencies in
strengthening human capacity alongside the new FMIS technology. It is the human
capacity improvement that is more important than technology improvement in improving
public sector accounting. This has taken a lot of combined work across all agencies.

Councils, and the central Department of Local Government can learn from this all-of-
Government process currently underway over the past five years. Leadership is
required from the Department in developing consistency in reporting, and capacity
building within each Council. The central Ministry of Economy can also provide full
support to the Department of Local Government to ensure this occurs.

In order to drive this reform process, PAC has agreed to host a two-day roundtable with
the Ministry of Economy, Department of Local Government, Office of the Auditor-
General, and key Council finance representatives, in order to ensure a process is in
place for the future that develops consistency of reporting and auditing, alongside



capacity building of key staff.

I would like to thank all involved in the hearings and submissions for this inquiry,
including all Council representatives and the Office of Audit General. As always, | would
like to thank the Members of the Public Accounts Committee namely: Hon. Mohammed
Dean, Hon. Alexander O'Connor, Hon. Aseri Radrodro, and Hon. Ratu Naigama
Lalabalavu, the alternate Members who made themselves available when the
substantive Members could not attend, and the secretariat.

L.

Hon. Ashneel Sudhakar
Chairperson




CHAPTER 1: Introduction

Background

Standing Order 109(2) (d) mandates the Committee to “...— including examining
the accounts of the Government of the Republic of Fiji in respect of each
financial year and reports of the Auditor-General, and for any other matter
relating to the expenditures of the Government of the Republic of Fiji or any
related body or activity (whether directly or indirectly) that the committee sees fit
fo review. The committee must only examine how public money has been dealt
with and accounted for in accordance with the written law and must not examine
the merits of the underlying policy that informs public spending”

This Report looks at the Report of the Auditor General on the Municipal Councils
for the year ended 31% December, 2014, Parliamentary Paper 1 of 2015.

Copies of the relevant Auditor-General’'s reports are available for perusal on the
Parliament website www.parliament.gov.fj under “Parliament Business”.

The following councils appeared before the Public Accounts Committee:
Tavua Town Council;

Savusavu Town Council;

Sigatoka City Council;

Nadi Town Council

Ba Town Council;

Nausori Town Council;

Lautoka City Council; and

Suva City Council
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Committee Recommendation

Due to the high number of issues raised by the Office of the Auditor-General in their
2014 report, and the high number of Council concerns about the same matters, the
Public Accounts Committee has agreed to hold a two-day roundtable meeting before
the end of the 2017/2018 financial year with the relevant Councils, OAG, Department of
Local Government, and Ministry of Economy, to clarify many of the issues raised, and
to ensure common (and consistent) practices occur in the future. PAC recommends
participation by all parties to progress relevant Town Council’s to the highest possible
standard of public sector accounting under the International Financial Reporting

Standard.

The Committee noted the continued release of Government grant to municipalities on a
regular basis whilst at the same time the municipal councils failed to adhere to the
requirements of the Local Government Act Section 51(1).




Committee Members

The Standing Committee on Public Accounts comprises the following Members of
Parliament:

Hon. Ashneel Sudhakar MP, Chairman

Hon. Mohammed Abe Dean MP, Deputy Chairman
Hon. Alexander O’Connor MP (Member)

Hon. Aseri Radrodro MP (Member)

Hon. Ratu Naigama Lalabalavu (Member)

During the Standing Committee’s meetings, the following alternate membership
arose pursuant to Standing Order 115(5):

Hon Ratu Suliano Matanitobua

Resource Persons

The Committee together with the officials from the Office of the Auditor General
conducts public hearings in the Parliamentary precincts. The officials that assisted
the Committee were:

OFFICE OF THE AUDITOR GENERAL:

Mr. Dineshwar Prasad
Mr. Jayant Ram

Mr. Amit Pal

Mr. Kuruwara Tunisalevu
Mr. Niraj Kumar

Ms. Unaisi Namositava
Ms. Nunia Michael

MINISTRY OF LOCAL GOVERNMENT, HOUSING & ENVIRONMENT:
Mr. Alipate Mataivilia

CONSULTANT(s)
Mr. Robert Oakeshott



_ TAVUATOWN COUNCIL

The Council was established after bemg declared a town in 1992 As at 2014 it had a
total of 253 ratepayers and 217 rateable properties in the town headed by an
Administrator and a Chief Executive Officer. The Council is responsible for the
provision and maintenance of a wide range of services for the benefit of the
ratepayers within the defined town boundaries. Such services are financed through
rates, fees and service charges. All capital projects are financed via external loans,
which are repaid by the Council using a special loan rate levied onto the ratepayers.

Audit Opinion

The audit of the financial statements of the Tavua Town Council for the year ended 31
December 2013 resulted in the issue of a disclaimer of opinion. The disclaimer of
opinion was given as the Council is a Municipal Council and its financial statements are
required to be prepared in accordance with International Financial Reporting Standards
for Small and Medium Entities (IFRS for SMEs). Since audit recommended the adoption
of IFRS for SME’s, the Public Accounts Committee (PAC) welcomes the Council
undertaking this reform.

The deficit in the General Fund Account decreased by $455,879 or 97 % in 2013
compared to 2012. The improvement in the deficit position was mainly attributed to the
decrease in depreciation costs as a result of transfer of roads, footpaths and drains to
the Fiji Roads Authority.

Net assets declined by $1,916,522 or 60% in 2013 compared to 2012. This was due to
a significant decline in property, plant and equipment by $1,935,773 or 61% as a result
of the transfer of roads to Fiji Roads Authority.

For the purpose of ascertaining and determining the unimproved value of rateable land,
every Council shall cause a valuation hereinafter called a general valuation, of all such
land to be made at least once in every six years. Audit noted the last valuation on
rateable land and building was done in 2002. The above anomaly indicates that the
rateable land and buildings does not reflect its true value. Consequently, the Council
may be charging lower land rates thus Council’'s revenues are not maximized.



_ SAVUSAVUTOWNCOUNCIL

The Council was established after being declared a town in 1972. As at 2014, it had a
total of 273 ratepayers and 495 rateable properties. The Council is responsible for the
provision and maintenance of a wide range of services for the benefit of the
ratepayers within the defined town boundaries. Such services are financed through
rates, fees and service charges. All capital projects are financed via external loans,
which are repaid by the Council using a special loan rate. Apart from these services
required from the Local Government Act, the Council also provides other services
such as collection of rubbish, cleaning of streets and Council drains and maintenance
of streetlights.

PLEASE NOTE: As referenced in Appendix 1, the Public Accounts Committee has
referred certain matters relating to Savusavu Town Council to FICAC for further
investigation. As such, these matters are not considered as part of this report.

Audit Opinion

The audit of the financial statements of the Savusavu Town Council for the year ended
31 December 2009 resulted in the issue of a qualified audit report. The issues qualified
are as follows:

1. Included in the current liabilities are un-identified land sales deposits amounting to
$427.456. The Council failed to provide records, listing or reconciliations to
substantiate these deposits. The audit was also not able to verify these deposits
with any other alternative procedures. It was also not able to verify the existence
and accuracy of these deposits. Accordingly, the Auditor General was not able to
satisfy himself if current liabilities are fairly stated in the financial statements.

2 Included in the rate debtor's amount (Note 3) is Native Land Trust Board (NLTB)
rates of $64,341. A letter dated 30 June 2005 from the Ministry of Local
Government, Housing, Squatter Settlement and Environment to all the Town Clerks
required that all rates outstanding in relation to NLTB be waived. The directive was
given following the amendments made to Local Government Act and specifically
with reference to section 60(1) (a) “Rateable land” which exempts NLTB land not
leased or licensed from paying general rates. The Council has not made any
adjustment to its rate debtors account to comply with the directive of the Ministry.

3. Additionally, the Council failed to provide documentary evidence to substantiate
accounts receivable from tenants of $32,006 and sundry debtors of $16,327.
Accordingly, the Auditor General was not able to satisfy himself if the total
receivable of $293,064 is fairly stated in the financial statements.

4. The Council has not provided any provision for doubtful debts for its rates debtors



totalling $293,064. If a charge of doubtful debts was recorded, it would result in a
decrease of net surplus in the Statement of Income and Expenditure of General
Fund. Accordingly, the Auditor General was not able to satisfy himself if the
receivables and net surplus amounting to $293,064 and $59,216 respectively are
fairly stated in the financial statements.

The Council recorded a surplus of $115,511 in 2009 compared to a deficit of
$8$72,260 in 2008. This was due to the increase in revenue by 12% and effective
control exercised over expenditure which resulted in a decline in expenditure by
22%.

The net assets recorded by the Council in 2009 increased by $36,210 or 153%
compared to 2008. This was mainly due to the increase in property, plant and
equipment by $51,662 or 8% in 2009.

Issues of concern in 2014 audit

1. Failure to produce documents for audit

For the purpose of any audit, an auditor may by notice in writing require any person to
produce any document of relevance to the audit. Unfortunately, the Council failed to
produce some important documents and records for audit (refer to Table 2.1 of the
Audit Report).

As at 31 December 2009, the Council's current liabilities exceeded its current assets by
$420,058, which was an increase by $5,170 from $414,888 as at 31 December 2008.
Continuous poor working capital will expose the Council to risk of going concern.
Additionally, the Council may face difficulties in settling its debts as and when they fall
due. The Council must consider ways to improve its working capital.

2. No approval to use funds from land dealings account

The Council may, with the approval of the Minister, from time to time transfer to the
general account any cash surplus remaining to the credit of any separate account which
the Council is obliged or authorised by law to keep shown the money’s accruing from
any public works or trading undertakings executed, maintained or carried on by the
Council or may transfer the whole or any part of such surplus to a separate account for
the maintenance or renewal of such works.

Review of movement in land dealing account revealed that $10,000 was withdrawn
through cheque number 223 and paid to Public Works Department for construction of
Shiu Chand Road. The audit was however not provided with the approval from the
Ministry of Local Government allowing the Council to use this fund for the road upgrade.



The anomaly implies that the Council has breached the Local Government Act
undermining the authority of the line Ministry. Unauthorised use of the cash from land
dealings account increases the risk of abuse of funds of a special purpose account. The
Council should ensure the approval to use the funds is obtained from the Ministry of
Local Government.

The Council should ensure that all reconciliations are accurate and that amounts or
balances recorded agree with the other records and the financial statement.

3. Un-alienated native land rates not adjusted

Native Land Trust Board (NLTB) rates on un-alienated land should be waived. A letter
dated 30 June 2005 from the Ministry of Local Government, Housing, Squatter
Settlement and Environment was sent to all the Town Clerks advising them that all
rates outstanding in relation to unalienated land administered by NLTB be waived. The
review of the rate receivable listing revealed that the Council has not made any
provisions in its rate debtors to account for this adjustment. The total rates levied in this
instance was $64,631 which is very significant compared to the total rates receivable of
$222.233. The receivable of $293,064 may not be fairly stated in the statement of
financial position.

4. Variance in revenue as per financial statements and VAT lodgements

Audit of the Value Added Tax of the Council revealed a variance of $37,008 in vatable
revenue between the financial statements and the VAT lodgements. The variance either
indicates that the Council has not disclosed all revenue subject to VAT in the VAT
lodgement or the Council has overstated the revenue in the financial statements. The
Council should investigate the variance above and ensure that all VAT related
transactions are identified and accounted properly.

5. No interest charged on outstanding rates

Any rates which are overdue shall bear interest at the rate of 11% per cent per annum
and such interest charges shall be included in the expression “rates”. Audit noted that
no interest was charged on outstanding rates on the following ratepayers.11% interest
is supposed to be charged on the balance at the end of the year. The Council has not
complied with the Manual of Accounts. Additionally, not charging of interest deprives
the Council of receiving additional cash flow. The Council should ensure that interest is
charged to all outstanding rates

6. Failure to exercise due diligence in selecting contractors

The audit noted that the Council failed to properly assess bidder's information in



awarding the streetlight contract during the financial year.

In 2009 the contract for streetlight repairs was awarded to Xpro Electrical Works. Upon
signing the contract, the Council noted that Xpro Electrical Works employees were
neither authorised nor competent to access the FEA pole and did not possess a
workman’s compensation policy.

In addition, the audit noted that following issues after review of the tender and
contractors’ files:

1. the second bidder to the contract was only rejected since it was geographically not
located in Savusavu;

2. the Contractor failed to clean streetlights as stated in the Contract;

the Contractor failed to attend to requests on time;

4. and the Contractor did not comply with OHS requirements. Failure to properly
assess bidders for contractual work could result in inefficient delivery of services to
the Council. Additionally, the Council may incur additional costs and time to align
loop holes in the contractual agreement.

L2
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| SIGATOKA TOWN COUNCIL

The Sigatoka Town Council was established in 1972 under the Local Government Act
which provides for the constitution of the town council and the manner in which it may
function, levy and collect rates, exercise powers and expand funds. The services
provided by the Council include the issuance of business licenses, cleaning,
maintenance and upgrading of infrastructure, sanitation services, lighting, drainage
and maintenance of parks and gardens. Revenue generated by rates, issuance of
business license and rents received from Council’s properties are used to finance the
above services as well as the administrative expenses of the Council.

Audit Opinion

The audit of the financial statements of the Sigatoka Town Council for the year ended
31 December 2013 resulted in the issue of a disclaimer of opinion. The bases for the
disclaimer of opinion are as follow:

1. The Council was unable to provide any supporting documentation to substantiate
the existence of sundry deposits amounting to $57,817 as stated in the Statement of
Financial Position. Accordingly, the Auditor General was not able to satisfy himself if
the sundry deposits balance is fairly stated in the Statement of Financial Position.

2. Sigatoka Town Council is a Municipal Council and the Financial Statements are
required to be prepared in accordance with the International Financial Reporting
Standards for Small and Medium Entities (IFRS for SMEs). The Council is yet to
comply with IFRS for SMEs as required for general purpose financial statements.

Accordingly, the audit was unable to determine the impact on the financial statements
of the Council if any, adjustment which may be necessary if the financial statements
were prepared under IFRS for SMEs.

The Council recorded a deficit of $505,677 in 2013; an increase of $327,257 or 183%
compared to the amount reported in 2012. This was mainly attributed to the increase in
other expenditure by $299,244 or 68%.

The Council recorded negative net assets of $114,814 in 2013 compared to a positive
net asset of $390,863 in 2012. The occurrence of a negative net asset is attributed to
the huge reduction in cash at bank by $510,240 or 77% due to a payment of $409,970
made to the Fiji Roads Authority.
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Issues raised by Audit

1. Non-Adoption of International Financial Reporting Standards for Small Medium
Enterprises

Every Council shall keep proper accounts and records which shall be kept in
accordance with the accounting standards approved by the Fiji Institute of Accountants.
Smaller Accounting entities will, following FIA’'s adoption of the IFRS for SME Standard
from 1st January 2011, need to comply with that Standard. The old Fiji Accounting
Standards (FASs) have been withdrawn. The audit noted that the Council failed to
prepare its annual financial statements under IFRS for SMEs. Thus, the annual financial
statements prepared are contrary to the instruction stipulated in section 47 of the Local
Government Act. The Council should work towards the adoption of IFRS for SMEs in
preparing the financial statements.

2. Lack of Separation of Duties

Separation of duties is an important form of internal control. Its objective is to ensure
that duties are assigned to individuals in a manner such that no one individual can
control a process from start to finish. It provides a complementary check by another
individual by allowing an opportunity for someone to catch error before a transaction is
fully executed and/or before a decision is made based on potentially erroneous data. In
addition, having adequate separation of duties reduces the ‘opportunity’ factors that
might encourage an employee to commit fraud or to embezzle. When the duties cannot
be sufficiently segregated due to the small size of a unit, it is important that mitigation
controls, such as detailed supervisory review of the activities, be put in place to reduce
risks.

The audit noted that the payments clerk/cashier is responsible for cash receipting,
preparation of banking, writing of cheques, preparing payment voucher, maintaining
and updating creditors and debtors’ subsidiary ledger, and maintaining and updating of
cash book. From the review of duties performed by the accounts officer, it was revealed
that there is no separation of duties in the area of receipting and banking. Furthermore,
no evidence existed that the officer's work was being reviewed and checked by an
independent authorised officer. The anomaly poses a risk in that cash could easily be
mismanaged and concealed without being detected.

The Council should separate the duties of receipting and banking and writing of
cheques and preparation of payments voucher, and ensure that there is supervisory
checks and reviews in the handling of cash.

12



3. Journal vouchers not supported

Journal voucher system is an important internal control measure to record and report all
accounting adjustments and transactions of non-cash in nature. All general journals
must be adequately supported with supporting documents.

The Council passed general journal entries in the general ledger during the year.
However, audit was not able to sight supporting documentation for general journals that
was selected for inspection. Further review of general journals revealed that the council
does not maintain journal voucher system for documenting and approval of the journal.

Non-preparation of supporting documents for journal vouchers increases the risk of
unauthorized or fraudulent entries passed in the general ledger to conceal fraud.

The Council should ensure that a journal voucher system is implemented to record all
non-cash transactions and accounting adjustments made during the year.

General Ledger

The book of the final entry is the ledger. Depending on the extent of mechanisation or
computerisation the ledgers may be handwritten or machines produced or even a
mixture of the both. It is not unusual to come across a general ledger kept by hand by
one person and personal or debtors and creditors ledgers produced by another person
on a machine. Where such subsidiary ledgers are kept, it is important to have control
accounts in the general ledger. However books of final entry such as ledgers and rate
registers and also the minute book should be retained indefinitely.

The accounting general ledger is a report that provides a detailed description of every
general ledger account and the transactions that make up the balance in that account.
The general ledger holds all the financial information used to create the income
statement and balance sheet reports, and serves several main purposes in the financial
operation of the business.

The review of the general ledger revealed the following anomalies:

a) Variances were noted between some revenue accounts as per financial statements
and the general ledger. The audit was informed by the Manager Finance that listing
was used to post entries in the financial statements. Audit was further advised by
Manager Finance that it is a past practice to prepare financial statements in this
manner.

b) Some debtors balance recorded in the debtors’ listings were paid off during the

financial year but were not updated.
c) A variance of $1,800 was noted between the monetary contribution balance

13



reported in the financial statements and the balance as per listing and general
ledger.

d) Variances were also noted between the opening balance of some debtor accounts
in the general ledger and closing balance as per the 2012 audited accounts.

e) Council was not able to provide evidence as how amount owed by DISMAC in 2012
of $27,318 was adjusted to nil balance in 2013. Audit did not cite any receipt of
payment from DISMAC or any approval for write off, of this debtor in 2013.

f) Review of Council’s property, plant and equipment (PPE) revealed that the Council
has no general ledger for (PPE). The audit further noted that posting to the financial
statement is done from the fixed assets schedule.

The errors and omissions from the general ledger for significant accounts increase the
risk of incorrect financial accounting. This increases the risk of the Financial Statements
being materially misstated. Furthermore, lack of proper audit trail may result in
manipulation of accounting data posted to the financial statements.

14



NADITOWNGCOUNGIL 7 s s e
The Nadi Town Council was established under the Local Government Act (Cap 125
Rev. 1985) and section 5 of the Subsidiary Legislation. The Nadi Town Council is
divided into three wards, Namaka, Martintar and Nadi. The Councils daily operations
are administered by the Special Administrator appointed by the Ministry of Local
Government. The services provided by the Council are issuance of business licenses,
cleaning, maintenance and upgrading of infrastructure, sanitation services, lighting,
drainage and maintenance of parks and gardens. Revenue generated by rates levied,
issuance of licences, rents received from Council properties and miscellaneous
revenue are used to finance the above services as well as to meet the administration
expenses of the Council

Audit Opinion

The audit of the financial statements of Nadi Town Council for the year ended 31
December 2012 resulted in the issue of a qualified audit report. The issues qualified are
as follows:

1. Included in property, plant and equipment (Note 4) are roads and footpaths with
written down value of $14,909,315 as at 31 December 2012. All Municipal roads
have been transferred to the Fiji Roads Authority (FRA) in accordance with the FRA
Amendment Decree 2012. Consequently, property, plant and equipment are
overstated in the financial statements.

2. Appropriate reconciliations and records were not provided to substantiate
miscellaneous debtors of $81,562 as at 31 December 2012. Additionally, there is an
un-reconciled variance of $212,042 between VAT receivable general ledger and
Statement of VAT account from FRCA. Accordingly, the audit was not able to satisfy
itself about the valuation and completeness of the receivables of $1,754,484 as
presented in the financial statements. Therefore, the audit was not able to confirm if
the accounts receivable balance is fairly stated in the Statement of Financial
Position.

3. There is an un-reconciled variance amounting to $6,418 between the cash at bank
as per the general ledger and the bank reconciliation statement for general fund
account. Additionally, cash at bank balance as per financial statement of $115,440
was not supported by general ledger. Accordingly, the audit was not able to satisfy
itself if the cash at bank is fairly stated in the Statement of Financial Position.

4. Included in current liability (note 7) are sundry deposits of $706,930 as at 31
December 2012. The Council failed to provide a detailed listing for these deposits.
Consequently, the audit was not able to perform necessary audit procedures or any
other alternative audit procedures to verify its existence and valuation. Accordingly,
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the audit was not able to satisfy itself if current liabilities of $1,270,385 are fairly
stated in the statement of financial position.

Un-reconciled variance of $722,823 exists between the Council’s rates listing and
the income statement in respect to general rates. Additionally, appropriate listings
and reconciliations were not prepared for Council's other revenues such as
Business and trading fees, Rental income and taxi and carrier charges.
Consequently, the audit was unable to satisfy itself regarding the completeness and
accuracy of these revenue accounts in the general ledger. Accordingly, the audit
was unable to satisfy itself if total income of $2,436,301 is fairly stated in the
statement of income and expenditure for general fund.

Without further qualifying the audit opinion, attention was also drawn to the following
matfters:

i

The value of parking meters has not been incorporated in the Statement of Financial
Position as at 31 December 2012. The audit was not to ascertain the value of these
items due to lack of supporting documentations.

Included in the Statement of Financial Position under Receivables is an account,
Enforcement, & Parking Meter Infringement amounting to $43,717. The Council has
not successfully obtained the legal rights over the receipts of the infringement fines
which are collected by Land Transport Authority. The Council is still negotiating with
LTA relating to this matter.

Included in Statement of Financial Position under Parking Meter Fund is Cash at
bank amounting to $62,471. The Council records this balance through a book entry
by adding the opening accumulated funds to the surplus made by Parking Meter
Account. The total is then subtracted from the General Fund Bank account to
determine Parking Meter cash at bank balance. The Council does not maintain a
separate cash book for this account.

The Council again recorded a deficit of $339,506 on its General Fund Account in 2012;
an increase of $253,286 or 294% compared to the deficit recorded in 2011. The
increase in the deficit amount was mainly attributed to increase in miscellaneous and
contingency expenditures by $173,193 and $82,076 respectively.

Net assets decreased by $339,506 or 1% in 2012 compared to 2011. The decrease
was mostly attributed to the decrease in property, plant and equipment by $338,572 or
1%.

16



Issues raised by audit

1. Roads, Drains and Footpaths not transferred to Fiji Roads Authority

Effective from 14 May 2012 all assets, interests, privileges, liabilities and obligation of
Municipal Councils in relation to municipal roads shall be immediately transferred to and

shall vest in the Authority without conveyance, assignment or transfer.

The audit noted from the review of Council’s property, plant and equipment that the
Council has not transferred the roads, drains and verges to Fiji Roads Authority (FRA)
as at 31 December 2012. The carrying amount of these assets is $14,909,315.

The Council has not complied with the Fiji Roads Authority (amendment decree) 2012.
Consequently, value of property, plant and equipment is overstated by $14,909,315 in
Council’s the statement of financial position.

OAG recommended Council should comply with the Fiji Roads Authority (Amended
Decree) 2012 and transfer all assets in relation to municipal roads to FRA. Additionally,
the Council should make necessary adjustments to its financial records after the
transfer. Council has done the necessary adjustments in the 2013 audit.

2. Bank Reconciliation

The bank reconciliation should be checked by the supervisor to determine its timely
preparation and that it contains no unusual entries requiring further investigation.

All cheques written by the Council and not presented to the bank after 6 months
becomes stale and should be written back.

Despite having the bank reconciliation prepared and presented during the monthly
meeting, the audit noted the following anomalies in bank reconciliation:

1. Independent reconciliation carried out noted that there was a variance of $4,474
between cash book reconciliation and bank reconciliation.

2. Monthly bank reconciliations for the months of March and July were not signed
by the Treasurer and Chief Executive Officer for the preparation and verification

of the balances.
3. Bank reconciliation for Westpac account number 9803171579 was not prepared.

The account had a balance of $170,714

The above findings indicate ineffective control over the preparation and review of bank
reconciliation. This may result in incorrect financial reporting and mismanagement of
Council funds.

17



3. Anomalies in Value Added Tax

The net amount receivable or payable in respect of VAT should be included as part of
accounts receivable or payable. Assets should be recorded net of VAT if the tax is
recoverable.

It is imperative that the Council’'s VAT account should be reconciled on a monthly basis
with the statement of VAT account issued by Fiji Revenue and Customs Authority. The
monthly reconciliations would allow the Council to identify and rectify the
understatement or overstatement of VAT input and VAT output in the VAT returns on a
timely basis.

The review of the VAT revealed the following anomalies;

Variance amounting to $212,042.21 was noted between the General Ledger and the
independent reconciliation carried out by audit with the Statement of VAT account
received from FRCA.

4. Discrepancies in debtors record

Every Council shall keep proper accounts and records which shall be kept in such
manner as may be directed by the Minister.

The following discrepancies were noted in the Accounts receivable balance amounting
to $1,760,706 reflected in the Financial Statement for the year ended 31 December
2012.

Included in Statement of Financial Position under Receivable is an account namely
Enforcement and Parking Meter Infringement amounting to $43,717. The Council has
not successfully obtained-the legal rights over the receipts of the infringement fines
which are collected by Land Transport Authority. The Council is still negotiating with
LTA relating to this matter.

Miscellaneous debtors amounting to $81,562 was not supported with documentary
evidence. According to the Manager Finance, this balance has been brought forward
from previous years. In addition, the audit noted that a general journal amounting to
$29,457.81 was passed to reverse the 2011 creditors. The journal vouchers and the
supporting documents were not provided for audit verifications.

The review of the ratepayers’ statement revealed that some ratepayers have credit
balances while some have large outstanding balances.

The copy of the rate notices for 2012 sent out to the ratepayers was not filed in the
ratepayers’ files.

Rent debtors increased by $36,881 or 134% in 2012, hence indicating that the Council
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policy for debt collection is ineffective Lack of appropriate documentary records for
enforcement and parking meter infringement and miscellaneous debtors account may
result in inaccurate financial reporting. Furthermore, the Council may find it difficult to

recover these deposit amounts in future.

Audit recommended all relevant documents should be produced for audit verification to
substantiate the figures reported in the Financial Statement, the internal control
procedures in the Accounts and Rate Collection division, specifically supervisory
checks should be strengthened to avoid above discrepancies, and that the Council
should ensure that any correspondence between the ratepayer and Council is filed in

the ratepayers file.

Council responded to this by confirming they have started filing all the correspondence
by the ratepayers into their individual files, and that the new Manager Finance has
designed the new journal voucher and a copy of the journal is filed in the journal file and
is also filed to the respective rate payers file. The yearly invoices are also filed in
separate rate payers file in the year 2013. Each rate payer will have relevant
documents in their file.
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 BATOWNCOUNCIL

Ba Town Council was establlshed under the Local Government Act (Cap 125 Rev
1985) and section 5 of the Subsidiary Legislation. The services provided by the
Council are issuance of business licenses, cleaning, maintenance and upgrading of
infrastructure, sanitation services, lighting, drainage and maintenance of parks and
gardens. Revenue generated by rates levied issuance of business licenses, rents
received from Council properties and miscellaneous are used to finance the above
services as well as to meet the administration expenses of the Council.

PLEASE NOTE: As referenced in Appendix 1, the Public Accounts Committee has
referred certain matters relating to Ba Town Council to FICAC for further

investigation. As such, these matters are not considered as part of this report.

Audit Opinion

The audit of the financial statements of the Ba Town Council for the year ended 31
December 2013 resulted in the issue of a disclaimer of opinion as follows:

1. The Council is a municipal council and its financial statements are required to be
prepared in accordance with the International Financial Reporting Standards for
Small and Medium Entities (IFRS for SMEs). The Council is yet to comply with IFRS
for SMEs as required for general purpose financial statements. Accordingly, the
Auditor General was unable to determine the impact on the financial statements of
the Council if any, adjustment which may be necessary if the financial statements
were prepared under IFRS for SMEs.

2. Included in the Statement of Financial Position is term loan of $2,632,926. As per
the Fiji Roads Authority (FRA) Decree 2012, all loans taken by the Council for road
purposes should be transferred to the FRA. Included in the term loan balance is loan
amount of $236,310 which the Council took specifically for construction and
maintenance of roads in Ba. As at 31 December 2013, the Council has not
transferred this loan balance to FRA. Consequently, the term loan balance of
$2,632,926 is not fairly stated in the financial statements.

Management attention is also drawn on the Council’s loan with Fiji National Provident
Fund of $2,302,855. As at 31 December 2013, the Council defaulted on its loan
repayment which is in arrears of $324,822.
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Issues identified by audit

1. Non — Adoption of International Financial Reporting Standards for Small Medium
Entities (IFRS for SMEs)

Every Council shall keep proper accounts and records which shall be kept in
accordance with the accounting standards approved by the Fiji Institute of Accountants.

Smaller accounting entities will, following FIA's adoption of the IFRS for SME Standard
from 1st January 2011, need to comply with that Standard. The old Fiji Accounting
Standards (FASs) have been withdrawn.

Audit noted that the Council failed to prepare its annual financial statements under IFRS
for SME. Thus, the annual financial statements prepared are contrary to the instruction
stipulated in section 47 of the Local Government Act.

2. Non-Transfer of Loan to Fiji Roads Authority

All loans taken in relation to construction or maintenance of roads by the Council will be
transferred to Fiji Roads Authority.

The Council has recorded a total term loan of $2,632,926 in its financial statements.
Including in that loan is loan balance of $236,310 which was specifically taken for the
construction and maintenance of roads. The Council has failed to transfer this loan
balance to the Authority as at 31 December 2013.

The Council has not complied with FRA decree 2012. Additionally, term loan in the
financial statements is not fairly stated. Council has indicated the delay was due to
other parties in the transfer, which subsequently occurred in early 2014.

3. Tavua and Ba end museum projects

The ledger account of each expenditure item or code should show the total budget
approved by the Council at any time. The normal progression is initial budget at the
beginning of the year, subsequent increases for additional needs and decreases for
funds wired to other programmes. It is also imperative that proper planning is carried
out before execution of any project.

The audit noted the following with respect to the creation of outdoor museums at both
ends of the town entrance from the Kings Highway; There was no evidence of approval
noted in the minutes of the Council to carry out this project; there was no feasibility
study carried out prior to carrying out this project. Consequently, the Council had to
remove the museum constructed at Tavua end as it was built on top of a sewer line and
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obstructed the railways for locomotive trains transporting sugar cane to the Rarawai
Mill; no approval was obtained from Fiji Roads Authority, Water Authority of Fiji and Fiji
Sugar Corporation (for Tavua end) for access, right of way and site permit for
construction; Improper records were kept by the Council for the cost of the construction
for audit verification. Discussion with the Accountant revealed that most materials used
in the project were provided by the general community of Ba free of costs. The Council
in turn supplied the labour and construction ideas from its workforce. However, no
evidence existed to substantiate these arrangements. The above anomalies indicate
improper planning by the Council in the construction of the Museum.

4. Anomalies in property, plant and equipment

There should be periodical survey or stock-take, at least once a year, to determine the
existence of the assets and their physical condition. At such surveys opportunity should
be taken to report on deteriorating condition of any item and the provision made for
proper maintenance, or even disposal to save further loss

Depreciation expense should be allocated to the asset across the year. Additionally, all
negative written down values of the property, plant and equipment should be
investigated and appropriate adjustment taken to adjust the difference.

The audit noted the following anomalies in the audit of property, plant and equipment;
the Council did not carry out a board of survey for its assets as required by the Manual
of Accounts for Municipal Council of Fiji; items of plant and equipment were not charged
depreciation for the whole year.

5. Breach in FNPF Loan

Audit noted that the Council made four monthly loan repayments during the year
instead of twelve. Consequently, a confirmation dated 30 June 2014 from the Fiji
National Provident Fund to audit stated that the Council had breached the term of the
mortgage by not meeting its repayment schedule. As at

31 December 2013 the loan was in arrears of $324,882.30 which incurred accrued
interest charge amounting to $199,423.

The Council has not complied with the loan agreement and would find difficulty in
obtaining any further financing assistance from the Fund in future. Additionally, the
Council could lose its assets pledged as securities if it continues to default on the loan
repayments.
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6. Value Added Tax

It is imperative that the Council’s VAT account should be reconciled on a monthly basis
with the statement of VAT account issued by Fiji Revenue and Customs Authority. The
monthly reconciliations would allow the Council to identify and rectify the
understatement or overstatement of VAT input and VAT output in the VAT returns on a

timely basis.

Our review of Council's VAT revealed a variance amounting to $100,388 between the
general ledger and the independent reconciliation carried out by audit with the
statement of VAT account received from FRCA.

The above variance indicates that no reconciliation was prepared during the year
between the general ledger and the statement of VAT account. Consequently, VAT in

the financial statements is incorrectly reported.
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NAUSORI TOWN COUNCIL £

The Nausori Town Council was estabhshed under the Local Government Act (Cap 125
Rev 1985) and Section 5 of the Subsidiary Legislation. As at 2014, Council had a total of
2,855 ratepayers and 1,109 rateable properties in the Town. The Council's daily
operations are administered by the Special Administrator appointed by the Ministry of
Local Government. The services provided by the Council are issuance of business
licenses, cleaning, maintenance and upgrading of infrastructure, sanitation services,
lighting, drainage and maintenance of parks and gardens. Revenue generated by rates
levied issuance of licences, rents received from Council properties and miscellaneous
revenue are used to finance the above services as well as to meet the administration
expenses of the Council.

Audit Opinion

The audit of the financial statements of the Council for the year ended 31 December
2011 resulted in the issue of a disclaimer of opinion. The basis for the disclaimer of
opinion is as follows:

1. Nausori Town Council is a municipal council and its financial statements are
required to be prepared in accordance with the International Financial Reporting
Standards for Small and Medium Entities (IFRS for SMEs). The Council is yet to
comply with IFRS for SMEs as required for general purpose financial statements.
Accordingly, the Auditor General was unable to determine the impact on the
financial statements of the Council if any, adjustment which may be necessary if the
financial statements were prepared under IFRS for SMEs.

2. The Council failed to provide a detailed Fixed Assets Register for audit.
Consequently, the audit was not able to perform necessary audit procedures to
substantiate the value and existence of property, plant and equipment (PPE).
Accordingly, the Auditor General was not able to confirm if PPE of $6,975,293 and
the relevant depreciation charge of $166,103 are fairly stated in the financial
statements. -

3. The Council's WINBIZ Rate System has not generated separate reports from 2007.
As a result, special loan rates and street light rates were not appropriately disclosed
in their respective accounts but included with general rates income in the General
Fund Account contrary to section 47(2)(b) of Local Government Act.

4. Included in the Statement of Financial Position — General Fund is cash on hand
amounting to $15,022. Reconciliation or supporting documents were not provided to
substantiate the existence of this amount at balance date. Accordingly, the Auditor
General was not able to satisfy himself if cash on hand is fairly reported in the
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financial statements.

5. Un-reconciled difference of $143,217 existed for sundry creditors and accrual (note
7) between the general ledger and subsidiary listing. Additionally, un-reconciled
variance of $96,054 also exists between the general ledger for VAT and
independent reconciliations of Statement of VAT account. The audit was not able to
resolve these variances through any other alternative audit procedures. Accordingly,
the Auditor General was not able to satisfy himself if the creditors and accruals of
$759,733 are fairly stated in the statement of financial position.

6. Included as part of current liability is sundry deposits of $163,196 (Note 9). The
Council failed to provide detailed listings or supporting documentation to
substantiate the existence and valuation of these deposits. Thus, the Auditor
General was unable to satisfy himself whether the sundry deposit of $163,196 is
fairly stated in the financial statements.

7. Stale cheques of $30,860 were not written back to cash at bank general ledger. The
Auditor General was not able to make the necessary adjustments to the account
due to unavailability of appropriate supporting documents.

8. The Council failed to provide any reconciliation or listing for the general rates
revenue of $1,220,886. Therefore, the Auditor General was unable to confirm if the
general rates are fairly stated in the statement of income and expenditure.

Council operation realised a deficit of $77,536 in 2011 compared to a deficit of
$194,667 in 2010. The improvement was mainly attributed to the increase in revenue

from rates by $612,529 (101%) in 2011 compared to 2010.

Council’s net assets decreased by $77,537 or 1 % in 2011 compared to 2010. This was
mainly attributed to the increase in trade creditors, accruals and provisions by $252,921
and a decline in investments by $158,480 during the year.

Issues identified by Audit

1. Non — adoption of International Financial Reporting Standards for Small Medium

Enterprises

Every Council shall keep proper accounts and records which shall be kept in
accordance with the accounting standards approved by the Fiji Institute of Accountants.

Smaller accounting entities will, following FIA’'s adoption of the IFRS for SMEs Standard
from 1st January 2011, need to comply with that Standard. The old Fiji Accounting
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Standards (FASs) have been withdrawn.

The audit noted that the Council failed to prepare its annual financial statements under
IFRS for SMEs. The annual financial statements prepared are also contrary to the
instruction stipulated in section 47 of the Local Government Act.

Council has been working towards shifting to IFRS for SMEs from 2012. It is expected
that from 2014 accounts shall be IFRS for SMEs adaptable. In 2012, the Treasurer had
drawn up a program which had all Council properties valued late in 2012. However,
work did not continue in second half 2013 due to management changes and work shall
be completed in 2014.

2. Failure to carry out bank reconciliation

It is necessary to have the cash book balance reconciled with the balance shown in the
banks records. This should be done at least once a month. Any continuing items
causing a difference between the two records should be investigated and resolved.

Audit noted that the bank reconciliations were not carried out for the Garbage fund,
Vehicle fund and Labourers fund accounts.

Non-preparation of the bank reconciliation is a significant breakdown in internal control
over cash at bank. Additionally, balance stated in the balance sheet could be misstated
due to errors or omissions not being detected on time.

Council has provided feedback they have been receiving Bank Reconciliation statement
with cash book balances in its standing Finance Committee meeting from 2012. In
2011, Council management had been working towards reforming the Finance
Department which included bringing structural adjustments to improve these areas.

3. Risk of debts becoming uncollectible

The Council should maintain an effective control on the collection of outstanding debts.
This will ensure that the Council debts are timely collected.

The review of the sample of rates receivables revealed that $164,906.52 or 7.29% of
the total rates receivable amount is outstanding for more than 90 days.

The above shows that the Council may have an ineffective debt collecting policy.
Additionally, the Council is exposed to doubtful debts.

Council has responded by indicating rates collection for 2011 had been improving
compared to previous years following an introduction of Rates policy guideline.
However, Council management noted that engagement of certain solicitors had become
a costly exercise and lawyers were claiming high fees for taking cases to court.
Emphasis on 2011 and 2013 (first half) had been to improve ratepayers’ awareness and
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collect rates. Defaulting ratepayers from the end of 2014 shall be taken through the
legal process and first chance shall be given to solicitors practicing in Nausori. The
Council has indicated the overall process of collection shall be strengthened and Local
Government Act Cap 125 shall be strictly adhered.

4. Discrepancies in the debtors records

Every Council shall keep proper accounts and records which shall be kept in such
manner as may be directed by the Minister.

The following discrepancies were noted from the review of Council's Accounts
Receivables for the year ended 31 December 2011; Debtor’s reconciliation for the year
was not prepared; Debtor's listings were not provided for outstanding rates, fees,
charges and rents.

a. Other receivables amounting to ($4,124) was not supported with supporting
documents. The above findings increase risk of incorrect financial reporting of
accounts receivable balance. Recommendations The Council should ensure that:

b. proper reconciliation of debtors is carried out by the Council so that variances
between records and general ledger are identified and addressed on a timely basis.

c. all relevant documents are produced for audit verification in order to ascertain that
the figures reported in the Financial Statement are not misstated.

d. It carries out its own inspection of individual debtor’s records on a regular basis so
that any anomalies are addressed on a timely manner.

e. the internal control procedures in the Accounts and Rate Collection division,
specifically supervisory checks should be strengthened to avoid above
discrepancies. '

Council has indicated they will commence a Subsidiary and General Debtors
reconciliation from August 2014.

5. Value Added Tax

Every registered person shall, on or before the last day of the month following the last
day of every taxable period, without notice or demand furnish to the Commissioner a
VAT return, in such prescribed form as may be approved by the Commissioner. It is
imperative that the Council's VAT account should be reconciled on a monthly basis with
the statement of VAT account issued by Fiji Revenue and Customs Authority. The
monthly reconciliations would allow the Council to identify and rectify the
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understatement or overstatement of VAT input and VAT output in the VAT returns on a
timely basis.

The review of the VAT revealed the following anomalies;

a. Variance amounting to $96,954 was noted between the General Ledger and the
independent reconciliation carried out by Audit with the Statement of VAT account
received from FRCA.

b. Monthly VAT reconciliations were not prepared by the Council in 2011.

c. The Council failed to maintain copies of the VAT Lodgement Form for the months of
August, October, and December.

d. Review of the vat lodgements/returns revealed that the VAT return were not lodged
for the months of February, March, April, May and June. In addition, there is no
evidence of VAT return being lodged on the VAT return form, as there is no stamped
“Received” from Fiji Revenue and Custom Authority on the VAT return form and
VAT return form is not properly filled.

Failure to properly process, account and lodge for VAT may result in incorrect financial
reporting and breach of statutory requirements. Furthermore, inaccurate and delay in
lodgement of VAT returns could result in unnecessary penalties being imposed by the
Fiji Revenue and Customs Authority.

The Council has indicated their VAT reporting has been upgraded since 2012.

6. Anomalies in the annual leave

A leave schedule in the prescribed form shall be kept in respect of every officer
included in the officer’s leave file. On the Leave schedule will be entered records of all
leave granted to the officer commencing from the date he first joined the service. This
leave schedule shall be produced upon demand for inspection by staff of the Public
Service Commission, the Auditor General’s Officer and Ministry of Finance. In the event
of resignation, termination of appointment on any grounds or death of an officer, he or
his representative shall be paid pro-rata compensation for, annual leave due to the
officer up to the date of his resignation, termination, or death.

The review of the annual leave records revealed the following anomalies:

a. Balance of annual leave days as per leave schedules maintained in the files does
not agree with the balance as per annual leave listing.

b. Employees who resigned or were terminated during the year had their annual leave
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balance compensation calculated for the whole year instead of pro-rata basis. The
anomaly may result in incorrect leave days used in determining the provision for
annual leave liability for the year ended thus increasing the risk of overpayment of
annual leave compensation to staffs.

Council has responded to these concerns by appointing a designated position to
reconcile and maintain leave details which shall be matched with the Finance section

on a quarterly basis.

9. Payments made to Abilesh Deo

Once it becomes apparent or is determined that supply of a particular item of stores or
service will exceed a certain limit approved by the Council ($10,000 is reasonable
amount in the present circumstance), a contract for the year or specific supply should
be considered. Every contract and every instrument in documents which a council is
lawfully empowered to execute shall be deemed to be duly executed by or on behalf of
the Council, if signed by the mayor or by the town clerk or by any one or more
councillors duly authorised in that behalf by any resolution of the Council. Audit noted
from the review of payment vouchers revealed that the Council engaged Abilesh Deo
for chamber cleaning, post cleaning and painting, drain cleaning, sweeping of Rewa
Bridge road patching, cutting grass The following discrepancies were noted during the

review of payments made to Abilesh Deo:

a. the Council failed to obtain three competitive quotations nor a tender was called
prior to the engagement of Abilesh Deo for the work carried out

b. The Council engaged Abilesh Deo without any agreement and paid $33,703.37. It
was also noted that the Council wrote a several cheques amounting to $14,411 to
Abilesh Deo and the remaining $19,292.37 to Abilesh Deo Maintenance. The
above anomalies increase high risk of fraudulent activities relating to procurement of
goods and services. Council has indicated this business is a small-scale enterprise
all round contractor, introduced to Council in early 2010 by the then Technical
Officer. In 2011, the business due to its availability had been given a few ad hoc
works to improve services to ratepayers. Jobs given were on a temporary basis and
discontinued from 2012. Ad hoc job scope included:

1) Grass cutting and drain cleaning in town and Davuilevu ward. Existing contract
signed by Council in 2008 for the two Wards had noted that in cases where
signed contractors were in default then Council will hire a contractor and pay the
dues as per contract in between Council and the two contractors. This temporary
contractor was hired on a piece meal based on the same.

2) Rewa Bridge cleaning and Highway Verges Director National Roads had been
funding for cleaning services and had demanded that Rewa Bridge be properly
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cleaned including chambers (which had silt coverage to road level) due to non-
cleaning from previous years.

3) Post Cleaning and Painting Post cleaning and painting of parking meters was
carried under the supervision of the Parking Meter Supervisor after receiving
quotations.

Records including requisition have been maintained by the Technical Section with briefs
on activities presented in weekly Monday meetings. Contractors’ issues from 2012 have
been improved upon and by September 2014 we plan to have list of approved
suppliers. Total supervisory control by Chief Executive Officer over procurements shall
be activated from immediately.

10.Late submission of financial statements

An annual statement showing the financial position as regards the general and special
accounts of municipal fund in a form approved by the Minister shall be prepared by the
Council on or before 31 May in every year showing that assets and liabilities of the
Council on 31 December immediately preceding year. The annual statements prepared
by the Council shall be audited.

The Council did not meet the statutory deadline required under the Local Government
Act for the submission of the 2012 draft annual financial statements for audit. The draft
Financial Statement was received on 5 June 2013.

Delay in the submission of the draft annual financial statement for audit is a breach of
the Local Government Act. Additionally, late submission of annual accounts for audit
purposes indicate that the accounts are not prepared on a timely basis hence losing its
relevance.

Council management has indicated it is working out a plan where all attempts are being

made to have accounts audited before 31St December 2014,

11.Loan Rate & Street Light Account

A Council may make and levy special rates in all or any part of the municipality for the
purpose of undertaking any works or services which may be lawfully undertaken by the
Council or for the payment of interest and sinking fund of any loan raised by the Council
for such purposes. Moneys raised on a special rate shall be accounted for separately in
the books of the council and such moneys shall not be used for any other purpose than
that for which the rate is imposed.

Section 47(2) (b) of the Local Government Act also requires that Councils should keep
separate accounts of all monies raised as levied or appropriated or allocated to or held
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for any special purpose.
Review of Loan rate and Street Light account revealed the following anomalies;

1. The Loan Rate account had a carried forward balance of $393,555 from 2007. It
was noted that the Council was receiving monies from the ratepayers however the
same was not disclosed in the Statement of Income and Expenditure for the Loan
Rate Fund Account. There was no movement in the account since 2007. Discussion
with the Acting Treasurer during the audit revealed that since 2007 the Council
could not generate separate reports for general and special rates. Thus, the amount
for Special Loan Rate is not separately disclosed in the accounts.

2. Council’s street light fund account has a carried forward balance of $371,196 as at
31 December 2011. It was noted that the Council was receiving monies from the
ratepayers however the same was not disclosed in the Statement of Income and
Expenditure for Street Light Account. The above is contrary to Section 47(2) of the
Local Government Act.

Council has responded to this concern by indicating proper separate accounts from
August 2014 shall be presented in Monthly Finance Standing Committee meetings.

12.Fire Service Account

Section 10 of the National Fire Service Act states that on the date of its commencement
all real and personal property of every fire brigade nested in the Board of Fire
Commissioners of Suva and all Municipal Councils shall vest in the Authority without
conveyance or assignment, subject to all charges, encumbrances, contracts,
engagements, debts, liabilities, and powers of the Board of Fire Commissioners of Suva

and Municipal Councils.

According to the legal opinion issued by the Solicitor General and Secretary for Justice

on 3rd February 1997 National Fire Authority should be receiving all fire services levy
collected by the Council since 1995.

Audit noted that the Council's Fire Service Account had a balance of $32,791.
According to the Acting Treasurer, the Fire service rate was collected by the Council
prior to 1995, and is yet to be transferred to the General Account. However, audit could
not substantiate whether the balance was in fact being carried forward from 1994 due to
lack of appropriate documentary evidence.

Council may not be complying with the directive by the Solicitor General and Secretary
for Justice.
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Council has responded by indicating no funds have been allocated since 1995, as per
Finance comments from 1995 that Council not to strike Fire rates. Now, however,
Council has indicated Reconciliation will be made and Hon. Minister requested to
transfer from special to General fund account.

13.Anomalies in accounting for property, plant and equipment

There should be periodical survey or stock-take, at least once a year, to determine the
existence of the assets and their physical condition. At such surveys opportunity should
be taken to report on deteriorating condition of any item and the provision made for
proper maintenance, or even disposal to save further loss

While the ledger account for an asset will show its current balance, it is not convenient
to include full identification details, and break-downs for each item making up the ledger
account. As an example, for motor vehicles the ledger balance will show the total value
of the asset but no information about individual vehicle. A further subsidiary record,
called register of assets has been devised to record such additional information. For
each item of fixed asset, the register should show the date of acquisition, certificate of
title, lease or registration number, make, model and serial or engine number, and other
identification as applicable to the particular item, initial cost, additions, disposals and the
balance. For any periodical revaluation, the relevant evidence should be quoted in the
register. It should also show the accumulated provision for depreciation for the item.

Depreciation means diminution in value. In accounting, it is decrease in value of fixed
assets resulting from wear and tear caused by their usage over time. When an asset is
purchase and used up in the organization for a number of accounting periods its cost is
spread among such accounting periods. To do so a method is adopted so that the total
cost less disposal value in the end is charged to the revenue over the period.

The following discrepancies were noted in the Fixed Asset records;

a. The Council failed to maintain a Fixed Assets Register for its fixed assets.

b. Due to insufficient documents provided, audit was not able to determine the total
costs of Parking Meter assets.

c. Depreciation expenses for the parking meter assets were calculated using the
carrying amount instead of the total costs.

d. Fixed assets purchased during the financial year were not depreciated, including
some fixed assets purchased in prior years The anomalies indicate ineffective
control and lack of supervisory checks in the Account and administration section.
This increases the risk that fixed assets may not be properly recorded and
accounted for. Also, in the absence of proper annual board of survey and Fixed
Assets Register the Councils’ fixed assets are at risk of misappropriations.
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Recommendations The Council should open a fixed assets register, and depreciate
all assets from the time they are purchased.

14. Sundry deposits

A liability is a present obligation of the entity arising from past events, the settlement of
which is expected to result in an outflow from the entity of resources embodying
economic benefits.

Sundry deposits of the Council are made up of deposits paid by tenants occupying
Council properties, Bus, Taxi, Carrier and Mini Bus stands.

The following anomalies were noted in the recording of Sundry Deposits:

a. Breakdown of deposits received from tenants were not provided for audit
examination. Hence, the above deposits could not be substantiated.

b. The Council failed to maintain individual Tenant files hence details of individual
Tenants could not be substantiated as majority of the Tenants are operating within
Council properties for many years.

c. Car park deposit included interest and bank charges totalling $10,045.58 and
$35.47 respectively for which no justification was provided for audit. Failure to
maintain proper sundry deposit records may lead to dispute between the Council
and tenants during the time of refunding deposits. Poor record keeping can also
lead to poor decisions making.

Council has responded by indicating all tenants files shall be upgraded during the
month of August 2014.

15. Tenancy agreement

The basis of any tenancy arrangement will be the agreement between the landlord and
the tenant. This agreement or lease should be in writing, complete and all embracing.
The responsibilities of the landlord and tenant should be clearly set out.

Audit was not provided with a copy of valid tenancy agreement for most of the Council’s
properties that was given for lease.

Discussion with the Assistant Treasurer revealed that the agreements have expired and
the Council has given the file to solicitors for preparation of the new agreements.

In case of losses or damages to the properties, the Council may face the risk of bearing
the full cost of the losses. Council has responded by indicating tenancy agreements
and proper upkeep shall be maintained by the Finance department from August 2014.
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~ LAUTOKA CITY COUNCIL

,,,,,

The Lautoka Clty Council is established under the Local Government Act WhICh prowdes

for the constitution of the city council and for the manner in which it may function, levy

and collect rates, exercise powers and expend funds. It is responsible for the provision
and maintenance of a wide range of services for the benefit of ratepayers within the city.

Key services provided by the Council include:

a. Provision and maintenance of transport related facilities, including roads, streets and
footpaths, car parks and parking meters, street names;

b. Provision and maintenance of recreational facilities, including street cleaning,
garbage removal, mosquito control, upkeep of public convenience and stray dog
control;

¢. Maintenance and reguiation of the Lautoka Market and Bus Station; and

d. Other various matters including overseeing of building and subdivision, issuance of
business, trading and other licenses.

The city boundaries are defined under the Act, which also set out four wards comprising

the city namely Veitari, Waiyavi, Simla and Tavakubu.

Audit Opinion

The audit of the financial statements of Lautoka City Council for the year ended 31
December 2012 resulted in the issue of a qualified audit report. The qualification issues
were as follows;

1. The Council made several adjustments to the income and expense accounts
amounting to $1,481,148 and $714,976 respectively through general journal entries.
The Council failed to provide supporting documents for these journals for
verification. Consequently, the Auditor General was unable to satisfy himself if these
adjustments were correctly taken up in the general ledger and whether income and
expenditure is correctly stated in the financial statements.

2. Un-reconciled variance of $643,428 exists between the rate debtors’ listing and
general ledger. Consequently, the Auditor General was unable to satisfy himself if
receivable of $4,550,547 is fairly stated in the financial statements.

3. Included in property, plant and equipment (Note 10) are roads, drains and footpaths
with written down value of $45,898,723 as at 31 December 2012. All Municipal
roads have been transferred to the Fiji Roads Authority (FRA) in accordance with
the FRA Amendment Decree 2012. Consequently, property, plant and equipment
are overstated in the financial statements.

4. Un-reconciled variance of $727,745 exists between the PAYE annual summary and
the general ledger for salaries and wages. Consequently, the Auditor General was
unable to satisfy himself if salaries and wages of $1,385,533 are correctly stated in
the financial statements.
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The Council's net surplus decreased by $52,042 or 5% in 2012 compared to 2011 due
to the increase in maintenance cost and salaries, wages and related payments by
$194,757 or 18% and $123,430 or 10% respectively. The increase in these expenses
was due to the increase in general maintenance undertaken for the parks and gardens,
streetlight and street maintenance brought about by the impact of Cyclone Evans.

There was an improvement in the Council’s net assets in 2012. Net assets increased by
$1,086,946 or 2% in 2012 compared to 2011. The increase in net asset is mainly
attributed to the increase in the cash at bank and on hand by $407,538 or 52% and the
decline in term Loan by $487,018 or 5%.

Issues identified by Audit

1. Roads, drains and footpaths not transferred to Fiji Roads Authority

Effective from 14 May 2012 all assets, interests, privileges, liabilities and obligation of
Municipal Councils in relation to municipal roads shall be immediately transferred to and
shall vest in the Authority without conveyance, assignment or transfer. The audit noted
from the review of Council's property, plant and equipment that the Council has not
transferred the roads, drains and verges to Fiji Roads Authority (FRA) as at 31
December 2012. The carrying amount of these assets is $45,898,723. The Council has
not complied with the Fiji Roads Authority (amendment decree) 2012. Consequently,
value of property, plant and equipment is overstated by $45,898,723 in Council's
statement of financial position.

Council has responded by indicating that after the promulgation of FRA decree in 2012
the council continued to maintain the roads, drains and footpaths and the understanding
was that the asset would be transferred after the MOU was signed off. The MOU was
signed in January 2014.

OAG has further responded by indicating although the Memorandum of Understanding
was signed in January 2014, the Fiji Roads (Amendment) Decree 2012, clearly states
that effective from 14 May 2012 all assets, interests, privileges, liabilities and obligation
of Municipal Councils in relation to municipal roads shall be immediately transferred to
and shall vest in the Authority. Additionally, OAG confirmed the MOU was signed after
the date of the financial statements hence the Council had sufficient time to adjust its

financial statements.

2. General journal entries

To be reliable, information must represent faithfully the transaction and other events it
either purports to represent or could reasonably be expected to represent.

Journal voucher system is an important internal control measure to record and report all
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accounting adjustments and transactions of non-cash in nature. All general journals
raised as at balance date should be numbered, authorized, must contain narrations and
supporting documentations to support the journal entries of non-cash nature.

The audit was not provided with supporting documents to substantiate the journal
vouchers raised during the year. Consequently, audit was not able to verify if journal
vouchers posted to the general ledgers were properly authorized and was accurate.

The above practice increases the risk of unauthorized or fraudulent entries passed in
the general ledger.

Council has subsequently indicated they have adopted Journal Vouchers. The journal
voucher will pass through the check procedures before being posted to the General
Ledger.

3. Provision for doubtful debts

The certainty that applies to cash in hand does not apply to the amount owing by
debtors. Accordingly, it will show a true and fair position if there is a doubt in the value
of the debtors. This position can be countered by making a reserve to provide for any
doubtful debtors.

The review of provision for doubtful debts noted that estimates have been used in
calculating provision for doubtful debts recorded in the statement of financial position
amounting to $1,000,000. However, no listing of the amount or the method used in
calculating allowance for un-collectability was provided for audit verification to evaluate
the reliability and accuracy of the method used to estimate the provision.

The above increases the risk of incorrect financial reporting of allowance for un-
collectability in the Financial Statements.

In 2014, Council has indicated their doubtful debt provision policy was being drafted,
and was to be tabled with council for adoption as policy.

4. Increase in rate debtors

As soon as the rate has been made and publicly notified, the payment for it becomes
due. The next requirement is for the town clerk on behalf of the council to send out a
demand notice to each ratepayer. While payment by instalments is for the convenience
of the ratepayer, a council could also resolve to give discount for prompt payment. This
would mean some loss of rate revenue but at the same time the incentive gives earlier
access to cash and saves work for the count on follow up of debtors. A council may
also recover rates which have been levied under provisions of this act and payable to
the council and payment of which arrear and also the costs of proceedings, if any, for
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their recovery from a person liable to pay them, by action at the suit of the council in a
court of compete jurisdiction.

The review of rates debtors noted that the rate debtors have significantly increased by
7.5% during the financial year. At the end of the financial year 2012, the Council has a
significant number of rates in arrears.

The significant outstanding rates show that the current collection strategy being
implemented by the Council may not be effective.

If immediate steps are not taken to recover the arrears, it is possible that these may
become irrecoverable and the Council may end up writing off substantial amount of
debts.

Council has responded by indicating all efforts are being taken to recover rates owed
including legal action. For cases taken to the Small Claims Tribunal or the Magistrate
Court, some of the ruling or awards for repayment arrangement made are not sufficient
to simultaneously cover arrears and new rates, thus rates arrears keep on
compounding

5. Debtors with significant balance

It is imperative that long outstanding debtor’s balances are investigated and appropriate
adjustments to provision for doubtful debt account is made to ensure debtors are fairly
reported in the financial statements.

Scrutiny of the rates debtors account noted that some rate payers have significant
outstanding balance as at 31 December 2012.

Discussions with the rates officer, Manager Finance and Administration Services,
Director Finance and CEO, revealed the following in respect to the above assets;

a. Housing Authority - the land is an undeveloped land, and there is some dispute to
the land.

b. Native Land Trust Board - The land is not given to the Council to develop by the

land owners and is an undeveloped land.

Pac Investment - the land is still with the Lautoka Lands Development.

d. Dee Cees Property - the owner has died, and the property is vacant. It was further
noted that all of the above properties are un-developed land. Rates are charged as
the properties within the city boundary. The above indicates that the debts may not
be recovered by the Council. This increases the risk of rates debtors balance being
over-stated by the rates charged by the Council to the un-developed land.

o

Since the audit, Council has indicated they are taking legal actions to recover
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outstanding debts and write-off will be the last resort.

Audit has also further responded, by indicating the audit was not provided with any
documentary evidence to indicate that legal actions are being taken for long
outstanding rate debtors.

6. Variance between general ledger and debtors listing

It is imperative that debtors’ ledger is reconciled to the debtors listing to ensure that all
debtors have been booked.

The audit noted that the Council did not prepare any reconciliation of receivables during
the financial year. Furthermore, audit found that the rate debtors’ amount in the rate
debtors listing did not agree with the amount in the general ledger.

Un-reconciled rates debtors balance between the general ledger balance and the listing
is directly caused by non-preparation of receivable reconciliation.

Council has responded by indicating the variance is for the rates debtors where
difference between the individual rates ledger has been carried forward from previous
years. The variance was due to discounts given, change in rate of VAT and write-offs
that had not been reflected in both ledgers giving rise to difference between the two
ledgers. Currently the council is reconciling individual rate accounts from subsidiary
ledger to general ledger and final variance will be put forward to the Council for
adjustments.

7. Accumulated leave

Officers will be eligible for leave at the rate of 15 working days for each completed year
of service up to five (5) years and increased to 20 working days for those who have
completed continuous service for five years and over, such leave may be accumulated
by agreement of the Council.

The audit noted that the Council staff had excessive leave balances as at 31 December
2012.

The audit is of the view that such a significant amount of leave balance has arisen due
to the poor leave administration which allowed staffs to accumulate their leave balance.

Audit further noted that the Council paid leave compensation to some of the officers
upon resigning from the Council.

Poor administration of leave would allow staffs to accumulate leave balances resulting
in un-necessary compensation of annual leave at a higher rate in future.
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the audit was not able to ascertain whether Trade and Other Receivables balance of
$6,785,880 in Note 6 are fairly stated.

. The Council had Inventories balance of $466,636. The audit was not able to verify
the existence and valuation of the Inventory as no stocktake was carried out by the
Council. As a result, the audit was not able to ascertain whether the Inventory
balance of $466,636 is fairly stated in the Statement of Financial Position.

. The Council made adjustments of $16,229,810 to Investment Property balance. As
a result, the Investment Property balance decreased to $11,457,774. The Council
did not provide details of this adjustment. The audit was not able to substantiate the
correctness of Investment Properties balance totalling $11,457,774 stated in the
Statement of Financial Position.

_ The Council was not able to provide details of Accruals of $2,416,194 (included in
Trade and Other Payables) and Sundry Deposits of $1,416,115. As a result, the
audit was not able to verify the existence, completeness and accuracy of Trade and
Other Payables balance of $3,080,440 and the Sundry Deposits of $1,416,115
stated in the Statement Financial Position.

_ The Council had a VAT Receivable balance of $934,211 which was netted off
against Accounts Payables. This is a departure from International Accounting
Standard 1 section 32 which states that assets and liabilities, and income and
expenses, shall not be offset unless required or permitted by a standard or an
interpretation.

_ The Council recorded Interest on Overdue Rates totalling $1,772,541 in the General
Rate Fund — Operating Statements. The details of the Interest on Overdue Rates
are maintained in Property Wise System. The audit was not able to trace Interest on
Overdue Rates details from Property Wise System to the Navision Accounting
System which maintains Council accounting records. As a result, the audit was not
able to ascertain whether the Interest on Overdue Rates totalling $1,772,541 have
been accurately accounted for and disclosed in the financial statements.

10.The Council did not provide payment vouchers and appropriate supporting

documents totalling $1,237,597 for the year ended 31 December 2010 for audit
verification. As a result, the audit was not able to ascertain whether the expenses
totalling $19,021,410 have been accurately accounted for and disclosed in the
financial statements for the year ended 31 December.

The Council recorded a surplus of $1,796,950 in 2010 compared to $681,197 in 2009.
The increase in operating result is the result of significant increase in interest income
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and decrease in user maintenance costs.

The Council’'s operating surplus decreased to $152,186 for its Parking Meter Fund in
2010 compared to $403,475 in 2009. The decrease in operating surplus was due to
decrease in parking meter collections and increase in management expenses.

The net assets of the Council improved by $1,544,755 or 3.4% in 2010 compared to
2009. This was due to increase in the total assets by $1,319,547 0r2.3% in 2010.

Issues identified by Audit

1. Incorrect Opening Balances

All amounts stated in the current financial statements should have audited opening
balances. The movements in each account during the year should be included in the
current year's calculations.

The audit noted that the Council did not include the audited opening balances for the
Aid Granted Assets and Investment Properties in the financial statements for the year
2010. In addition, the Council did not include the movements in the Aid Grant Assets in
the 2010 financial statements.

Financial statements did not match with the amounts stated in the Fixed Asset Register.
The amounts in Note 11 of the financial statements were from the general ledger. The
variances indicate that general ledger balance for Grant Aid Assets and Investment
Properties were not reconciled with fixed assets register and the audited opening
balances were not used for the calculation.

Council has responded to the concerns by stating they have noted the discrepancy in
opening balances of the assets and the absence of proper postings in the fixed assets,
and will look into the issue and will take appropriate steps to rectify the discrepancy.

2. Balancing Figure in Statement of Movement in Funds

The financial statements must "present fairly" the financial position, financial
performance and cash flows of an entity. Fair presentation requires the faithful
representation of the effects of transactions, other events, and conditions in accordance
with the definitions and recognition criteria for assets, liabilities, income and expenses
set out in the framework. The application of IFRSs, with additional disclosure when
necessary, is presumed to result in financial statements that achieve a fair presentation.

The Council included an amount of ($437,479) in the Statement of Movement in Funds
as the effect of change in previous years. The Council did not provide supporting
documents relating to the amount. The Council also did not provide disclosure notes in
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the financial statements for the amount of ($437,479) stated in the Statement of
Movement in Funds.

The finding indicates that the amount stated in Statement of Movement in Funds is an
amount used by the Council to balance its financial statements.

In the absence of supporting documents and disclosure notes relating to the amount of
$437,479 the audit could not ascertain the accuracy of the Statement of Movement in

Funds.

Council has noted the amount of $437,479 and has indicated they will further
investigate the breakdown and relevance of the amount in the statement of movement
of Funds.

3. Amounts Posted Manually in the Financial Statements

All figures in the financial statements are derived from the general ledger which is taken
up in the Trial Balance. The Trial Balance is then used to prepare the annual financial
statements.

The Council posted figures manually in the financial statements which did not appear in
the Councils trial balance. As a result, the audit could not ascertain the accuracy of the
amounts reported in the financial statements for Administrative and Operating Costs
totalling $6,760,172 and Health Services Department totalling $428,420.

The finding indicates that the amounts reported in the two expenditure accounts were
deliberately posted manually to balance the financial statements. Thus, the amounts
reflected in the financial statements are incorrect.

Council has indicated they will ensure that correct amounts are posted in the general
ledger and consequently the financial statements drawn from the trial balance. The
Council has noted the seriousness and magnitude of the incorrect posting and will
investigate on the figures.

4. Cash Flow Statement

It is essential that cash flow worksheets and reconciliations are prepared to form the
basis of amounts stated in the cash flow statements.

The Council did not prepare a cash flow worksheet for the amounts reported in the cash
flow statement. In addition, the Council did not prepare a detailed reconciliation of

operating activities.

As a result, the audit could not substantiate the amounts stated in the cash flow
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statement submitted by the Council for the year 2010.

Council has noted these concerns and has agreed to address this matter immediately.

5. Variance between Amounts in Trial Balance and the Financial Statements

Annual financial statements are prepared from the system generated trial balance. All
the amounts appearing in the trial balance are to be correctly stated in the financial

statements.

A review of the Council’'s 2010 financial statements revealed variances between the
amounts appearing in the trial balance and the amounts stated in the financial
statements.

As a result, the audit could not substantiate if the amounts were fairly stated in the
Council’s financial statements.

6. The Council may be over/under reporting its liabilities and expenses.

Council has respdnded by indicating this matter has been noted, and the Council will
ensure that the financial statements reflect correct amounts which are derived from the

trial balance.

7. Cash at bank

Monthly receipts and payments amounts in the general ledger should reconcile with the
cash book and bank statements. The Council uses Navision accounting software to
prepare its daily bank reconciliations.

The audit could not verify the monthly receipts and payments total in the general ledger
due to unavailability of the cash receipts journals or subsidiary ledgers. According to the
Acting Revenue Accountant, Ms. Archana Singh the general ledger and the cash
receipts journal and cash book modules of the Navision accounting software were not
inter-grated. As a result, the audit could not establish the total receipts and total
payments for the year 2010 taken up in the Councils cash book reconciliation were

correctly stated.

The Council noted the comments and indicated they will meet with the Software
supplier and discuss ways to rectify the issue.

8. Trade Receivables

Supporting evidence is to be maintained for accounting entries. Subsidiary ledgers are
to be updated as final records for all accounts including debtors. The standard
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procedure is to keep a control account for debtors as well as an account for each
debtor.

The balance of the debtor's control account must equal the total of the debtors' list,
which represents the amounts owed by the individual debtors.

The Council did not to provide details of individual balances in the subsidiary ledger for
each debtor. Therefore, the audit failed to ascertain the accuracy and completeness of
the following balances appearing in the debtors control account. This indicates that
proper and timely debtors reconciliations have not been performed. In the absence of
proper reconciliation, the accuracy of debtors balance in the debtors control accounts
cannot be ascertained.

The Council noted the comments and indicated they will look into the reconciliations of
the general ledger control and subsidiary ledger of debtors’ and ensure that a listing is
maintained.

9. Rates Arrears Write-off

A Council may, in case of hardship, with the approval of the Minister write off rates
which have been levied and any interest payable thereon in respect of rateable
property, payment of which rates or interest is in arrears.

The Council wrote off arrears of rate amounting to $219,876 in 2010. The Council failed
to produce the approval from the Minister for Local Government to write off rates
arrears amounting to $219,876 for audit verification.

Hence the audit could not ascertain whether the writing off of the rates arrears was
approved by the Minister for Local Government.

Council noted the comments and indicated they will ensure that proper records of
approvals and Ministerial correspondences are kept.

10. Doubtful Debts

Doubtful debts should be provided for debtors who are highly likely to default payment
of their accounts and become bad in a near future.

The Council provided provision for doubtful debt of $1,532,578 in 2010 compared to
$1,791,797 in 2009.

The audit noted that the Council failed to provide a list of debtors for which provisions
were made. In addition, the audit noted that the Council did not have any policy on
providing for provisions for doubtful debts.
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Furthermore, the audit noted that the Council did not consult the Minister for Local
Government on the amount and arbitrarily decided $1,532,578 to be provided for
doubtful debts.

The finding indicates that proper process was not followed before creating the provision
of $1,532,578 in 2010 accounts.

As a result, the audit could not ascertain whether the amount provided for bad and
doubtful debts was actually uncollectable.

The Council noted the audit findings and indicated they will develop a policy for
provision of doubtful debts. It will also seek approval from the Minister of Local
Government for any future provisions of doubtful debts.

11.Anomalies in Property, Plant and Equipment

Adequate description of all property, plant, and equipment of the Council should be kept
on record. References to title numbers, description of the structures and land location
and area should be briefly but clearly stated. Serial numbers of plant and equipment
should be shown as well as describing them.

The audit noted the following anomalies in fixed assets records:

a. The Council disclosed $797,397 as additions to and $170,286 as disposals of
Property Plant and Equipment. However, the Council failed to provide details and
supporting documents for additions and disposals. As a result, the audit could not
ascertain the accuracy and completeness of the additions and disposals.

b. The Council disclosed $261,896 as Leasehold Land in the general ledger. The
Council failed to provide details of the lease terms hence the amortization rate of
Leasehold Land could not be established. In addition, the Council failed to provide
details of the annual lease payments as a result the operating lease commitments
could not be ascertained. Based on the above findings, the audit could not
ascertain the accuracy and completeness of the value of Leasehold Land and
operating lease commitment disclosed in the financial statements.

c. The Council made adjustments totaling $729,865 into the general ledger for
Property Plant and Equipment. However, the Council failed to provide the journal
entries and supporting documents for the adjustments made to property, plant, and
equipment. Hence, the audit could not substantiate whether the adjustments were
properly approved, verified, and accurately made. The above findings indicate that
the property, plant and equipment disclosed in the financial statement may not be
correctly stated.
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Council noted the issues raised and indicated they will look into the discrepancies
identified in the fixed asset register and the general ledger.

12.Variances between the General Ledger (GL) and Fixed Asset Register (FAR)

All amounts stated in the financial statements should be traced to general ledger
balance. The amount for property, plant and equipment in the general ledger should
reconcile with the amount in the Fixed Asset register.

The audit noted that property, plant and equipment and the accumulated depreciation
amounts recorded in the general ledger were not the same as the Councils Fixed Asset

Register.

The variances indicate that general ledger balances for property; plant and equipment
are not reconciled with FAR.

The Audit Office recommended the Council should ensure that all assets are properly
recorded in the general ledger and the fixed assets register; and the property, plant and
equipment balance in the general ledger is reconciled with FAR.

Council has noted these concerns and indicated that all assets are properly recorded
and the fixed asset register is reconciled with the general ledger.

13. Investment Properties

Adequate description of all property, plant, and equipment of the Council should be kept
on record. References to title numbers, description of the structures and land location
and area should be briefly but clearly stated. Serial numbers of plant and equipment
should be shown as well as describing them.

The Council has investment properties of $11,457,774 disclosed in the financial
statement. The review of the general ledger noted the following anomalies:

a.The Council made an adjustment on $16,229,810 to the Investment Property
Account. However, the Council failed to provide the details of the adjustment made

in the Investment Property Account. As result, the audit could not ascertain the
accuracy and completeness of the Investment Property disclosed into the financial

statement.
b.A decrease in Investment Properties by $793,257 was noted in the financial

statement.

However, the Council failed to provide details and supporting documents to substantiate
the decrease in the investment properties.

The above findings indicate that the Council failed to maintain proper records and carry
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out reconciliation for the Investment Properties Account. As a result, the audit failed to
substantiate whether investment properties of $11,457,774 was fairly stated in the
financial statement.

Council noted the comments and agreed to investigate the amounts mentioned, and will
also ensure that proper records are kept at all times.

14.Annual Board of Survey

The audit noted that the Council was yet to complete its Board of Survey for the year
2010.

Council indicated they will carry out the Board of Survey in the future.

15.Physical Stock Count Not Carried Out

A stock count should be carried out at least once a year to confirm that equipment,
stores and materials shown on records do in fact exist.

The Council did not undertake inventory stock count in 2010. As a result, the audit was
not able to substantiate the inventory balance of $466,636 as per the general ledger.

The finding indicates that the Council did not have an effective control over its
inventory.

In the absence of a physical stock count, there is a high risk of mismanagement and
misappropriation of the Councils inventory.

Council noted this and has provided assurance that a yearly stock count is carried out.

16.Discrepancies in Accruals

Continuous and regular review of the accrual balance should be carried out by the
accounting staff so that the un-reconciled variance is substantiated.

Council recorded $2,355,227.48 as ‘Other Payables’ in the general ledger. The Council
booked accruals totalling $2,416,194.06 as part of other payables in the financial
statements. However, the audit noted that the Council failed to provide the detailed
listings of accruals and their relevant supporting documents for individual accounts that
comprise the total accruals of $2,416,194.06. In addition, the Council netted off a VAT
receivable balance of $934,211 against accounts payable. This is a departure from
International Accounting Standard 1.

The above indicates that the Council failed to maintain proper accounting records and
failed to carry out proper reconciliation. As a result, the audit was not able to ascertain
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whether Other Payables balance totalling to $2,355,227 was fairly stated in the general
ledger.

Council noted these concerns and indicated relevant supporting documents will be
maintained and that proper reconciliations will be carried out for accruals.

17.No Records Provided by Council for Sundry Deposits

Proper maintenance of accounting records is fundamental in the compilation of final
accounts.

The Council disclosed $1,416,115 as sundry deposits in the financial statements. The
audit noted that the Council failed to provide detailed listings of the deposits held by the
Council. Furthermore, the review of refundable deposits cash at bank account noted
that the Council does not have adequate funds to refund the deposit held by the
Council. As at 31/12/10, the Council had $151,041 in its refundable deposit bank
account which is only 10.7% of the total refundable deposits held by the Council.
Failure by the Council to maintain proper records of the sundry deposits and non-
reconciliation to the payments made resulted in a significant variance of the amounts
deposited in the refundable deposit account and the general ledger. The findings
indicate that the Council does not have adequate funds to pay for the refundable
deposits when such deposits fall due.

The Council has indicated they are now aware of the non-availability of the sundry
deposits listing and the cash holding for refunds. They have also indicated they will
carry out a reconciliation to ascertain the listing for sundry refunds and will look into the
cash holding for the deposits.

18. Anomalies in Lease Lia_bility

The Council entered in a Finance Lease agreement with Westpac Banking Corporation
for the purchase of several vehicles. These vehicles were used by the Council in its
daily operations. An un-reconciled variance of $52,983 was noted between the
Council’s lease liability reconciliation and the bank’s confirmation balance.

The finding indicates that the Accounting Head did not reconcile the Council’s records
to the banks record. Failure of the Accounting Head to carry out proper reconciliation
may result in under/overstatement of lease liability.

Council has indicated they will investigate and rectify the variance identified in the lease
liability account.

19. Liabilities and Expenses Understated by the Council
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The audit noted that year end creditors balance recorded in the general ledger were not
the same as the balances provided in the creditors statement.

The variances indicate that general ledger balance for creditors are not reconciled with
the statements provided by the creditors.

Council has committed to ensuring creditors’ balances are reconciled with their
statements and the general ledger is updated accordingly.

20.Held to Maturity Investment

The Local Government Act empowers Councils, with the consent of the Minister, to
invest funds under their control in stocks, bonds, debentures or other securities.

The Council invested the sum of $874,069.24 as a term deposit at Merchant Finance in
the year 2010. The audit noted that the Council failed to obtain approval from the
Minister of Local Government to invest in Merchant Finance. Furthermore, the audit
noted a variance of $56,755 between the interest revenue reconciliation carried out by
audit and the general ledger.

The findings indicate that the Council did not comply with the Local Government Act in
obtaining approval for investment undertaken by the Council and failed to carry out
proper reconciliations. In the absence of approval from the Minister of Local
Government, the short-term investment is unauthorized.

The Council has indicated they will ensure appropriate authority is sought from the
Minister of Local Government for any future short-term deposits. It will also reconcile
the interest revenue in the general ledger to the term deposit statement.

21.Interest on Overdue Rates

The Council may charge interest on overdue accounts. The Council had a total of
11,287 rate payers and is the largest municipal Council in Fiji. The interest on overdue
rates is applied to all overdue rates account at 11 per cent and on pro rata basis for the
respective duration that has lapsed.

The Council disclosed $1,772,541 as interest on overdue rates in the financial
statements for the year ended 31/12/10. The amount in the financial statement is
derived from the general ledger which is maintained in the Navision Accounting System.

However, the audit noted that the Council failed to provide detailed listing of the interest
on overdue rates from the Property Wise System which maintains records of individual
rate payers.

Hence the details of interest on overdue rates maintained in the Property Wise System
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cannot be traced to the Navision Accounting System.

In the absence of the details listing of the interest on overdue rates from the Property
Wise System, the audit could not ascertain the accuracy and completeness of the
interest on overdue rates disclosed in the general ledger (Navision Accounting System).

Council has indicated they will reconcile the interest charged on overdue rates in the
Property Wise System and the Navision Accounting System. They have also indicated
they will ensure proper records are kept.

22.Variance in Business License Levy

The Council is mandated by the Government for granting approval for the operation of
businesses in its boundary. In doing so, the Council levies a fee each year for renewal
of business licence after inspection of premises and other things being equal and
satisfactory.

The Council maintains its business license debtors records in the Property Wise
System. The review of the business license billing in the Property Wise System
revealed that a total of $1,141,032 was billed to business license customers for 2010.

However, the audit noted that the Council only recorded $823,225 into the general
ledgers which is maintained in the Navision Accounting System. The Council failed to
reconcile the variance of $317,807.

The above finding indicates that the Accounting Head failed to carry out reconciliation of
accounting records produced by the two systems. (Property Wise and Navision
Accounting System).

As a result, the audit was unable to ascertain the accuracy and completeness of the
business license balance stated in the general ledger.

Council has indicated they will investigate the variance highlighted in the business
license levy.

23.Property Valuation

The Council had a total of 11,287 rate payers as at 31/12/10. The Council is authorised
to charge the rate payers a specified sum for the services rendered by the Council.
These charges are calculated on the Unimproved Capital Value (UCV) undertaken by
the Council or a tendered evaluator for property valuation. The rates that are charged
by the Council are apportioned into General, Loan and Street Light rates on the basis of
40, 51 and 8 per cent respectively.
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Valuation of all land holdings within the boundaries of municipalities are to be carried
out every six years. The last valuation of all land holdings was carried out in 2005. The

Council failed to carry out the revaluation of properties in the Councils boundaries in
2011. The revaluation was carried out in 2012. In the absence of the timely

revaluation, the Council may have forgone potential revenue through increase in rates.

The unimproved value of land is the basis for rating and the Council may perform
valuation due to changes in status of the land. The audit noted that the Council did not
provide a listing of the rateable properties that were amalgamated or sub divided after
the 2005 property valuation. As a result, the audit could not ascertain the number of
properties amalgamated or sub divided from the Council's overall rate payer listing.
The finding shows that there is lack of monitoring by the Council on the maintenance of
proper ratepayer records.

Council has indicated they will ensure that UCV valuation is done every 6 years and
details of amalgamation of properties are properly maintained.

24. Anomalies in Rates Charged

The Council had a total of 11,287 rate payers as at 31/12/10. The Council is authorised
to charge the rate payers a specified sum for the services rendered by the Council.
These charges are calculated on the Unimproved Capital Value (UCV) undertaken by
the Council or a tendered evaluator for property valuation. The rates that are charged
by the Council are apportioned into General, Loan and Street light rates on the basis of
40, 51 and 8 per cent respectively.

The Council failed to prepare UCV reconciliation for the general rates, loan rates and
street light rate for 2010. The audit carried out an independent UCV reconciliation and
noted variances in rates recorded in the general ledger.

The Council was not able to substantiate the above variances. This was due to the
Council failing to prepare unimproved capital value reconciliations. As a result, the audit
was not able to ascertain if the general ledger balance of general rate, loan rate and
street lights rate were fairly stated.

Council, in response, has indicated they will ensure that UCV reconciliations are carried
out and agree to the balances in the general ledger.

25 Poor Maintenance of Accounting Records

The Director Finance should be responsible for the safekeeping and proper
maintenance of all accounting records or documents.

The audit noted several instances where payment vouchers and appropriate supporting
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documents were missing and could not be located for audit verifications. As a result, the
audit could not ascertain the accuracy and completeness of several payments made by
the Council.

The above finding indicates laxity on the part of the Director Finance in ensuring that
proper accounting records are maintained.

Without payment vouchers and sufficient supporting documentation, there is a risk of
items not delivered, misappropriation of funds and items purchased without immediate
need.

Council has indicated they will ensure all payment vouchers are properly filed and kept
in a secured place. Furthermore, the Council will take staff responsible to task for not
performing their duties diligently.

26. Construction of Kiosk at the Suva Bus Stand

While supervision of any kind of construction or service performance is necessary, it
assumes particular significance when employing a contractor. It should be made a
condition that payments will be subject to the Council’s officers being satisfied with the
work done. If repeated breach of contract is wilfully ignored by the officers it could give
adequate ground to the contractor to contend that the terms have changed.

The Suva City Council called a tender on 09/10/10 for the construction of Kiosks at the
Suva Bus Stand. A total of 8 companies responded to the tender. The tender evaluation
committee in its meeting on 27/10/10 awarded the contract for the construction of 8
kiosks to Sun Maintenance Works amounting to $99,906.00(VIP).

The review of the Project Files revealed the following anomalies:

a.The due date for completion of the said works is ten (10) weeks from date of
execution of this agreement. The audit noted that the agreement did not specify the
date of commencement of the project, nor the completion date of the project. In the
absence of an agreed timeline, Sun Maintenance Works will commence and
complete the work at its own convenience and the Council would not be able to take
action against Sun Maintenance Works for delays in the project.

b.The Payment Officer must ensure that the Certificate of Tax Exemption submitted by
the contractor is valid before making progressive payments.

The Certificate of Tax Exemption submitted by Sun Work Maintenance expired on
31/03/11. The audit noted that the Council did not deduct provisional tax from Sun
Maintenance for payment made after 31/03/11.

The above finding indicated that the Council did not comply with Income Tax Act. As a
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result, provisional tax was not deducted and submitted to FRCA by the Council. By not
complying with the Income Tax Act, the Council may not pay correct tax to FRCA and
may be subject to penalties being imposed by FRCA. In addition, the Council may not
be able to hold the contractor liable for delays in the project.

In response, the Council has indicated they will ensure that a proper agreement is
drawn which states all relevant details of the project. The Council will also ensure that
Income Tax Act requirements are also complied with.

27.Repair and Painting of Suva Olympic Pool

The Council awarded the contract to Gunac South Pacific Limited on 6/8/09 for repair
and painting of Suva Olympic Pool. The total contract price for the project was $37,500
(VIP). The work commenced on 18/12/09 for a period of 12 weeks and was expected to
be completed by 12/03/10. As at 31/12/10, the Council paid $37,500 or 100% of the
contract sum.

However, the audit noted that the Council failed to provide the signed contract
agreement for audit verification. Hence the audit cannot substantiate whether the
contract agreement was signed between the Contractor and the Council.

The finding indicates that the Council did not follow proper procedures before engaging
with the Contractor.

In response, the Council has indicated they will ensure that all requirements of the
contract are met and disciplinary action is taken against responsible officers.

28. Refurbishment of Suva Civic Centre

The Suva City Council invited written tenders from reputed organizations to undertake
the roofing refurbishment works at Suva Civic Centre. The tender was advertised in the
Fiji Sun dated 15/10/11. The tender submissions closed on 20/1 0/11.

A sum of $1000 must be paid as tender deposits in the form of bank cheque. Tenders
submitted without the tender deposits will not be accepted and considered by the
Council. The audit noted that the Council accepted tenders from bidders who did not
pay the correct tender deposits. In addition, Gunac South Pacific Limited and Rams
Maintenance paid a tender deposit of $200 each instead of $1,000 as required.
Furthermore, the Council in its emergency meeting of 2/11/11 resolved that the tender
be awarded to Gunac South Pacific Limited at a total cost of $193,678.40 (VIP) even
though they failed to comply with the tender requirements.

A contract agreement establishes the terms and conditions the parties have to comply
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with whilst the agreement is in existence. The Council failed to prepare a contract
agreement with the vendor to undertake the above works. In the absence of the
contract agreement the Council may not be able to hold the vendor liable in case for
any wrong doings.

The Council communicated to Gunac South Pacific Limited on 09/11/11 that they were
to provide a bond of 10% of the contract sum or $19,368 and also a valid workers
compensation policy. The audit noted that the Gunac South Pacific Limited failed to
provide the bond sum and a valid workers compensation policy. The contractor
commenced works on 12/12/11, even though they did not provide a bond sum and a
valid workers policy. The Council did not take any action against the contractor for not
providing the above documents. The findings indicate that the Council did not follow
proper procedures for engaging the Contractor, Gunac South Pacific Limited.

In response, the Council has agreed to ensure that tenders are considered for those
that fully meet the requirements of the tender process. Furthermore, contract
agreements are drawn before the commencement of work.

29. Tender not Called for Contracts Exceeding $10.000

A tender must be called for the procurement of goods, services or works valued at
$10,001 and more.

The Council engaged several contractors for providing goods and services valued more
than $10,001 without calling for tenders.

The finding shows that the Council did not follow the proper procurement process when
awarding the contracts for procurement of goods and services in excess of $10,001.
Hence the selected contractor may not be the best and most economical supplier.

In response, the Council has agreed to ensure that proper procurement procedures are
followed at all times and appropriate disciplinary action is taken against officers who fail
to comply.

30. Garbage and Refuse Collection, Grass Cutting and Drain Cleaning

The Council awarded the contract for collecting refuse and garbage, grass cutting and
drain cleaning to various Contractors in various sectors subject to the stipulated
requirements and signing of the contract Agreement. These Contractors were Ravens
Contractors, Nadave Transport, Namadai Methodist Church and Raiwai Grantham

Reform.

Review of the project file and the contract document revealed the following anomalies;
a formal contract for the supply of the stores or service should be entered with the
supplier who was successful and entered in the contract register. Contrary to the above
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requirement, the Council failed to establish contractual agreements with these vendors
for collecting refuse and garbage, grass cutting and drain cleaning. Instead, the Council
relied on the acceptance letter of these vendors which was in response to the Councils
offer letter.

Such findings indicate that the Council did not follow procedures before engaging with
these Contractors.

As a best practice, the contractual agreement should clearly state the contract price to
be paid to the Contractors for carrying out the required works. However, the audit
noted that the Council did not enter into contractual agreement with the Contractors.
Instead, the Council gave offer letters to the contractor. Furthermore, the audit noted
that the contract price stated in the offer letter was estimated contract price. Hence,
the audit could not ascertain the exact cost for engaging the Contractors. Such finding
indicates that the Council failed to engage the Contractors with a fixed contract amount.

The Council will only be in a position to enter in to an agreement after the Contractor
has provided an irrevocable Bank Guarantee for an unspecified period for the sum of
2.5% of the contract value in favour of the Suva City Council. However, the audit noted

that the Council engaged the Contractors to carry out the required works without
obtaining the Bank Guarantee (surety) of 2.5% of the contract sum.

The findings indicate that Councils interests are not fully protected which may result in
substantial loss of public funds. In absence of a contract agreement, the Council may
not be able to take any action against these Contractors if they fail to carry out their
work properly. Failures by the Council to obtain the bank guarantee may result in
substantial financial loss should the Contractor fail to complete the project properly.

In response, Council has indicated they will ensure an agreement is entered into with
contractors and that the contractors provide a performance bond before they engage in
work. '

31.Purchase Order issued after Procurement of Goods and Services

The Council shall place its official orders for repairs to street lights in the municipality
and the Contractor shall issue invoices directly to the Council for payment as provided
in the tender documents.

There were several instances where purchase orders were issued after repairs and
maintenance were carried by Southern Electric Limited. The audit also noted that
purchase orders were issued by the Council to regularise the procurement process and
make payments to Southern Electric Limited.
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The finding shows that proper procurement procedures were not followed by the
Council. In addition, there was lack of supervisory check for procurement of goods and
services. Hence goods and services were procured without purchase orders.

Council has noted the concerns, and has indicated they will ensure purchase orders are
issued and details filed. Appropriate disciplinary action will be taken on the officers who
fail to comply.
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Conclusion

As an observation, PAC notes a general trend of improvement across most, if not
municipal councils.

What was clearly evident throughout this inquiry was the challenge for Council's to
modernise accounting systems on limited resources.

PAC has agreed to host a two-day roundtable with the Ministry of Economy,
Department of Local Government, Office of the Auditor-General, and key Council
finance representatives, in order to ensure a process is in place for the future that
develops consistency of reporting and auditing, alongside capacity building of key
staff.
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We, the Members of the Standing Committee on Public Accounts agree with the
contents of this report:

Hon. Ashneel Sudhakar Hon. Mohammed Dean

(Chairperson) (Deputy Chairperson)

Hon. Alexander O’Connor Hon. Aseri Radrodro

(Member) (Member)

(Member)
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Appendix 1

Letters from PAC to FICAC regarding several issues with the Savusavu and Ba Town
Councils

1) Savusavu Town Council issue — 30" November 2017 (NB: to support the

whistleblowers on this matter, please note names and contact details have been
withheld from public release)

2) Ba Town Council issue — 30t November 2017
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PARLIAMENT

REPUBLIC OF FUI

parR o il STANDING COMMITTEE ON PUBLIC s

P.O. Box 2353 Fax: 679 3305 325

Government Buildings Acc o u NTS www.parliagment.gov.fi
Parl 3-1 30th November, 2017

The Deputy Commissioner A

Fiji Independent Commission Against Corruption
Rev John Hunt Building

3 Fort Street

Suva

Dear Sir,

RE: Complaint Against Ba Town Council

Reference is made to the Public Accounts Committee (PAC) meeting held on Wednesday 29%
November, 2017 and the Audit Report on Municipal Councils of December 2014.

The PAC notes from the Ba Town Council's control issue of Tavua and Ba end Museum Projects at
5.10, Page 6 of the Report (copy attached). The audit noted the following with respect to the creation
of outdoor museums at both ends of the town entrance from the Kings Highway.

e There was no evidence of approval noted in the minutes of the Council to carry out this
project.

¢ There was no feasibility study carried out prior to carrying out this project. Consequently, the
Council had to remove the museum constructed at Tavua end as it was built on top of a sewer
line and obstructed the railways for locomotive trains transporting sugar cane to the Rarawai
Mill.

» No approval was obtained from Fiji Roads Authority, Water Authority of Fiji and Fiji Sugar
Corporation (for Tavua end) for access, right of way and site permit for construction.

e Improper records were kept by the Council for the cost of the construction for audit
verification. Discussion with the Accountant revealed that most materials used in the project
were provided by the general community of Ba free of costs. The Council in tum supplied the
labour and construction ideas from its workforce. However, no evidence existed to
substantiate these arrangements.

The Committee also notes the Management comments where the Council admits that no feasibility
study was done but reiterates that most of the items were donated by the public and the ideas and
construction works were carried out by the Council Workforce. These projecis were solely
administered and supervised by the then Special Administrator and the Council followed the
instructions given by him.

During the submission received from Ba Town Council officials on Thursday 2™ November, 2017, the
Committee was advised that the then Special Administrator, Mr. Arun Prasad was advised by Chief
Executive Officer, Mr Dip Narayan on the lack of permission from Fiji Roads Authority, Water






Authority of Fiji and Fiji Sugar Corporation but he arbitrarily went ahead with the projects. The
projects were later demolished and relocated causing a loss to the council and rate payers.

In view of the Public Accounts Committee, this is a loss of public money caused by the actions of the
then Special Administrator. The Special Administrator, Mr. Arun Prasad was subsequently dismissed
from his position but no further action was taken against him.

The Committee now refers the complaint to your Commission to purse this matter and investigate any
mismanagement or corruption involved on the part of the SA.

'
i

Hon. Ashneel Sudhakar
Chairman, Public Accounts Committee
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AT

Programme Statement

Ba Town Council was established under the Local Governmeni Act (Cap 125 Rev 1985) and section 5 of the
Subsidiary Legislation.

The services provided by the Council are issuance of business licenses, cleaning, maintenance and upgrading
of infrastructure, sanitation services, lighting, drainage and maintenance of parks and gardens. Revenue
generated by rates levied issuance of business licenses, rents received from Council properties and
miscellaneous are used to finance the above services as well as lo meet the administration expenses of the
Council.
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PART A - FINANCIAL INFORMATION
5.1  Audit Opinion - 2013

The audit of the financial statements of the Ba Town Council for the year ended 31 December 2013
resulted in the issue of a disclaimer of opinion as follows:

o The Council is a municipal council and its financial statements are required to be prepared in
accordance with the Intemational Financial Reporting Standards for Small and Medium
Entities (IFRS for SMEs). The Council is yet to comply with IFRS for SMEs as required for
general purpose financial statements.

* Accordingly, the Auditor General is unable to determine the impact on the financial statements
of the Council if any, adjustment which may be necessary if the financial statements were
prepared under IFRS for SMEs,

¢ Included in the Statement of Financial Position for General Fund and Parking Meter Fund are
VAT payable amount totaling $110,529. However, there is an un-reconciled variance between
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the peneral ledger and VAT reconciliation of Statement of VAT account amounting to
$100,388. Due to the variance the Auditor General is not able to satisfy himself if the VAT
payable amount is correctly stated in the financial statements.

¢ Included in the Statement of Financial Position is term loan of $2,632,926. As per the Fiji
Roads Authority (FRA) Decree 2012, all loans taken by the Council for road purposes should
be transferred to the FRA. Included in the term loan balance is loan amount of $236,310 which
the Council took specifically for construction and maintenance of roads in Ba. As at 31
December 2013, the Council has not transferred this loan balance to FRA. Consequently, the
term loan balance of $2,632,926 is not fairly stated in the financial statements.

Management attention is also drawn on the Council’s loan with Fiji National Provident Fund of
$2.302,855. As at 31 December 2013, the Council defaulted on its loan repayment which is in arrears
of $324,822.

5.2 Abridged Statement of Financial Performance- General Fund

Year Ended 31 December 2012

{8)
Revenue
Rates 486,497 562,376
Interest 51,913 11,982
Bus stand charges 29,522 28,023
Business trading and other licenses 150,157 157,160
Market fees 301,083 268,824
Municipal car park fees 177 567 170,382
Rent from Council properties 536,755 617,965
Others 244 649 351,463
Total Revenue 1,978,143 2,168,175
Expenditure _
Administration expenses 221,347 291,900
Public works 371,380 526,069
Health & building 261,081 221,405
Interest on loan 240,367 211,960
Market expenses 100,933 94,693
Depreciation and amorlisation 245,928 515,192
Municipal car park 64,464 58,732
Property expense 73,222 80,386
Parks and gardens 86,112 81,590
Streetlights 72,930 155,495
Others 160,271 157,204
Total Expenditure 1,898,035 2,403,716
Result For The Year From Ordinary Activities 80,108 (235,541)

The Council recorded a surplus of $80,108 compared to a deficit of $235,541 in 2012. The surplus was
attributed to a major decline in depreciation and amortization expense by $269,264 or 52% in 2013.
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5.3 Abridged Statement of Financial Position- General Fund

Assets

Cash and cash equivalents 90,822 70,505
Receivables 569,637 563,692
Other assets 175,721 189,276
Property, plant and equipment 16,971,775 18,116,704
Total Assets 17,807,955 18,940,177
Liabilities

Creditors & borrowings 468,633 478,314
Provisions 19,595 16,630
Term Loans 2,632,926 2,595,764
Total Liabilities 3,121,154 3,081,708
Net Assets 14,686,801 16,848,469
Accumulated Funds

General Fund 4,331,694 4,374,735
Loan Repayment Account 571,016 457,116
Reserves - 9,784,091 11,016,618
Net Accumulated Funds 14,686,801 15,848,469

The net assets of the Council declined by $1,161,668 or 7% in 2013 due to the decrease in property,
plant and equipment by $1,144,929 as the roads, footpaths and the drains were transferred to Fiji
Roads Authority.

5.4 Abridged Statement of Financial Performance- Parking Meter Fund

Year Ended 31 December 2013 2012

‘ (%) (%)
Revenue
Tolls 15,973 21,682
Fines 4,843 8,31
Others 5127 8,939
Total Revenue 25,943 38,942
Expenditure
Salaries, Wages and Relaled Paymenis 11,142 22,576
Meter maintenance 3,102 -
Others 11,022 15,115
Total Expenditure 25,266 37,691
Result For The Year From Ordinary Activities 677 1,251

The Council recorded a decline in surplus by $574 in 2013 as compared to the amount recorded in
2012 in its parking meter account. The reduction in the amount is attributed to the reduction in revenue
received by $12,999 or 33% and the incurrence of meter maintenance expense of $3,102 in 2013.
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5.5 Abridged Statement of Financial Performance- Parking Meter
D b 0 0
Assets
Cash at Bank 8,394 8,195
Non-Current Assets 184 3,146
Total Assels 8,578 11,341
Liabilities
Creditors and accruals 159,668 161,833
Vat Payable 146 892
Provisions 639 1,168
Total Liabilities 160,453 163,893
Net deficiency in Assets (151,875) (152,552)
Net Accumulated Losses (151,875) (152,552}

A negative net asset of $151,875 was again recorded by the Council in 2013 compared to $152,552

recorded in 2012 for the Parking Meter Account.

5.6

Year Ended 31 December

Revenue

(8)

Abridged Program Information

Expenses

{$)

Net Cost of

Services
(S)

Net Cost of

Services

(%)

General Fund 1,838,213 1,872,005 (33,792) (377,511)
Special Raie Fund 139,930 26,030 113,900/ 142,030
Parking Meter Fund 25,943 25,266 677 1,251
Total 2,004,086 1,823,301 80,785 {234,290)

PART B — CONTROL ISSUES

5.7

Medium Entities (IFRS for SMEs)

Non - Adoption of International Financial Reporting Standards for Small

Every Council shall keep proper accounts and records which shall be kept in accordance with the
accounting standards approved by the Fiji Institute of Accountants.’

Smaller accounting entities will, following FIA’s adoption of the IFRS for SME Standard from st
January 2011, need to comply with that Standard. The old Fiji Accounting Standards (FASs) have
been withdrawn.

Audit noted that the Council failed to prepare its annual financial statements under IFRS for SME.
Thus, the annual financial statements prepared are contrary to the instruction stipulated in section 47 of
the Local Government Act.

' Local Government Act, Cap 125 — Section 47(2)
2 Fiji Institute of Accountants Annual Repori for 2011 — page 14

Raport of Municipal Councils — December 2014
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Recommendation

The Council should work towards the adoption of IFRS for SMEs in preparing the financial
statements.

Management Comment

Noted.

5.8 Non-Transfer of Loan to Fiji Roads Authority

All loans taken in relation to construction or maintenance of roads by the Council will be transferred to
Fiji Roads Authority’.

The Council has recorded a total term loan of $2,632,926 in its financial statements. Including in that
loan is loan balance of $236,310 which was specifically taken for the construction and maintenance of
roads. The Council has failed to transfer this loan balance to the Authority as at 31 December 2013.

The Council has not complied with FRA decree 2012. Additionally, term loan in the financial
statements is not fairly stated.

Recommendation
The Council should liaise with FRA and transfer the loan balance to the Authority.

Management Comment

The delay was from FRA hence iransaction took place in early 2014.

5.9 Failure to recover advance to parking meter

The Council should make all effort to recover money advanced to Parking Meter Fund account. This
will assist the Council in its operations.

Audit noted that stated in the statement of financial position is the amount totalling $156,616 which
constitutes a receivable from Parking Meter Fund. However, the Council made no effort to recover this
amount from Parking Meter. Instead receipts from parking meter which are accidently banked in the
General fund are offset against this receivable,

The above anomaly poses doubt on the existence and valuation of the amount reported as advance to
Parking Meter.

Recommendation

The Council sheuld ensure that the amounts owed internally are cleared.

* Fiji Roads Authority (FRA) Decree 2012
Report of Municipal Councils = December 2014 Page 5




REPORT OF THE AUDITOR GENERAL OF THE REPUBLIC OF FIJI 2014

Management Comment
Comments Noted. The advance given from the General Fund for the installation of the parking meters was

basically to have a controlled traffic flow in town. However, Council will now have a target to deposii certain
amount of money monthly to clear the advances made to Parking Meter.

{510 Tavua and Baend s

The ledger account of each expenditure item or code should show the total budget approved by the
Council at any time. The normal progression is initial budget at the beginning of the year, subsequent
increases for additional needs and decreases for funds wired to other programmes.’ It is also
imperative that proper planning is carried out before execution of any project.

The audit noted the following with respect to the creation of outdoor museums at both ends of the
town entrance from the Kings Highway.

e There was no evidence of approval noted in the minutes of the Council to carry out this
project.

o There was no feasibility study carried out prior to carrying out this project. Consequently, the
Council had to remove the museum constructed at Tavua end as it was built on top of a sewer
line and obstructed the railways for locomotive trains transporting sugar cane to the Rarawai
Mill.

e No approval was obtained from Fiji Roads Authority, Water Authority of Fiji and Fiji Sugar
Corporation (for Tavua end) for access, right of way and site permit for construction.

e Improper records were kept by the Council for the cost of the construction for audit
verification. Discussion with the Accountant revealed that most materials used in the project
were provided by the general community of Ba free of costs. The Council in tum supplied the
labour and construction ideas from its workforce. However no evidence existed to substantiate
these arrangements.

The above anomalies indicate improper planning by the Council in the construction of the Museum,
Recommendation

The Council should ensure that it plans adequately and obtain all necessary approvals for any
future projects.

Management Comment

Comments noted. Council admits that no feasibility study was done but reiterates that mosi of the items were
donated by the public and the ideas and construction works were carried out by the Council Workforce. These
projects were solely administered and supervised by the then Special Administrator and the Council followed the
instructions given by him.

5.11 Anomalies in property, plant and equipment

There should be periodical survey or stock-take, at least once a year, to determine the existence of the
assets and their physical condition. At such surveys opportunity should be taken to report on

“ Manual of Municipal Councils Appendix 8
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deteriorating condition of any item and the provision made for proper maintenance, or even disposal to
save further loss’

Depreciation expense should be allocated to the asset across the year. Additionally, all negative written
down values of the property, plant and equipment should be investigated and appropriate adjustment
taken to adjust the difference.

The audit noted the following anomalies in the audit of property, plant and equipment;

e The Council did not carry out a board of survey for its assets as required by the Manual of
Accounts for Municipal Council of Fiji.

e Some items of plant and equipment were not charged depreciation for the whole year. Refer to
Table 5.1 for details.

Table 5.1: Items not allocated depreciation
Asset 1 WDV
(S)

Table for Sushil 228.28
3 office 1ables 504.34
2 office chair 253.92
4 x Maroon Euro Visitors Chair 473.32
1x Red Typist Chair - Health 98.84
1x Grey Typist Chair 145.77
1 Piece (Grey) Curtain Blinds 398.99
2 Piece (Grey) Curtain Blinds (45.46)
1 View Sonic sel 1,092.59
1 Compuler sel 1,651.38
APC - UPS 158.26
1 sel computer - health 1,347.15
1 Finger Machine- time clock 653.62
HL-2030 PRINTER-CASHIER 150.73
BROTHER-MFC-J6510DW-HEALTH 57246
2 x TH48 Kawasaki Brush Cutter 1,401.62
2 x TH48 Kawasaki Brush Cutier 1,380.14
2 x THA8 Kawasaki Brush Cutter 1,458.24
2 x TH48 china brand 508.70
2 Water Pump - Diesel 1,409.85
Bosch hammer Drill 674.08
Makita Angle Grinder 122.71
1 Makita Drop Saw 70044
Plate Compactor Machine 80kg 508.70
Sid chrome Socket set tool for Kato 143942
Combination Pliers 2 - electrical 188 41
Maxton Hol Water URN 22643
Maxton Chest Freezer 720,62
Toshiba Torch 56.52

¢ No depreciation was allocated against the costs of tractor and trailer during the year. As at balance
date, the tractor recorded a written down values of $10,000 while the trailer recorded $5,000.

e Some items of property, plant and equipment had negative written down value. Refer to Table 5.2
for details.

* Manual of accounts for Municipal Councils in Fiji, section 19.3
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Table 5.2: Items with negative written down values

Asset WDV
9

Complete Sound System Set (725.35)
4 Drawer Steel Cabinet (8.50)
1x 2 Drawer Steel Cabinet (6.25)
2 x 4 Drawer Steel Cabinet (8.50)
1 x 2 Drawer Steel Cabinel (6.25)
4 x 4 Drawer Steel Cabinet (8.50)
1 x4 Drawer Sieel Cabinet (8.50)
2 % 4 Drawer Steel Cabinet {8.50)
Burn Site Small Steel Safe (11.25)
Crown Steel Safe (5.00)
Ceiling Fan (2.00)
Ceiling Fan (2.00)
Ceiling Fan (2.00)
Power Mate Rotating Ceiling Fan (3.75)
{806.35)

¢ The amount for property plant and equipment recorded in the financial statements was more by
$4,778 when compared to the amount calculated from the fixed asset register.

This implies that the amount disclosed for property plant and equipment in the accounts is incorrect.
Recommendations
The Council should:

. ensure that annual Board of Survey is conducted at least once a year and a report
prepared about the conditions of its assets;

° depreciation is allocated against all the assets available for used during the year;
reverse the depreciation on assets which have zero written down value;

® carry out reconciliation between the Fixed Asset Register and the balance of the property
plant and equipment recorded in the accounts; and

o resolve any difference noted between the fixed asset register and the amount for property
plant and equipment recorded in the financial statements.

Management Comment

Comuments noted and ensures that Board of Survey be conducied before financial year ends.

5.12 Breach in FNPF Loan

The charge created by this Deed shall become enforceable if the mortgagor fails to pay any part of the
secured moneys on the due date of the payment thereof.®

The audit noted that the Council made four monthly loan repayments during the year instead of twelve.
Consequently, a confirmation dated 30 June 2014 from the Fiji National Provident Fund to audit stated
that the Council had breached the term of the mortgage by not meeting its repayment schedule. As at

*Deed of Debenture between Ba Town Council and Fiji National Provident Fund dated 2/4/2004- Paragraph 7.1(a)
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31 December 2013 the loan was in arrears of $324,882.30 which incurred accrued interest charge
amounting to $199,423.

The Council has not complied with the loan agreement and would find difficulty in obtaining any
further financing assistance from the Fund in future. Additionally, the Council could lose its assets
pledged as securities if it continues to default on the loan repayments.

Recommendation

The Council should give upmost priority to the required repayment agreement with FNPF and
make monthly loan repayments on time.

Management Comment

Comments noted. Council's revenue for that property is less than the repayment per month since lot of space is
vacant. At present Council is not in a position to pay the fill repayment, but is making every effort to have the
whole area rented out to puy the arrears. Since then Council had meetings with FNPF and other financiers and
has finally decided 1o refinance its loans by the Bank of the South Pacific whose interest rate is 4.5% annually
which Council ean repay.

5.13 Value Added Tax

It is imperative that the Council’s VAT account should be reconciled on a monthly basis with the
statement of VAT account issued by Fiji Revenue and Customs Authority. The monthly
reconciliations would allow the Council to identify and rectify the understatement or overstatement of
VAT input and VAT output in the VAT returns on a timely basis.

Qur review of Council’s VAT revealed a variance amounting to $100,388 between the general ledger
and the independent reconciliation carried out by audit with the statement of VAT account received
from FRCA. Refer to Table 5.3 for details:

Table 5.3: Variance in VAT

Particulars | Amount
{8)

VAT payable as per SVA reconciliaion 10,141

VAT payable as per financial statements 110,529

Variance 100,388

The above variance indicates that no reconciliation was prepared during the year between the general
ledger and the statement of VAT account. Consequently, VAT in the financial statements is incorrectly
reported.

Recommendation
Monthly VAT reconciliations should be prepared between the Council’s records and FRCA’s

statement of VAT account and any variance arising thereon should be properly investigated and
resolved.
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Management Comment

The Cowncil does monthly Vat reconciliation. The Council does not puay VAT on rates which are not collected.
As we collect rates, Vat is paid accordingly.

Report of Municipal Councils — December 2014 Page 10



PARLIAMENT

REPUBLIC OF FUJI QT
Parliament of Fiji STANDING COMMITTEE ON PUBLIC Tel: 6793305 81/
P.0O. Box 2353 Fax: 6793305 325
Government Buildings Acco U N Ts www.parliament.gov.ff
Parl 3-1 30th November, 2017

The Deputy Commissioner

Fiji Independent Commission against Corruption
Rev John Hunt Building

3 Fort Street

Suva

Dear Sir,
RE: Complaint Against Savusavu Town Council

Reference is made to the Public Accounts Committee (PAC) meeting held on Wednesday 29"
November, 2017 and the Audit Report on Municipal Councils of December 2014.

The Public Accounts Committee notes from the Savusavu Town Council's audit opinion that there
were various anomalies in the accounts of the Council. The Committee notes from the Council's
control issues that the curmrent liabilities include unidentified land sales deposits amounting to
$427,456. The Council failed to provide records, listing or reconciliations to substantiate these
deposits.

The Committee understands that these deposits are for sub-division and land sales which are paid by
the people of Savusavu among other people. Upon inquiry with the Special Administrator and Chief
Executive Officer who appeared before the Committee, it was revealed by them that the Council had
attempted to locate the people who had paid up the deposits by advertising in the newspapers but no
one tured up to make any claims.

However, after the news went to the media many people turned up and contacted the Committee
revealing that they had in fact enquired of the Council about their deposits but did not receive
satisfactory answers or were tumed away. We attach two emails containing lefters from two such
persons. The Committee is however unsure if these letters relate to the same subdivision.

The Committee feels that they may have been misled by the CEO and SA of the Council as PAC has
now received numerous correspondences from people who claim that they paid the deposits to the
council but the council refused to hear them out or refund their deposits. There are possibly other
people who may come up with information.

In Part B - Control Issues, it is noted that the Council failed to produce some important documents
and records for audit. Refer to table 2.1 for details.






Table 2.1: Missing Documents and Records

Account Amount Documents & records not provided
Nakama Tenants 31,943 Register and Reconciliation
Navagigi Tenants 15,769 Register and Reconciliation
Sundry Debtors 15,487 Register and Reconciliation
Land Sales Deposits 447,357 Register and Reconciliation
Other Loan 9,500 Register and Reconciliation
Rent arrears 1,438 Register and Reconciliation

In the absence of records for these subdivisions and accounts neither the Office of the Auditor
General nor the PAC can rule out misuse of public money. Further, the Council did not prepare any
employee leave listing to record and recognize leave. The non-existence of records to support the
amounts questions the accuracy of items as recorded in the financial statements.

The Committee further notes the control issue of no approval to use funds from land dealings
account. The Officials of Savusavu Town Council informed the Committee that it was an oversight on
the part of the Council. This issue is serious as there are complaints that land deposit moneys have
been siphoned out of the account and is no longer available.

The above are some of the audit issues picked up by the Auditor General to which the PAC has not
received sufficient explanation thus requiring an enquiry.

After the issues of Savusavu Town Council were reported in the media, the Committee through its
chair received various complaints and allegations from the general public on the affairs of the Council.
Whilst some of these were not reported in the Auditor General's Report, the Committee feels these
issues should be investigated to put the matters to rest. Some of the issues brought up are:

i.  Misuse of ratepayers money by the CEO and SA:

ii.  Issuance of most of Council's tenders for works to the CEO, Mr. Dharmendra Lal's brother's
company; Sant Lal Construction:

iii.  Improper or inadequate renovations to Ganilau Park and the Children’s Park;

iv.  Misuse of carnival funds collected by SA and CEO. It is alleged that these carnivals are
organized by the SA and CEO taking time off from official hours;

v.  Improper handling of land deposit money; and

vi.  Missing money collected from rates and rents, among other things

We attached herewith some of the correspondence received by us.

The following people are willing to speak to any investigating authority and provide further evidence
on the above issues. The contacts are as follows:

i.  Ms Rozeleen Vickery PH: +64212702220;
ii.  MrRaijeli Lal PH: 9870790:;
iii.  Mr Shankar Singh PH: 9260469:
iv.  Mr Sanjay Lal PH: 9047877;
v.  MrLasaro, a Council Employee; and
vi.  Mr Patel, PH: 9440111

The Committee now refers the complaints to your Commission to pursue this matter and investigate
any mismanagement or corruption involved.






e

Hon. Ashneel Sudhakar
Chairman, Public Accounts Committee
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Priza P. Chand . —

From: Ashneel Sudhakar <ashneel_sudhakar@yahoo.com>
Sent: Wednesday, November 29, 2017 12:13 PM

To: Priya P. Chand

Subject: Fw: Ganilau Park Savusavu

Attachments: imagel.jpeg; image2. jpeg; image3.jpeg; imaged.jpeg

Sent from Yahoo Mail on Android

---- Forwarded message -----

From: "rozeleen@xtra.co.nz" <rozeleen@xlira.co.nz>

To: "karan.opm@gmail.com" <karan.opm@gmail.com>, "ashneel_sudhakar@yahoo.com”
<ashneel_sudhakar@yahoo.com>, "ps.opmfj@gmail.com” <ps.opmfj@gmail.com>

Cc: "unaisi.moceisuva@govnet.gov.fi" <unaisi.moceisuva@govnet.gov.fj>, "aiyazsk@gmail.com"
<aiyazsk@gmail.com>, "frankjosh156@gmail.com” <frankjosh156@gmail.com>

Sent: Thu, 16 Nov 2017 at 9:09 am

Subject: Ganilau Park Savusavu

The Savusavu Town Council was given grants by the Ministry to get Ganilau Park repaired just after Cyclone
Winston. The Fiji Soccer Association donated a lot of money towards the repair too. Instead of accepting tender
from qualified builders to do this repair job, the Council staff decided to take on the job themselves. The
allegation is that Council staff paid themselves more than they needed to without competing this job.

The park is still closed. The replaced timber is rotting away in the stands. The gates have been shut for 2 years.

Our secondary school children used this Park for all their athletics, rugby and soccer. The this was the home
ground to Savusavu Soccer and Rugby.

Our sportsmen, sportswomen and public have been waiting patiently for the only sports park to reopen so that
we have some normality back in town. We don’t have much to look forward to. We don’t h<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>