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Dear Sir

PERFORMANCE AUDIT REPORT

In accordance with section 152(13) of the Constitution of the Republic of Fiji, | am pleased to
transmit to you my report on:

The Management of Workers Compensation Trust Fund;
Audit of Social Welfare Schemes;

Audit of Government Subvention — Council of Rotuma; and
Audit of Fiji Procurement Office and Construction Implementation Unit.

o=

A copy of the report has been submitted to the Minister for Economy who as required under
section 152(14) of the Constitution shall lay the report before Parliament within 30 days of
receipt, or if Parliament is not sitting, on the first day after the end of that period.

Yours sincerely

(e

Ajay Nand R S
AUDITOR-GENERAL e

Encl.



The Office of the Auditor-General - Republic of Fiji

The Office of the Auditor-General is established as an Independent Office by the Constitution of
Republic of Fiji. Its roles and responsibilities include carrying out performance audits to determine
whether an entity is achieving its objectives effectively, economically and efficiently and in
compliance with relevant legislation. These audits are carried out by the Auditor-General on behalf
of Parliament.

The Auditor-General must submit a report on performance audits carried out to Parliament. In
addition, a single report may include two or more audits. This report satisfies these requirements.

The Office of the Auditor-General notes the impact of its reports to Parliament on the ordinary
citizens and strives for accuracy and high quality reporting including recommendations which are
not only value-adding to the entity subject to audit but its customers, the general public as well.
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1. EXECUTIVE SUMMARY

The Office of the Auditor General carried out a performance audit on the Management of the
Workmen Compensation trust fund account of the Ministry of Employment, Productivity &
Industrial Relations (MEP & IR).

The overall objective of this audit to assess the effectiveness of Workmen Compensation Unit
under the OHS division of the MEP & IR in the processing of workmen compensation payments for
the period August 2017 to May 2018.

Our audit covered all the stages of the reporting, investigation and medical assessment process
and payment of workmen compensation claims. It was conducted based on the information and
records provided by the Workmen Compensation Unit during the period the audit was undertaken.

We examined a total of 84 workmen compensation case files (48 private sector injury cases, 17
government injury cases, 2 private death cases, 17 government death cases) for which payments
were made during the period of review amounting to $1.4 million. Another 86 files were separately
considered for detailed testing of the IT system controls to ascertain whether the database is
updated and all information is captured. A total of 81 withdrawals made between the periods 2016
to 2018 amounting to $67,422 for the dependents (minors) trust fund bank accounts were
separately reviewed.

Based on our audit, we established that the Workmen Compensation Unit did not fully comply with
the Workmen Compensation Act 1964, Workmen Compensation (Amendment) Act 2015, Workmen
Compensation (Amendment) Act 2017, related standard operating procedures and related
financial policy guidelines.

Significant findings identified from the audit include the following:

e Significant disparity in reporting and processing time of compensation claims was noted
between the government ministries/departments and private sector cases.

e The enforcement mechanisms under the Act have not been strictly implemented by the
Ministry to ensure timely reporting of work related injuries and deaths.

e Medical reports were not available on a timely basis due to labour mobility issues.

e Approval from Cabinet for the use of American Medical Association Guidelines was not
obtained.

e Requirements of the standard operating procedures not fully complied with.

e The record keeping and filing processes is archaic and IT systems were inadequate to fully
capture information that would aid decision making for effective planning, monitoring and
reporting and also allow for proper post-payment review.

e It seems that the importance of proper record keeping for trust fund accounting records
(receipts) is not given due considerations resulting in missing receipt books.

e Thereisabsence of proper or approved policy/guideline to direct the Unit in managing the trust
monies held for the dependents of the deceased.

The main factors that have been identified and crucial to improving the Workmen Compensation
Unit are the strict enforcement of the current reporting mechanisms under the Act and provision
of a modern IT system to improve filing systems that would enable the Ministry to efficiently
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monitor the progress of all the cases. The MEP & IR should also consider transferring the trust
monies held for the minors to the Fiji Public Trustee Corporation Ltd to manage the trust which
would ultimately free up the Unit’s resources to focus on its core functions

2.  AUDITING STANDARDS

We have conducted this audit in accordance with the International Standards of Supreme Audit
Institutions (ISSAI 4000) on Compliance Auditing.

3. REFERENCE TO COMMENTS

Comments provided by MEP & IR have been incorporated in this report.

4. WHAT WE AUDITED & AUDIT SCOPE

The subject matter for this audit was to determine whether the MEP & IR has processes and related
controls for processing of workers compensation claims. Furthermore, there is assurance that only
valid claims are paid in the correct amounts and in a timely manner in compliance with the
applicable laws, regulation and the Unit’s standard operating procedures.

Due to the absence of a proper file archiving system for previous year’s workmen files,
geographical location of district offices and limitation in extracting reports from the Workmen
Compensation database, the scope of the audit was limited to the compensation payments made
between the period August 2017 and May 2018. We did not review the files for cases which have
been reported, investigated and no compensation was made due to the injury or death not being
work related. However, workmen compensation cases that were initiated from previous years but
completed and paid for in the 2017/2018 financial year were also covered.

Through this audit, we examined whether the MEP & IR complied in all material respects with the
Workmen Compensation Act 1964, Workmen Compensation (Amendment) Act 2015, Workmen
Compensation (Amendment) Act 2017, Workmen Compensation (Occupational Diseases)
Regulations 2017, standard operating procedures and related financial policy guidelines. In areas
where the above Regulations are limited, in terms of the sound financial management, the
generally accepted principles are recognized as best practices. Our audit addressed the following
main questions:

1. Whether employment related personal injuries and death cases are reported by the
employers to the MEP & IR in a timely manner and are being compensated accordingly in a
timely manner?

2. Did the MEP & IR consistently comply with the Workmen Compensation Act 1964,
Workmen Compensation (Amendment) Act 2015 and Workmen Compensation
(Amendment) Act 2017 and with related standard operating procedures when processing
and computing the compensation amount payable and whether payment was made to
only those that were entitled for compensation?

3. Did the MEP & IR maintain proper accounting and related trust records in compliance with
the requirements of the Ministry’s finance manual, Financial Management Act 2004,
Financial Management (Amendment) Act 2016, Finance Instructions 2010 and Finance
(Amendment) Instructions 2016 and all information is updated regularly in the workmen
database?

4. Whether the trust accounts records for dependents (minors) of the deceased workmen
are properly kept and all withdrawals made are acquitted?
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For each of these questions, we examined if the Ministry through Workmen Compensation Unit
complied in all material respects with the agreed criteria specified in Section 4 of the report, with
respect to processing of workmen compensation claims during the period in review.

5. AUDIT CRITERIA

The MEP & IR, as a Government agency, must operate within an environment of government
legislation and policies. The criteria for the audit is based on regulations, policy framework, and
manuals designed to ensure compliance with laws governing all workmen’s compensation related
issues. These include:

a) Workmen’s Compensation Act 1964.

b) Actno. 8 of 2015 - Amendment to Workmen Compensation Act (CAP 94) dated 14/07/15.
¢) Actno.3 of 2017 - Amendment to Workmen Compensation Act (CAP 94) dated 14/02/17.
d) Workmen Compensation (Occupational Diseases) Regulations 2017.

e) Workers Compensation Service Customer Feedback Procedure (ME/WC-07).

f)  Employment Relations Tribunal Procedure (ME/WC-06).

g) Workers Compensation Claims Procedure (ME/WC-05).

h) Occupational Disease Case Procedure (ME/WC-04).

i) Death Case Procedure (ME/WC-03).

j)  Injury Case Procedure (ME/WC-02).

k) Registration Procedure (ME//WC-01).

[)  Ministry of Employment - Finance Manual.

m) Financial Management Act.

n) Finance Instructions 2010.

We believe that the criteria tested in each area of the audit are sufficient to conclude on the overall
compliance of relevant legislations and polices related to workmen’s compensations.

6. METHODOLOGY

The audit methodology included conducting interviews, collecting and reviewing information from
individual workmen files and database, recalculating compensation payments, performing tests,
procedures and analysis against predetermined criteria.

Information collected and reviewed included the following:

e  Ministry’s internal policies and standard operating procedures for receiving, processing, and
paying workers compensation claims.

e Interviews with Ministry’s staff and management.

e Workers’ compensation files including forms, medical assessment records, statements,
compensation calculation sheets, payment vouchers and trust fund receipts.

e The workers’ compensation case progress tracking database.

Procedures and tests conducted included the following:
e  Verified workers’ compensation payments for compliance with statute, rules, and Ministry’s

policies and procedures, including accuracy and timeliness requirements.
e Interviewed key personnel at the Ministry.

REPORT OF THE OFFICE OF THE AUDITOR GENERAL - REPUBLIC OF FLJI



REPORT ON THE AUDIT OF THE MANAGEMENT OF WORKERS COMPENSATION RVIINISYEE@OIN =V NO 1= Ny i x{elplV[eai\i nE
TRUST FUND & INDUSTRIAL RELATIONS

e (Compared claim information in the database to documents contained in the files for data
accuracy.

e  Performed analytical procedures over the impairment percentages.

e Reviewed the Ministry’s trust fund payment and receipt records including the verification of
minors (beneficiaries) trust accounts.

e  Verified withdrawals and acquittals from minors trust bank accounts.

Audit findings identified were initially discussed with the Manager Workmen Compensation and
the Senior Labour Officer.
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7.  AUDIT FINDINGS AND RECOMMENDATION FOR IMPROVEMENT

Reporting and registration process

All work related injury and death cases are investigated by the Ministry after they are reported by

employers and recorded in the Master Register using the reporting protocols shown in the diagram
below.

Start )

v

1. Completed LD Form/C/1 received form Employer

—

Request for complete
details

2. All details reflected in the LD Form/C/1?

ME/WC - 01—
Yes RF1

4. LD Form/C/1 recorded in the master register for issuance of
ASN

No

A 4

5. All new reported cases forwarded to SLO for distribution

v

6. Assigned Inspectors to enter into the database

v

End )

Source: MEP & IR Death Case Procedure (ME/WC-03), Injury Case Procedure (ME/WC-02)

Average time to process reported work related injury/death cases

The Workmen Compensation Act 1964, Workmen Compensation (Amendment) Act 2015 and
Workmen Compensation (Amendment) Act 2017 indicates that employers have a responsibility to
provide notice to the Permanent Secretary of MEP & IR of all work related injuries and deaths.

Any injury to a workman should be reported not later than fourteen days. For work related deaths,
a one-week timeframe is provided for the employer to provide notice to the Permanent Secretary
regarding the deaths and the circumstances of the death of the workman if they are known to the
employer. If an employer fails to comply with the stipulated timeframe without reasonable cause,
a labour inspector shall issue the employer with a demand notice.
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The data for workmen compensation claims paid from August 2017 to May 2018 was analyzed to
determine the time it took an injured employee or dependents of the deceased workmen to
receive compensation. Based on the current reporting data, the following dates are captured in
the registration form and database system:

e the date employee was injured or died.

e the date the injury was reported to the Ministry.

e the date the impairment and medical assessment was done by the medical officer.

e the date the claims were sent to the employer (for private cases) and approval for payment
to the respective Permanent Secretaries (for government cases).

e the date the payment was received from the employer or insurer (for private cases) and date
approval received from the respective government Ministry/Department.

e the date the decision from the ERT was obtained (for death cases only).

e the date the payment was made to the employee or dependents.

We carried out analysis of the average reporting and processing time of reported cases using the
data in the individual workmen files. The analysis included case files with lengthy reporting time
which affected the overall reporting results. Hence, the median number of days was used to
provide a more representative portrayal of reporting and processing times. Refer to table below
for examples.

Table 7.1: Details of Reporting and Processing Times

Median

1. | From injury/death to report | 281 125 75 67 109 31.5 9 9
to Ministry of Employment,
Productivity and Industrial
Relations

2. | From reporting date to | 450 340 435 254 610 529 0 0
final medical assessment
report received

3. | From final medical | 91 20 95 17 103 33.5 79 79
assessment to claim sent
to employer or approval
from PS

4. | From approval sent to PS | 78 12 31 17
to approval received (for
ministries and
departments)

76 40 6 6
From claim sent to
employer to payment
received (for private).

5. | From payment received 84 91 44 44
from employer/insurer (for
private cases) or approval
received from PS (for
ministries and
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Reporting Average Days for Government | Average Days for Private sector
processing time Ministries Departments

Median Median

departments) to ERT
decision for death cases
only

6. | From payment received | 55 42 34 31
from employer/insurer (for
private cases) or approval
received from PS (for
ministries and
departments) to payment
made to injured employee.

7. | From ERT decision to 94 100 14 14
payment made to
dependents of the death
employee.
Total days 955 539 814 546 932 665 152 152

The above analysis indicates that the average processing times for both government and private
sector is approximately the same. It takes 955 days to complete the full process of the
compensation claim payments for government injury cases while it takes 932 days to process
compensation payments for the private sector injury cases.

We noted that government ministries/departments tend to report injury cases very late in
comparison to those employers in the private sector. The delay by the government ministries/
departments is attributed to the general lack of awareness of human resources and administration
units to report work related injuries/death cases to the MEP & IR within the legislative deadlines.
For private sector employers, compliance level is generally good. Discussion with the Workmen
Compensation Unit team noted that trainings regarding the Workmen Compensation Act 1964,
Workmen Compensation (Amendment) Act 2015 and Workmen Compensation (Amendment) Act
2017 are also conducted. However, the compliance Ilevel for the government
ministries/departments remains a concern.

Audit review indicated that the final medical reports for government ministries/departments are
obtained quickly when compared to private sector. It takes an average of 450 days to obtain final
medical reports for government employees whilst a much longer period of 610 days is taken by
private sector employees to obtain their final medical reports.

For government ministries/departments, Permanent Secretaries or Heads of Department tend to
agree with the percentage incapacity or impairment provided in the initial medical report and
calculation of compensation amounts payable to the injured employees. From the files reviewed,
none of the Permanent Secretaries of government ministries/ departments disputed the medical
opinions and compensation calculation provided by the MEP & IR. More time is normally taken for
the private sector employees because their employers and insurers tend to dispute the initial
medical opinion on the percentage of incapacity or impairment .In some cases, the employers opt
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to obtain a second medical opinion, which further prolongs the process. From the 48 private injury
cases reviewed, 7 or 14.6% were disputed by either the employers or insurers.

In some instance, conflicting medical opinions and assessments are received from the doctors,
hence delaying the process. Refer to Table 7.2 below for examples.

Table 7.2: Examples of private sector injury cases with lengthy processing times

ASN Date of Date case Remarks

Number Injury Reported
1756/08 |13/10/2008 [27/01/2009 | Workmen withdrew his case from MEPIR on 11/05/10 and again
requested for reactivation of file on 05/09/13 on the basis that there
has been no progress with the private lawyer.
885/12 08/05/2012 [17/05/2012 | Workmen was initially awarded 1% WPI assessment> However,
he disagreed with the assessment and opted for Ministry doctor to
do the assessment which gave a 14% WPI. VGML did not agree
and opted to have another opinion which gave a 28% WPI. Claim
was processed on the 28% basis.
1878/10 |16/11/2010 [27/11/2010 | Worker was referred by insurer for a 2nd opinion and was seen by
a doctor on 06/08/12 and awarded 0% WPI. However, another
doctor had initially given assessment on 24/06/12 and gave a 16%
WPI.
2121/10 |1/12/2010 |7/11/2013 Conflicting medical opinion received in this case as one doctor had
given a 1% WPI and another doctor had given a 5% WPI
assessment.

1383/15 |1/09/2015 [21/09/2015 | The Doctor had actually given 30% WPI based on AMA guidelines,
however, the Ministry still used 40% as the WPI for loss of eyesight
on the basis that it was a scheduled injury.

The Ministry of Employment takes between 91 to 103 days (3 months) to send the compensation
claims to the employers which is more than the 4 days’ timeframe stipulated in the Ministry’s
standard operating procedure. This indicates that responsible officers are not ensuring that claims
are sent to the employers on a timely basis and within the timelines stated in the standard
operating procedures.

We further noted that both government and private sector employers were often not complying
with the 21 days’ timeframe to either dispute the compensation claims or make the payment to the
workmen compensation trust fund. On average, it took 78 days for government
ministries/departments to provide the approval for payment to the Permanent Secretary for MEP
& IR to pay the injured employee whilst it took an average of 76 days for the private sector
employers to make payments to the trust fund account held by the Ministry.

We also noted that on average, it takes between 34 to 55 days for the Ministry of Employment to
process the payment to the injured employees. The delay in processing the payment is attributed
to the process within the Ministry’s payment process where all the compensation payments
require the approval of Permanent Secretary of Employment.
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For work related death cases, we noted that it takes the MEP & IR on average approximately 814
days (2 years & 3 months) to complete the full process of the compensation claim payments for
government death cases whilst for the private sector, it takes on average around 152 days to make
settlement to the dependents of the deceased workmen.

Our review indicated that more time is taken to process the compensation for government
ministries/ departments because majority of the reported cases were natural cause deaths
whereas for the private sector, two of the death cases reviewed out of the total of three cases
reported during the period were fatality death cases which occurred at the workplace.

Government ministries/departments on average take 75 days to report death cases to the MEP &
IR whilst those employers in the private sector took on average 9 days to report the case to the
Ministry. In most cases, the deaths were reported by the dependents of the deceased and later
brought to the attention of the employer by the MEP & IR. This is the result of the general lack of
awareness in the human resources and administration units of Ministries/Departments to report
work related death cases to the Ministry.

Given that majority of the reported cases from Ministries/Departments are natural deaths, the
investigation process to collate all the statements and evidences is quite lengthy before it is given
to the doctor to assess and provide an opinion whether the death is work related or not. The
analysis noted that on average, it takes 435 days to obtain final medical reports for government
employees whilst no medical opinion was required for the private sector deaths as they were all
fatality cases. We did not observe any natural cause death payment being made for private sector
employee during the period of review whilst for the government cases, a total of 16 out of the 17
cases reviewed or 94% were natural cause deaths and only one was a fatality case. Refer to Table
7.3 below for details.

Table 7.3: Details of government employees deaths through natural causes

ASN No. Date of | Date death Remarks
death reported
649/16 12/04/2016 [8/08/2016 Diagnosed of acute fabric illness, renal impairment,

thrombocytopenia, end stage kidney disease. Workman was
discharged against medical advice by wife despite consultant’s
explanation on his medical conditions at CWMH on 10/04/16.

1621/15 27/10/2015 [19/11/2015 | Passed away while on normal physical training which was
organized by the battalion.

1947/16 16/11/2016 [22/01/2017 | Officer was on Annual Leave and was returning from Nausori to
Korovou in a van when he had asthma and heart attack. Was
pronounced dead on arrival at Korovou hospital.

1182/14 08/07/2014 [20/10/2014 | Collapsed during physical training

1136/15 14/07/2015 |13/08/2015 | Cardiac dysrhythmia verticular fibrillation
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ASN No. Date of | Date death Remarks
death reported

780/10 24/05/2010 [26/05/2010 | Acute myocardial infarction, coronary artery disease. Workmen is
a known heart patient as he was already been medically boarded.
However, with the nature of work that he was doing, accelerated
his death, hence it was work related. The doctors in this case
(medical superintendent, CWM hospital dated 08/10/10 (not work
related) and Medical superintendent, Tamavua Twomey hospital
dated 06/11/12 (work related)) had conflicting opinions.

1626/16 24/09/2016 (9/01/2017 Acute anteroseptal myocardial infarction, severe coronary artery

1946/16 19/11/2016 [22/02/2017 | Acute Anterior Myocardial Infarction, Cardio Vascular Disease ,
Old Lateral Myocardial

163/17 13/02/2017 [20/02/2017 | Acute anterior myocardial infarction

164/17 08/02/2017 [22/02/2017 | Cardiac arrest

1284/15 28/08/2015 [18/11/2015 | Officer went to Rotuma on official duties for fruit flies testing in July
2015. The deceased felt cold and visited Rotuma Hospital but
doctors were not there. The deceased had to wait for one week in
Rotuma for the boat to return.?

1022/16 25/05/2016 [24/04/2017 | Primary school teacher and she died before arriving to Rakiraki
hospital.

2079/16 26/12/2016 [30/03/2017 | Congestive cardiac failure, hypercholesterolemia. Workmen died
peacefully in his sleep at home.

1948/16 26/11/2016 [22/02/2017 | Acute myocardial infarction, hypertension

1944/16 26/11/2016 [10/01/2017 | Acute Pulmonary Odema, Acute Coronary Syndrome, Diabetes
Type 2, Hypertension

2305/14 17/12/2014 [20/02/2015 | Severe Sepsis , Right Foot Sepsis

The above finding indicates that some employers are not reporting natural cause deaths to the
Ministry even though some may be work related. In addition, currently there are no enforcement
measures in place to ensure that all employee deaths are investigated.

We further noted that on average, it takes the Ministry of Employment between 79 to 95 days (2-
3 months) to send the compensation claims to the employer which is above the 4 days’ timeframe
as provided for in the Ministry’s standard operating procedure. This indicates that responsible
officers are not ensuring that claims are sent to the employers on a timely basis and within the
timelines stated in the standard operating procedures.

It was also noted that private sector employers often comply with the 21 days’ timeframe to either
dispute the compensation claims or make the payment to the workmen compensation trust fund.
On average, it took 6 days for the private sector employers to make payments to the trust fund
account held by the Ministry whilst it took 31 days on average, for government
ministries/departments to provide the approval for payment to the Permanent Secretary for
Employment to make the payment.

Whilst the approvals from respective Permanent Secretaries for payments to be effected and
payments were received from the private sector employers, we noted that on average, it takes

1 C 1 form — Employer notification of death
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between 44 to 84 days to obtain the decisions or rulings of the Employee Relations Tribunal (ERT)
on the percentage distribution of compensation monies to the dependents of the deceased.

When the decision/rulings from the ERT are received, it was noted that it again takes the Ministry
on average 14 days to process payments for private sector cases whilst an average of 94 days is
taken to process payments to the dependents of the deceased employees of the Government
Ministry/Departments.

On average, the reporting requirements for employers are not met due to delays in reporting of
injuries or death to the Ministry of Employment, Productivity and Industrial Relations.

Section 14 (3) of the amended Act allows the labour inspector to issue demand notice and convict
employers that fail to comply with the provisions of Section 14 (1 & 2) of the Act. However, despite
the delays inreporting by employers, the Ministry, there was no evidence provided to indicate legal
action was taken against those employers that did not report cases within the legislative
timeframe. While there may be many causes for these delays in reporting by employers, we noted
that none of the employers from the sample reviewed were convicted in accordance with Section
14 (3) to 14(3E) of the Act for not complying with Section 14 (1 & 2) of the Act.

Further, it was noted that the Workmen Compensation Unit did not effectively invoke the
provisions of Section 14(3) to 14(3E) of the Act.

Therefore, the Unit has not issued Fixed Penalty Notices under the Section 14(3A) of the Act during
the period of audit review. In order to encourage compliance, the Ministry has only conducted
awareness trainings to its stakeholders and taking part in roadshows to advocate on the provisions
of Workmen’s Compensation Act.

Majority of the time taken to process the compensation cases is during the investigation process
and obtaining the medical reports on the impairment or percentage of disability.

To carry out the impairment assessments, currently, there is a full time specialized doctor based at
Ministry of Employment that deals with these cases, and a total of 91 doctors around the country
have also undergone the specialized Phase 1 and 2 impairment assessment training in the past
years since 2010 to conduct impairment assessment.

Audit review noted that the availability of the medical reports mainly depends on the nature and
extent of the injury sustained. In most cases, the delay in obtaining the final medical assessments
done is due to labour mobility where the workmen changes their initial address and contacts and
the unit faces a big challenge in locating the worker to get their final medical assessment done.

While there are sufficient medical officers available, the Ministry is often at the mercy of the
availability of the workmen in order to finalize the cases.
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The Ministry clarified that as per Workmen Compensation Amendment of 2017 (3 of 2017), officers
canissue demand notices to obtain documentation. One of the main reason for delay in processing
compensation cases was due to the labour mobility. To locate these workers and dependents, the
Ministry had placed an advertisement in the Fiji Sun on 15 September 2018 for 688 workers or
dependents to visit the office for finalization of their cases.

The Ministry informed audit that awareness are created jointly with Training, Accreditation and
Chemical Hygiene Unit of National Occupational Health and Safety Services to its stakeholders on
the provisions of the Workmen Compensation Act 1964, Workmen Compensation (Amendment)
Act 2015 and Workmen Compensation (Amendment) Act 2017. It was further noted that reporting
of workplace injuries and deaths is a requirement for employers. Ministry of Employment,
Productivity and Industrial Relation is working with the Ministry of Health and Medical Services on
the required medical documents and also with the Fiji Police Force in terms of fatality.

Recommendations

e The MEP & IR should consider signing a Memorandum of Understanding with agencies such
as the Fiji Revenue and Customs Services for the purposes of obtaining the employers
revenue records on a timely basis as required under Section 14(3A) of the Workmen’s
Compensation Act 1964.

e The Ministry should review its current systems and processes and include practical
performance indicators in the relevant Standard Operating Procedures to ensure that current
legislations under Section 14(3) of the Act are strictly enforced to improve employer
reporting.

e The Ministry should develop a communication strategy and create more awareness and
trainings programs are conducted to influence the behavior of all employers and promote
voluntary compliance.

e The Ministry should also consider working closely with the Ministry of Health and Fiji Police
Force and put in place mechanisms to ensure that all work related injuries/deaths are
reported, investigated and compensated accordingly.

REPORT OF THE OFFICE OF THE AUDITOR GENERAL - REPUBLIC OF FLJI



REPORT ON THE AUDIT OF THE MANAGEMENT OF WORKERS COMPENSATION RVIINISYEE@OIN =V NO 1= Ny i x{elplV[eai\i nE
TRUST FUND & INDUSTRIAL RELATIONS

The Workmen’s Compensation Act (cap 94) also provides a Schedule for types of injuries and the
respective Whole Person Impairment (WPI) to be awarded for each nature of injury. However, the
Schedule does not capture an exhaustive list of all types of injuries. Hence, doctors currently use
the “American Medical Association” (5 edition) as a guideline to provide WPI percentages.

There is no formal documentation maintained by the Ministry as approval to adopt the guideline
to be used for unscheduled injuries. Inquiries with management revealed that no such formal
documentation has been maintained. However, the reference medical guide has been adopted
worldwide as the most reliable guide for doctors to refer to, when carrying out impairment
assessments.

A draft of the Fiji Impairment Guide is under process which has not been submitted for Cabinet
endorsement as it is under consultation phase. The Ministry expects to formalize this by the end
of the financial year 2018/2019. Not formalizing and documenting these essential policies and
procedures increases the risk that the Unit’s functions may not be adequately or consistently
performed by all personnel.

The MEP & IR (Workmen Compensation Unit) has seven standard operating procedures regarding
the processing of injury and death compensation claims whereby each case file goes through a
series of steps and authorization process before compensations are paid out. This is listed below:

a) Workers Compensation Service Customer Feedback Procedure (ME/WC-07).
b) Employment Relations Tribunal Procedure (ME/WC-06).

¢) Workers Compensation Claims Procedure (ME/WC-05).

d) Occupational Disease Case Procedure (ME/WC-04).

e) Death Case Procedure (ME/WC-03).

f)  Injury Case Procedure (ME/WC-02).

g) Registration Procedure (ME//WC-01).

The standard operating procedures supplements the Workmen Compensation Act 1964, Workmen
Compensation (Amendment) Act 2015 and Workmen Compensation (Amendment) Act 2017 and it
acts as a guideline for officers when processing the compensation cases and ensure that they are
carried out objectively and only valid claims are paid correctly.

We analyzed 20 claims from the three categories of incapacities to determine if weekly earnings
used to calculate the compensation is in accordance with Section 10 of the Act and if claims are
properly authorized with proper assessments being done in accordance with the approved
standard operating procedures.

All 20 cases verified were valid claims whereby the workman’s gross weekly wages were correctly
computed and in a manner to give the best calculated rate per week and the percentage used were
based on the impairment percentage provided for in the medical reports.
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However, we found the following compliance issues:

® 9(45%) of the case files did not have the “L.D.FORM/C/9” (blue copy) signed by the respective
labor officers before the files were dispersed for the Permanent Secretary’s (PS)
authorization. After the PS approvals were sought, the labor officers’ did not sign on the final
documented form attached in the case file.

e 6 (30%) of the case files only had the Senior Labor Officer’s approval was obtained on the
“Claim Information (ME/WC-05-RF2)” form whereas there is provision in the form for the
Manager Workmen Compensation to verify and place initials.

e 1(5%) of the cases did not have the completed questionnaire provided by the employer. Refer
to Table 7.4 below for details;

Table 7.4: Case files with non-compliance issues

ASN Date of Accident / Observation
Number Injury
53/15 26/01/15

2081/15 29/07/15
1735/16 06/10/16
1163/15 29/07/15
841/16 06/10/16
1894/14 15/10/14
1493/15 22/09/15
763/15 26/05/15
1518/16 18/08/16

These case files did not have the “L.D.FORM/C/9” (blue copy) not
signed by the respective labor officers before the files were|
ispersed for the Permanent Secretary’s authorization.

53/15 26/01/15 These case files were approved by the Senior Labor Officer’s as pen
1163/15 29/07/15 the “Claim Information (ME/WC-05-RF2)” form instead of Manager|
100/16 06/10/16 /C to verify and place initials.

1119/16 13/06/16
801/16 13/05/16
1518/16 18/08/16
841/16 06/10/16 Employer did not provide the completed questionnaire.

The Ministry informed audit that the draft guide to the Evaluation of Permanent Impairment has
been completed and working is in progress on the publication of the document. Audit was
informed that the files are vetted by the Responsible Officers. In cases for payment, the final
approval is given by the Permanent Secretary for Employment, Productivity & Industrial Relations.
The LD form C9 which is the discharge liability form is first endorsed by the Permanent Secretary
before it is signed by the workers and the employers and witnessed by the Officer.

Recommendations

e The Ministry should explore avenues to expedite the finalization of the Fiji Impairment Guide.
e Supervisory checks should be strengthened to ensure that processes and procedures
outlined in the standing operating procedures are complied with at all times.
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The Workmen’s Compensation Unit currently maintains a database for recording each case filed
with the Ministry and has been used by the MEP & IR for several years. Review of the database
revealed that it has become fairly outdated and has limited information in terms of generating and
evaluating data.

The main functionality of the database in the Unit is to maintain logs to track progress of each case.
However, we noted the database lacks the functionality to produce reports with various important
fields which can be used for data analysis by the Unit or provided as audit trail.

Key data regarding cases such WPI percentages awarded, doctor responsible, nature or cause of
death (natural/fatal), disputed cases information, injury descriptions, nature of incapacity, revenue
receipt number and date receipted are some pertinent data which are not included in the database.

Currently, records relating to the above are only kept in the respective hard copy files and cannot
be automatically generated from the database as these have not been scanned and uploaded. To
retrieve such information, one has to enquire on a case by case basis on the database and the
respective files maintained for each workmen which are manually kept by the Unit.

This increases the likelihood of damage and loss to records as in times of data loss it would be
extremely difficult to re-create the files. The model of files and filing system used are archaic which
also impedes with upholding efficiency at the workplace.

Audit review of reports from the database revealed that there were errors in data entered for
specific fields or incomplete data were input into the system resulting in gaps in data when reports
are extracted. Significant findings identified included:

e 3 samples (15%) from paid out cases noted that the payout detail fields were left blank and
only notes were written. As a result, when injury reports were generated, zero payout
amounts are shown when in reality payments have been remitted as per the hardcopy case
files.

e 86 samples were selected for WPI testing of which 3 (3.4%) samples noted no data input under
the “injury description” fields. Samples were tested against the database information
whereby it was also observed that detailed information about injury or deaths are not input
into the database hence limiting the audit trails and testing.

Discussion with the management of Workmen Compensation Unit noted that the current database
has served its purpose and there are lot of improvements required to ensure that all information

gathered are captured in the database and required reports are generated.

The Ministry agreed on the need to revamp the Workers Compensation database.
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Recommendations

e The Ministry should consider upgrading its database and input controls are strengthened to
ensure that all pertinent information is captured in the database and allows exception
reports to be generated for decision making.

e The Unit should also consider maintaining an electronic record keeping system - making it
easier to capture information, generate reports and to better safeguard the information
contained in manual files. Provisions should be made for maintaining electronic copies of
supporting documentation on an imaging system as backups.

7-4  No proper records of trust fund receipts issued during the year were maintained

We noted that controls over the issue of trust fund receipt books at the Ministry’s Headquarters
are generally weak. Review of the main register for issue of receipt books noted that the following
receipt books were issued but the books could not be located. It was noted that in most cases,
the officers uplifting the books did not sign the register. Refer to table below for details.

Table 7.5: Details of missing receipt books

Book Receipt Signed off by Date
Number Number
42 504051 — 504100 Harshika (HQ) 03/07/17
45 504201 — 504250 Not signed off Not dated
46 504251 - 504300 Not signed off Not dated
48 504351 — 504400 Harshika (HQ) 16/10/17
54 504651 — 504700 Not signed off Not dated
56 504751 — 504800 Not signed off Not dated

We further noted that trust receipt books issued are not reconciled in a timely manner and the
missing receipts sequence from receipt books are not promptly investigated and followed up with
the revenue collectors to ensure that appropriate actions are taken.

No explanations could be provided by the Ministry regarding the non-signing off of the main
register. Inquiries with the responsible officer noted that the receipts may have been misplaced
during the refurbishment of the Cashiers room.

The weaknesses are attributed to the poor internal control over trust fund receipts and if not
addressed immediately can result in misappropriation of revenue being undetected.

The Ministry informed audit that an investigation team will be appointed to look into the missing
receipt, process and gather information and take recommended action to avoid such issue arising
again in the future.

Recommendations

The Ministry should ensure that:

¢ Monthly returns on all used receipt books are provided by the respective revenue collectors
in each District to the Headquarters for reconciliation purposes and used as basis for the issue
of new books.

¢ Aninternal investigation is carried out by the Ministry on the missing receipt and appropriate
actions are taken.
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The MEP & IR holds trust accounts on behalf of beneficiaries for the death compensation cases
and acts as trustees for the minors to approve the utilization of the funds. For the current practice,
withdrawals should only be approved for medical and educational purposes.

The Ministry currently follows the following processes for withdrawal.

e

v

1. Minors express an Interest to withdraw for

> Medical or Educational purpose

Reject

2. Check quote, account balance and confirm
eligibility

3. Minute is prepared for approval by Manager Workmen
Compensation

1. RF- 1 Trust Account Withdrawal
A 4 Form,

2. RF- 2 Trust Account Form for
4. Complete necessary forms -
Beneficiary,

3. RF- 3 Trust Account

Receipts Form

rn of

v

5. Withdrawal slips signed by trustees for withdrawal of
cash for minor to purchase the items requested for.

|

A

6. Passbooks returned to MEP & IR together with
relevant receipts for updating of trust fund schedule

=D

Source: MEP & IR Workers Compensation Claims Procedure (ME/WC-05)
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We noted that there is no proper financial and legislative framework or documented policy in
place to ensure that the Ministry:

e Holds and protect trust funds.

¢ Invest the funds during the term of the trust.

e Make appropriate disbursements from the trust.

e Pay out the funds to the beneficiary at majority age or as per the conditions of the trust.

Our audit reviewed controls on the withdrawals made from the beneficiaries (minors) trust
accounts for the period 2016-2018.

A total of 81 withdrawals was made amounting to $67,422.13 ($14,169.07 - 2016, $32,379.41— 2017,
$20,873.65 — 2018) for the three years. All the trust fund withdrawals reviewed were valid claims
for medical purposes and majority for educational purposes.

However, out of the 81 samples tested, we established that in 42 cases or 52% for the minor’s trust
fund withdrawals did not comply with all the requirements of the established criteria and good
practices guides. Significant findings identified from the audit include:

e 32 or 40% of the withdrawals reviewed were not supported with receipts or proper acquittals
attached for the withdrawals made. Therefore, we were unable to determine whether funds
were utilized for its intended purpose. In some instances, the same minors were allowed to
withdraw again even though receipts for the previous withdrawals were not provided.

e 3 0r 4% of the cases approved minute was not attached with other documentation. Hence, we
were unable to determine whether the withdrawals were properly authorized.

e The withdrawal passbooks for 20 trust accounts were not available for verification to confirm
the bank balances. We were informed by the Ministry that these passbooks may have not been
returned by the minors.

The above findings are a result of absence of proper policies/guidelines for the administration of
these funds. There is a risk that business functions may not be adequately or consistently
performed by all personnel. If this anomaly is not addressed in a timely manner, it can result in
fraudulent withdrawals being made and not detected on a timely basis.

The Ministry confirmed that in certain cases, receipts have been misplaced, hence declaration has
been provided by the beneficiaries. The Ministry agreed to ensure that the trust fund monies are

used for its intended purposes.

Recommendations

e The MEP & IR should ensure that all withdrawals are adequately supported with relevant
documents.

e Supervisory checks on the withdrawals should be strengthened to avoid the irregularities
highlighted above.

e The MEP & IR should constantly review the policies and guidelines in order to protect trust
monies and ensure they are managed and administered appropriately.

e The MEP & IR should also consider discussing with the Fiji Public Trustee Corporation Ltd on
the possibility of the Corporation administering the trust funds on behalf of the minors or
developing guidelines and best practices in management of funds for minors.
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Overall, the Workmen Compensation Unit of the Ministry of Employment, Productivity & Industrial
Relations consistently paid bonafide workers compensation claims in correct amounts. However,
the progress of cases are not properly tracked to ensure that the processes are completed within
the approved timeframe. Voluntary compliance by employers to report all work related
injury/death cases within the legislated timeframe remains a concern exacerbated by the
challenges in the practical application of the Section 14 (3) of the Act which needs to be addressed
immediately.

The current IT database system is not effective to track the progress of all cases. An overall
upgrade of the current IT database system is warranted to not only improve efficiency or
turnaround time in the processing of cases but also able to capture all the important information
and provide exception reports that is reliable for decision making.

While departures from the Ministry’s Standard Operating Procedures are not considered to be
significant, supervisory checks needs to be strengthened and the finalization of the Fiji Impairment
Guide has to be expedited.

Finally, the controls over the issuance of trust receipt books from the Headquarters and
reconciliation of each receipt issued is generally weak and remains a concern despite the issue
being raised in previous years audit reports.

In addition, the Ministry should consider transferring the trust monies for minors to the Fiji Public
Trustees Corporation Limited (FPTCL) to properly manage these funds or obtain assistance from
FPTCL to develop guidelines or best practices for management of accounts of minors.
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1. EXECUTIVE SUMMARY

The Office of the Auditor General carried out a performance audit on the Social Welfare Schemes
under the Ministry of Women, Children and Poverty Alleviation (MWCPA).

This audit focused on assessing the effectiveness of the Ministry in complying with the Standard
Operating Procedures for processing of application under the Social Welfare Schemes for the period
from August 2017 to July 2018.

The Department of Social Welfare administers Fiji’s recently reformed programmes, which include
the Social Pension Scheme (SPS), Poverty Benefit Scheme (PBS), Child Protection Allowance (C&P)
and the Food Voucher Program for Rural Pregnant Mothers (RPM). In managing these programmes,
the Department is responsible for ensuring that those most in need and eliminating corruption and
fraud in the system.

Where the current guideline is limited, specifically for financial management and proper record
maintenance, the generally accepted best practice is accepted.

Our audit covered all processes from application, verification, approval, notification, to payment of
Social welfare scheme allowance. In addition, our audit was conducted based on information and
records provided by Department of Social Welfare during the period the audit was undertaken.

We examined a total of 250 recipient case files (100 case files Social Pension Scheme, 50 case files
for Poverty Benefit Scheme, 50 case files for Child Protection and 50 case files for Food Voucher for
Rural Pregnant Mothers) for which payments were made during the period amounting to
$85,246,927.

From our audit we noted that the Social Welfare Unit did not fully comply with the SoPs and related
financial policy guidelines.

Significant findings identified from the audit include the following:

Social Pension Scheme (SPS)
o Life certificates were not issued to recipients in accordance with the SoPs;
o Necessary verification from Fiji National Provident Fund was not carried out before
approving pay-outs; and
e Insome instances, payments made to deceased recipients.

Poverty Benefit Scheme (PBS)
e Life certificates were not issued to recipients in accordance with the SoPs;
¢ Inconsistency was noted in determination of eligible income for recipients and;
e Significant delays ware noted in processing of applications.

Care and Protection Allowance (C&P)

e Recipients were not paid in accordance with the rates in the SOP;
Lack of timely reviews were noted in recipient case files;
Recipients details were not maintained in files; and
Non-termination of allowance to 18 year old recipients.

Food Voucher Programme for Rural Pregnant Mothers (RPM)
e SoPs were not regularly updated.
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The key findings noted indicate the need for the Ministry to evaluate and review its standard
operating process and ensure that application and payment processes are fully complied with.

2. AUDITING STANDARDS

We have conducted this audit in accordance with the International Standards of Supreme Audit
Institutions (ISSAI 4000) for Compliance Auditing.

3. REFERENCE TO COMMENTS

The detail response from Ministry of Women, Children and Poverty Alleviation has been incorporated
in Section 8 of this report.

4. WHAT WE AUDITED &AUDIT SCOPE

The subject matter for this audit was to determine whether Ministry of Women, Children and Poverty
Alleviation has robust processes and related controls for social welfare schemes.

Through this audit, we examined whether the Ministry of Women, Children and Poverty Alleviation
complied its SoPs and related financial policy guidelines. In areas where the above regulations are
limited, in terms of the sound financial management, the generally accepted principles are
recognized as best practices.

Our audit addressed the following main questions:
1. Did the Ministry Women, Children and Poverty Alleviation comply with the Standard
Operating Procedures when processing and computing eligible recipients?
2. Are SoPs effective in the processing of the applications?

For each questions, we examined if the Ministry complied in all material respects with the agreed
criteria specified on Section 5.

5. AUDIT CRITERIA

The Ministry, as a Government agency, must operate within an environment of government
legislation and policies. The criteria for the audit is based on regulations, policy framework, and
manuals designed to ensure compliance with laws governing all government procurements. These
include:

e Standard Operating Procedures 2018
0 Social Pension Scheme
0 Poverty Benefit Scheme
0 Child & Protection Allowance
e  Ministry of Women, Children and Poverty Alleviation - Finance Manual
e Finance Instructions 2010
e Guide to Good Practice Financial Management 2005
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6. METHODOLOGY

The audit methodology included reviewing of information from recipient case files and database,
recalculating eligibility and performing tests, procedures and analysis against predetermined criteria.

Information collected and reviewed included the following:
e Ministry’s SoPs for background, criteria and processes for social welfare schemes
e Discussions with Ministry’s staff and management
e Recipients’ case files included forms, assessment records, statements, birth certificates and
approvals.

Procedures and tests conducted included the followings:

e Verification of social welfare schemes payments for compliance with Ministry’s policies and
procedures, including accuracy and timeliness requirements

e Discussions with key personnel at the Ministry.

e Performance of analytical procedures

Audit finding identified were discussed with the Permanent Secretary and the Director of Social
Welfare on 06 September 2019.

7. ACRONYMS

Acronym Definition

MWCPA  Ministry of Women Children and Poverty Alleviation

SPS Social Pension Scheme

PBS Poverty Benefit Scheme

C&P Care & Protection Allowance
RPM Rural Pregnant Mothers

DSW Department of Social Welfare
SOP Standard Operating Procedure

BDMS Birth, Deaths and Marriage Service
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8.  AUDIT FINDINGS

Standard Operating procedures serves as a guideline in ensuring that there is standard uniformity
within the operations of the program.

Management is responsible for establishing the systems designed to ensure compliance with
policies, plans, procedures and applicable laws and regulation.?

To be eligible for the Social Pension Fund, the applicant must not be a recipient of Fiji National
Provident Fund pension.3

Review of the recipients’ record showed lack of verification from FNPF to ascertain that recipients
are not beneficiaries of FNPF pension scheme.

Furthermore, an independent confirmation was obtained from FNPF which indicated that various
Social Pension Scheme (SPS) recipients were also recipients of FNPF. Refer to Appendix 1for details.

Lack of verification with FNPF increases the risk of applications being approved for individuals who
are also recipients of FNPF pension scheme which is a breach of the eligibility criteria of the Ministry’s
Social Pension Scheme.

The Ministry informed that they had initially approached FNPF for the verification of applicants with
an initial MOA signed between both parties. However, due to the huge number of applications it was
difficult for both parties to verify the all applications. The Ministry explained that it would require
almost a full time officer on the part of FNPF to verify every names submitted and the majority of
these applicants have never worked in their entire lives. The Ministry resorted to asking applicants
during the interviews to provide validation from FNPF. The Ministry further explained that it will need
to re-look and renew the Memorandum of Agreement with FNPF whilst awaiting the Digital Fiji
Peoples HUB with the hope that it will enable the Ministry to have access to such information in the
future.

In accordance to section 9 of the standard operating procedure for Social Pension Scheme (SPS) and
section 10.4 of the standard operating procedure for Poverty Benefit Scheme (PBS) of the Ministry,
life certificates are to be issued every 6 months as part of the review process to ensure that the
recipients are still alive.

Our audit noted that the Ministry did not obtain life certificates for the payments made to recipients
in the financial year 2017/2018.

Discussions revealed that this process was not implemented in the financial year 2017 [ 2018.

2 Guide to Good Practice Financial Management 2005
8 Section B of Social pension Scheme Application Form
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Lack of reviews and life certificates increase risk of payments being made to deceased applicants
and hence loss of public funds.

Explanation provided by the Ministry was that the Ministry had initially incorporated the Life
Certificate in the SOPs as part of its strategies to minimise the fraudulence of the system; this was
after consultations were conducted with MOE and the Ex-Servicemen’s Unit which have employed
this approach. However, the Ministry was advised to seek Cabinet’s approval prior to
implementation. Furthermore the Ministry informed that the Cabinet Paper has been submitted. In
addition, the Ministry plans to have this implemented in the first quarter of the 2019-2020 financial
year once it is approved by Cabinet.

Poverty Benefit Scheme (PBS)

This process whereby an application is received, home visited, processed, and completed in the
system with decision made by the Senior Welfare Officer should take less than 30 days minimum (1
month) and within the maximum of 90 days (3 months) if more time is needed.*

Refer to Figure 8.1 below for details.

Figure 8.1: Process of Poverty Benefit Scheme Applications

Welfare Officer Assessment
conducted and processed
on e-welfare system and
submit to Senior Welfare
Officer for Decision

Welfare Officer recieves
application registers and
issues Notification of
Application

For Approved applications
dentification card, Food vouche
Notification of Decision form is issued; with bank letter

issued to Applicant requirements for opening of
bank account and third party

form where necessary

The audit noted from the review of a sample of cases that the assessment turnaround time was more
than 90 days in some cases. Refer to the table below for examples from samples selected and tested.

4 Poverty Benefit Scheme Standard Operating Procedure 2018 section 4.7
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Table 8.1: Delay of processing of applications

No. Case File Ref. Primary Application Approval Delay

Applicant Date Date by No.
o]

Working

Days
1 SUV/PBS/854/17 B.G 2/05/2017 23/10/2017 127
2 SUV/PBS/KV/529/16 T.K 8/03/2016 23/09/2016 143
3 SUV/PBS/1069/18 L.V 18/07/2017  14/03/2018 170

Delay was due to the Ministry accepting applications with pending documentation from the
applicants.

The Ministry explained that efforts were made to ensure applications were completed on time. In
the past financial year (2018-2019), there was a total of 20,095 new applications received for all the
social protection programs with 19,571 cases approved. However, challenges and delays continue to
be encountered in the processing of some of these applications due to locations as home visitations
need to be carried for PBS. In addition, cases could not be completed if required documents such as
Birth Certificates, and school letters were not produced on time.

The Ministry also informed that at times, incomplete applications were submitted especially from
maritime islands and rural locations. Moreover, the Ministry explained that welfare officers had
several responsibilities which include child welfare, disability and elderly care, with competing
priorities that often affects the timeliness in the processing of cases. One of the strategies engaged
by the Divisional Offices was to carry out sweeps in their divisions to address the pending cases. This
would include officers from the different districts (e.g. Tavua, Ba and Rakiraki) coming together for
a week or two in a district to clear the pending cases and then moving to the next district to do the
same. The other strategy is using the REACH Program, especially in the rural and maritime
communities to attend to the pending cases.

Care & Protection Allowance (C&P)

The process whereby an application is received, processed, and completed in the system with
decision made by the Principal welfare Officers/Assistant Directors should take less than 30 days
minimum and within the maximum of 90 days (3 months) if more time is needed, especially in
maritime cases where relevant documents cannot be provided on time by the applicant.>

From the review of a sample of cases, the audit noted that timelines for assessment exceeded 90
days in a number of cases. Refer to the table below for details.

Table 8.2: Delay of processing of applications

Case File Ref Primary Application Approval Date
Applicant Date
1 | SUV/CP/PT/259/18 AL 12/01/2018 APPROVED - 18/06/2018 157
2 | NAS/CP/AV/126/18 S.L 18/09/2017 APPROVED - 06/07/2018 291
3 | NAS/CW/AVI26/17 V.L 20/02/2017 APPROVED - 15/08/2017 176
4 | NAS/CW/AV/58/17 T.M 31/07/2017 APPROVED 20/11/2017 112
5 | SU/CW/AD/233/17 E.T 30/05/2017 APPROVED 11/09/2017 104

5 C&P Amended SOP — Section 3.14
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The care & protection allowance (C&P) is paid to the caregiver on a monthly basis through electronic
banking or vouchers with allocations ranging from a minimum of $29 to a maximum of $129,
regardless the number of children. In 2017, the initial scheme rate for 2013 was revised and increased
by 15%.

We noted from a sample of cases reviewed that the scheme rates used were inconsistent with that
in the SoPs. Although scheme rates were revised in 2017, it was noted that recipients, as at 31st July

2018, were still assisted based on the rates set in 2013. Table 8.3 shows the scheme rate allocations.

Table 8.3: Scheme Rates Allocation

Monthly Allowance 2013 2017-2018

Amount Amount
($) ($)
Pre School 25 29
Primary School 30 35
Secondary School 40 46
Child with Disability 60 69

Table 8.4: Inconsistent Scheme Rates

Case File Ref Primary Audit Calculation Variance

Applicant (%) (%)
1 NAS/CP/AV/126/18 S.L 30 35 5
2 SUV/CP/PT/259/18 AL 110 127 17
3 NAS/CP/SB/110/17 M.T 70 81 11
4 NAS/CW/AV/69/17 M.L 60 70 10
5 NAS/CW/AV/26/17 V.L 50 58 8
6 101 106775 L.B 69 92 23
7 NAS/CP/RW/119/17 V.B 110 127 17
8 NAS/CW/AV/58/17 T.M 30 35 5

The Ministry informed that adjustments were made to the pay-out database as this was easily
identified when Divisions submit their pay list to Headquarters for payment. The Ministry however
agreed, that that this needs to be amended in case files as identified.

All approved cases will be subject for review; this will be done annually (from the date of approval)
either through desk review or home visitation.®

From the review of a sample cases, we noted that annual reviews were not carried out as per the
SoP. Refer to table below for details

6 C&P Amended SOP — Section 9.1 Review of Cases
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Table 8.5: Lack of Annual Reviews

\[o] Case File Ref Applicant

1 CW/NSR/LD/185/15 AN
2 NAS/CP/SB/94/17 M.V
3 NAS/CP/SB/110/17 M.T
4 NAS/CW/AV/I69/17 M.L
5 SU/CWINR/311/17 M.M
6 SU/CW/AD/233/17 E.T
7 SUV/CW/NRR/496/17 S.T

Lack of timely reviews increase the risk of overpayment or underpayment of allowances. This is
evident through the inconsistency in scheme rates after the amendments in 2017. As such, certain
applicants are still receiving assistance based on the previous year’s rates.

Explanation provided by the Ministry was that reviews were carried out annually as part of the
outputs factored in the Ministry’s COP. The Ministry further explained that in the Financial Year
(2018-2019), the total number of recipients in the Ministry’s Social Protection Programs were 86,578,
the total number of cases reviewed were 22,210, 25% of the total recipients (PBS-26,972/5,562; C&P-
8106/1,767; SPS 44,547/14,258; DAS-7003/623). As a result of these reviews, a total of 7,328 cases
were removed from the system. However, the Ministry also agreed that due to the huge number of
recipients, it was impossible for the Ministry to carry out 100% review of cases annually but reviews
were done systematically year after year.

Once applications are complete in the system (approved or declined), the case officer must ensure
that a hard copy of the completed application is printed out and kept in a case file (clearly labelled)
together with the copies of documents.”

From the selected samples, we noted that certain case files were not maintained properly as per the
SoP requirements. Refer to table for details.

Table 8.6 Anomalies in case files

Case File Ref Primary Anomaly
Applicant
1 NAS/CW/AR/68/17 T.K No evidence of source of fund (Pay slip)
3 101 106775 L.B No confirmation of children's education status
4 | SUVICP/PT/276/18 S.R
5 | CW/NSR/LD/185/15 AN Bank Account details of recipient not on file
6 SUV/CP/PT/259/18 AL

The absence of important documents from case files is an indicator of weak controls implemented
by the Ministry.

The Ministry informed that this was an ongoing challenge which had been highlighted in past audits,
especially with office space. The Ministry explained that they are making every effort to ensure that
case files and documentation are securely kept and systems are improved to minimise the
misplacements and loss of documents.

7 C&P Amended SOP — Section 8.1 Maintenance of Case Records
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8.7  C&Pissue: Non-termination of allowance to 18 year old recipients

In accordance with section 1.4 of the Standard Operating Procedures, the assistance can be given
until the child/children turns 18 years after which the allowance will be terminated without
notification.®

Findings from the review of a sample of cases selected indicated that despite children having
reaching the age of eighteen years and above, recipients were still being paid the care & protection
allowance. Refer to the table below for details.

Table 8.7: Non-termination of allowance to 18year old recipients

Caregiver C&P .0. Age as at Amount
Recipient 31/07/2018 Paid
1 NAS/CP/SB/94/17 M.V S.C 07/03/2000 18 YRS 70
2 CP/NSR/SS/211/16 F.B S.K 12/04/2000 18 YRS 115
3 SU/CW/SR/97/11 M.M AR 1/4/2000 19 YRS 69
4 NAS/VW/01/12 S.R S.B 28/07/1997 21 YRS 81
J.D 02/05/1994 24 YRS

The above finding implies lack of proper review and monitoring of payments for beneficiaries,
resulting in overpayment of allowances by the Ministry.

Explanation provided by the Ministry was that the system that was developed was supposed to
generate this information. As it was not able to do so, the Ministry had resorted to manual
identification. This resulted in some cases not amended. The Ministry further explained that this is
an ongoing exercise for the Ministry to update all its Social Protections cases.

Recommendations

The Ministry should:

e verify the applicants with FNPF before approving applications for social pension’s scheme;

e ensure that life certificates are obtained from recipients, as required by the SoPs, before
payments are made;

¢ identify strategies and review processes to ensure that applications are processed on a timely
manner;

e ensure that case files are reviewed and scheme rates adjusted in accordance with the approved
rates;

e ensure that annual review of case files are carried out as per section 3.14 of the SoP;

e ensure that all relevant documents are kept properly in the respective case files; and

e consider having a robust system to review previous years case files and ensure that assistance
to recipients above the age of 18 are terminated with necessary adjustments made for primary
recipients’ allowance.

8 C&P Amended SOP — Section 1.4 Overview
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Section 59 (1) of the Finance Instructions 2010 states that each agency must have in place a cost
effective system of internal controls which safeguards money and property against loss; avoids or
detects accounting errors; and avoids unfavourable audit reports.

Effective policies and procedures can help an agency mitigate/reduce risks, detect and prevent
irregularities and safeguard assets and records.®

The Social Pension Scheme (SPS) is for elderly persons in Fiji who have attained the age of 65 years
with no source of income, and not receiving Government Pension, Ex-Serviceman Funds or FNPF
pension or any other superannuation. (Department of Social Welfare Social Pension Scheme
Procedures Section 1.1)

Independent confirmation obtained from the Registrar General of Births, Deaths and Marriage
Services during audit revealed that some of the recipients were deceased but the Ministry was still

paying the Social Pension Allowance as of July 2018. The table below shows details.

Table 8.8 Overpayment to Recipients

Overpayment as at 31 July 2018

R 23/03/2015 SU/SPS/758/14 40 4,000

AV 14/01/2018 = SU/SPS/1368/15 6 600

M.T 18/10/2015 | NSR/SPS/152/15 33 3,300

J.T 20/02/2016 Lau/SPS/338/15 29 2,900

G.M 06/04/1993 | NSR/SPS/122/15 67 6,700

L 15/09/2017 = NSR/SPS/206/15 10 1,000

Total 18,500

Furthermore, it was noted that a recipient (Case Number NSR/SPS/122/15) had passed away on 06
April 1993. However, the application was received by the Ministry on 15 February 2015 and was
approved for payment. This indicates the existence of fraud which the Ministry has not detected and
has approved for payment.

The Ministry informed that they had approached BDM as recommended in previous audits and were
provided with a sample of viewing privileges for testing purposes. However the Ministry is
requesting access for viewing privileges to be available at Field level. The Ministry also explained that
in some cases, information will not be available in the BDM system if children are not registered or
deaths are not recorded, especially in the rural and maritime areas. The Ministry has agreed to follow
up on these cases and provide an update on actions taken.

® Guide to Good Practice Financial Management 2005
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Based on the Household, Income and Expenditure Survey (HIES), the average members of a
household is made up of four (4). As per information gathered from this survey, the new Poverty
Benefit Scheme (PBS) will consider assisting four members in the household. This means that when
assessing a case, only four members in the household will be included although there may be more
than four members in that family.™

In 2017, the initial rate set in 2013 was increased by 15%. Refer table below for details.

Monthly Allowance Amount
(%)
2017
1 Person per household 30 35
2 Person per household 50 58
3 Person per household 80 92
4 Person per household 110 127
Monthly Food Voucher 50 50

From the review of a sample of cases, we noted that there were inconsistencies in the eligible
amounts and recipients. Refer to the table below for details.

Table 8.9: Review of Sample Case Files

No. Case File Primary Amount Audit Comment
Ref. Applicant Approved Calculation
1 SUV/PBS/ E.R 127 120 -Incorrect entry for an extra adult.
1109/18 -Only six household members

consisting of 1 adult and 5 children.
-Overpayment of $7 per month
2 LAU/PBS/ | F.L 80 104 Date approved 04/10/2017. Note that
195/17 the youngest child is the 4th member.
There is a need to review to pay the
correct amount

3 SUV/PBS/ E.V 92 104 2 adults and 2 children calculated to
1224/18 receive the amount of $94. There is a
need to review and re-adjust.
4 SUV/PBS/ L.V 75 87 2 adults and 1 child is calculated to
1069/18 receive $87.00. There is a need to
review and re-adjust
5 PBS/NSR/ | N.D 30 This is a The case to be re-assessed under the
SS/406/14 Care & new DAS scheme or CP scheme.

Protection | Case required immediate intervention,
scheme was entered to PBS.
6 NAS/PBS/ | R.P 50 Thisis a Case officer recommended for $50 as
AV/64/17 Disability the client lived alone and was
Allowance | physically disabled.
scheme Recipient should have been paid from
Disability Allowance Scheme

10 poverty Benefit Scheme Standard Operating Procedure 2018 section 1.2
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We further noted that the lack of clarity in the SoPs may be creating confusion resulting in the above
inconsistencies.

The Ministry has noted the need to update the SoPs as there is the risk of misinterpretation and
errors in determining the eligible recipients and amounts.

8.10  Food Voucher Programme (RPM) issue: Un-updated standard operating procedure

We noted that the standard operating procedures (SOP) for the Food voucher Programme - Rural
Pregnant Mothers (RPM) was not updated to reflect the changes in the allowance as announced in
the 2017 / 2018 budget. There was an increase in the allowance from $30 to $50 which was not
updated in the SoP.

The lack of review of the SOP can lead to incorrect payments to Food Voucher Program recipients.

Comments received from the Ministry stated that the SOP for the Social protection programs are
constantly reviewed with the amendments made as new changes are factored. Capacity building and
training has been carried out with officers and the latest changes are communicated through emails
for the officers’ information. The Ministry also explained that this capacity building is an ongoing
process as new changes come about.

Recommendations

The Ministry should:

¢ having independent checks with Births, Deaths and Marriage Services in order to establish
if any of the recipients have deceased;

e consider making arrangements for view access to BDMS to validate recipient’s status on a
timely basis;

e consider to move towards a fully computerised system for the processing of all social
protection applications that could address some of the on-going issues highlighted, and for
digital filing for information stored in large volumes of case files;

e carry out areview of all SoPs to update the current process and procedures and

¢ Investigate the overpayments to recipients identified in this report and take appropriate
action.
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Based on the audit work performed, we conclude that controls in the processing of Social Welfare
Schemes are weak. If not addressed promptly this may result in material misstatements and possible
financial losses in future.
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Appendix 1: SPS Recipients who have received FNPF Pension

Recipient Name Fathers Name Date of Birth  Have they Received funds
from FNPF
1 M.T V.K 26.01.50 Yes
2 K.N B 11.01.52 Yes
3 B.S F.L 11.03.44 Yes
4 H.H J.H 17.10.50 Yes
5 u.c R.N 29.07.52 Yes
6 S.wW I 27.11.51 Yes
7 C.L R 17.02.53 Yes
8 P.W D.S 11.11.52 Yes
9 E.D R.I 19.09.42 Yes
10 E.M S.L 23.07.42 Yes
11 P.P R 06.06.50 Yes
12 N.V U 22.04.48 Yes
13 T.R L.V 25.07.50 Yes
14 J.K B.S 15.04.50 Yes*
15 AY T.L 01.06.52 Yes
16 T.C L.C 07.01.52 Yes
17 N.P S.K 07.12.52 Yes
18 M.S S.S 09.10.49 Yes
19 W.K P.K 05.06.49 Yes
20 Y.L S 06.05.52 Yes
21 B.K.F F.K.H 07.10.50 Yes
22 ST L.C 10.05.51 Yes

(Independent confirmation from FNPF)
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Appendix 2: Social Pension Scheme Application Form

MINISTRY OF WOMEN, CHILDREN & POVERTY ALLEVIATION

office of i = Dapartment of Wamen: ion C. C ity A To be byar i C ity Figure/Civil
Permanent Secretary
588 Floor, Chie Towess- T2 Suren Street, Tooesk Sth Flocr, Chvic Towers Servant
- 6 8m 14088 P Bon 1127, Bowa Badgs, # 0 Box 14088
i".:_',,,_,ml J— ::.’.{",.,;y.,,-_5,.,,-,,-_”,-_ :.":.. (69 342 298 13. | hereby declare that | have known the above person forthelast__ years and that the
Faci : 679] 3303 829 e o) 2 Fau 73] 8308 525 information provided in this application is correct.
SOCIAL PENSION SCHEME APPLICATION FORM 14, Name: 15. Signature:
This is the Official Application Form to be filled by anyone applying for the Social Pension Scheme (SPS). This is for Elderly 16. Date:r ... 17 Address: ... ... 18. Phone Contact: ...
persons over the age of 65 years who have no source of income or are not iaries of any other ion scheme
such as FNPF, After Care, Government Pensicn or Insurance or Poverty Benefit Scheme {PBS). This Form remains the Property Section D. Official Use — to be completed by officials of the Department of Social Welfare
of the Ministry and should be sent to the nearest District/Divisiona| Wilfare Office with 3 certified copy of the Birth Cartificate
and 2 passport size photos for assessment. This Form cannot be used for any other purpose. 15. Recommendation:
Case No: {To be filled by the Welfare Officer)
Section A. Personal Information
1. Name of Applicant: 2. Age
3. Date of Birth: 4. BC No- 16. Welfare Officer: 17. Signature: ...
5. Postal & Residential Address: 18
19. Decision: 20. Approving Authority: .
6. Phone Contact: 7. Sex: Male/F:
21. Name: 22, Signature:
8. District Office:
23. Date: 24 Stamp:
Section B. Declaration
9. | do solemnly affirm that | am not a recipient of the following Pension Schemes or Social Welfare
payments:- Section E. Payment Details
FNPF Pension or Lump Sum payment 25. Benefit Amount: ... 26. TIN No.:
After Care or Ex-Servicemen Grants 27. Bank: 8. Account Mo ...

Government Pension
Social Welfare Assistance [Poverty Benefit Scheme)
Allowance for Persons with Disability

pangocuw

10. | declare that the information furnished in this application is true and correct to the best of my
knowledge.

11. Signature/Thumbprint: 12 Date: ...

Note: Information above will be verified with Organizations such as FNPF, Ministry of Finance etc. to ensure that it is correct.
Any falsification of information will be seen as an attempt to defraud ystem and ill not be and will be
lizbie for prosecution.
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1.0 INTRODUCTION

The Office of the Auditor General carried out a special audit on the Council of Rotuma (“Council”)
on the request of the Office of the Prime Minister (OPM). The scope of the audit covered
government subvention funds disbursed to the Council through OPM for the period 1 January 2015
to 31 July 2018. Expenditures paid from the Rotuma Subvention funds during this period totaled
$295,110. Our audit also covered an assessment of the effectiveness of the Council’s governance
structures, cash management and asset management. The audit was conducted based on the
information and records provided by the Council.

All the issues identified and reported have been rated high risk and considered as controls or
compliance weaknesses of such fundamental significance that they require immediate attention
by the Council of Rotuma and the OPM for priority action for resolution. The significant findings
identified from the audit include:

Inadequate or lack of supporting documentations for expenditures incurred.
Unauthorized use of the Rotuma Development Funds for operational expenses.
Unsubstantiated bank withdrawals.

Poor records management.

e Weak controls over management of cash.

e Weak controls over management of assets.

e Absence of policies & procedures and strategic & operational plans.

e Lack of financial accountability.

The Council’s governance structure is weak and internal controls non-existent in a lot of areas. In
addition, the Council lacks financial accountability in terms of financial reporting through the
submission of timely and quality financial statements for audit and making available to Parliament
and the public audited financial statements.

Common factors running through the issues that have been identified and crucial to improving the
Council’s operations and financial accountability are the establishment of proper governance
structures and internal controls.

Establishing formal policies, procedures and plans support effective governance and internal
controls as they provide direction for the day-to-day operation of the Council, promote consistency
and clarify accountability to the staff and those managing the Council.

While the provision of appropriately skilled and competent resources to manage the operations of

the Council is required, the oversight role of OPM also needs to be improved. These should be
given sufficient attention and priority.

2.0 AUDIT OBJECTIVES

The objective of the audit was to obtain sufficient and appropriate audit evidence to enable the
Auditor General to determine whether:

1. Acquittals prepared and submitted by the Rotuma Council to the OPM were accurate and
complete.
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2. Expenditures were properly authorized in accordance with laws and regulations and the
Council’s policies and procedures.

3. Accounting and other related records of the Council have been properly maintained and in
order.
Cash management is appropriate and effective.

5. All property, plant & equipment purchased by the Council are properly recorded and
maintained.

6. Good governance and internal controls exist and are effective.

3.0 METHODOLOGY AND SCOPE

Our audit was conducted based on the availability of records and information as provided by the
Council of Rotuma. The payment vouchers from January 2015 to July 2018 were verified for
accuracy and completeness. In addition, the governance and internal control structures, cash
management and asset management of the Council were also reviewed and assessed.

Although the Rotuma Development Fund was not initially part of the scope of the audit, we
reviewed the withdrawals made from the relevant bank account to the supporting
documentations as the funds were also utilized to meet the Council’s operational expenditures.

We were not able to carry out detailed testing of payments made due to the absence of clear audit
trails.
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COUNCIL OF ROTUMA

4.0 AUDIT FINDINGS
INACCURATE AND INCOMPLETE ACQUITTALS

The Government through OPM provides annual funding assistance to the Council of Rotuma under
the Rotuma Subvention Fund (RSF). The funds are allocated to meet the Council’s operational
costs as well as the funding of development projects. From 1 January 2015 to 31 July 2018, a total
of $295,110 was disbursed to the Council as follows:

Financial Period Budget Actual Variance

‘ () ‘ ©) ‘ ©)
31 December 2015 139,000 139,000 -
31 July 2016 88,896 63,858 25,038
31 July 2017 132,000 55,630 76,370
31 July 2018 132,000 36,622 95,378
Total 491,896 295,110 196,786

The scope of the audit covered expenditures incurred under the Rotuma Subvention Funds from
January 2015 to July 2018.

Section 6 of the Grant Agreement between the Council and OPM requires that the Council must
maintain proper files and accounting records adequate to show the utilization of the government
grant.

From the audit of expenditure records, we noted the following anomalies:

e Lack of supporting documentations to substantiate expenditures.

e lack of documentations to substantiate approval of the Council for certain expenditures
that did not directly relate to its operations.

e Some expenses incurred that did not relate to the Council’s operation.

Refer to Appendix 1 for details.

The Council explained that any payments done, including expenses that did not relate to the
Council’s operation, were endorsed through special Council meetings. However, the Council did
not provide any evidence to substantiate such approvals.

From the review of the bank statements for the subvention funds account, it was determined that
a total of $99,096 was withdrawn through bank cheques from January 2015 to July 2018. The
cheques were cashed at the Rotuma Post Office and utilized by the Council as petty cash for daily
operational expenses. We noted that there was no ledger maintained, or reconciliation performed
to properly record and substantiate how the funds were utilized by the Council. The Council stated
that it normally withdraws large sums of money to cater for its operation as the Post Office outlet
in Rotuma usually runs out of cash.
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In addition a total of $36,164 was withdrawn with the narration “Adjustment TMO & Fees”, which
were not able to substantiate during our audit. Details of these transactions and proper
explanations were not provided by the Council during audit.

Refer to the Table below for details:

Description on bank statement Amount
($)

04/02/15 | Bank cheque-Post Fiji TMO & Fees 10,098.20
24/02/15 | Bank cheque-Post Fiji TMO & Fees 959.50
20/03/15 | Bank cheque-Post Fiji TMO & Fees 5,039.40
02/04/15 | Bank cheque-Post Fiji TMO & Fees 5,577.20
07/05/15 | Bank cheque-Post Fiji TMO & Fees 13,914.35
12/10/15 | Bank cheque-Post Fiji TMO & Fees 7,056.80
19/05/15 | Bank cheque-Post Fiji TMO & Fees 3,743.90
31/05/15 | Bank cheque-Post Fiji TMO & Fees 9,081.85
16/06/16 | Bank cheque-Post Fiji TMO & Fees 9,081.85
28/06/16 | Bank cheque-Post Fiji TMO & Fees 5,039.40
30/09/16 | Bank cheque-Post Fiji TMO & Fees 2,525.20
07/10/16 | Bank cheque-Post Fiji TMO & Fees 506.30
12/04/17 | Bank cheque-Post Fiji TMO & Fees 909.50
19/04/17 | Bank cheque-Post Fiji TMO & Fees 6,047.30
13/07/17 | Bank cheque-Post Fiji TMO & Fees 8,581.85
11/04/18 | Bank cheque-Post Fiji TMO & Fees 305.80
31/05/18 | Bank cheque-Post Fiji TMO & Fees 10,627.66

Total 99,096.06
26/03/15 | Adjustment TMO & Fees 3,055.20
10/11/15 | Adjustment TMO & Fees 8,098.20
17/11/15 | Adjustment TMO & Fees 2,045.70
25/11/15 | Adjustment TMO & Fees 739.50
11/12/15 | Adjustment TMO & Fees 8,098.20
05/03/18 | Debit adjustment TMO & Fees 14,127.66

Total 36,164.46
TOTAL 135,260.52

We were unable to determine the accuracy and completeness of the acquittals due to the lack of
supporting documentations to substantiate expenditures and the authority to incur certain
expenses. The absence of supporting documentations and books of account indicated that
accounting records were not maintained.

The above finding is attributed to the absence of an effective internal control systems such as
documented policies and procedures, poor records management, which contributed to the lack of
accountability by the Council. There is also prolonged absence of internal and external
audit/inspection on the accounts and operations of the Council over the years. As such, there is a
high risk of fraud and unauthorized expenditures being incurred.

Recommendations

e The Council should establish an effective internal control system to provide guidance, help
the Council operate reliably and enable effective financial reporting.

e Records management should be improved.

e As cash management policies and procedures are virtually non-existent, the Council should
avoid or cease withdrawing large sums of money from the Rotuma Post Office as petty cash.
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e Due to the lack of audit trail, it is recommended that the appropriate authority investigate
the use of cheques cashed at the Rotuma Post Office.

CASH MANAGEMENT WAS INEFFECTIVE

4.3  Weak controls over cash management

Cash management involves the collection, handling and usage of cash.

Information obtained during the audit indicated that the Council maintains two bank accounts for

the Operational Subvention Grant and Rotuma Development Fund. Grants from Government are

normally received through the Operation Subvention Grant account while inflows into the Rotuma

Development Fund bank account are mainly from returns on investments.

Our audit revealed the following governance and internal control weaknesses:

e Policies and procedures to support effective cash management did not exist.

e The Council did not perform bank reconciliations from January 2015 to July 2018.

e Accurate and timely cash flow analysis were not performed as such there were numerous
instances where the Council issued dishonoured cheques and were charged bank fees for the
dishonored cheques and for overdrawing.

e To avoid bank fees for dishonored cheques, the Council reverted to withdrawing large
amounts of cash and making cash payments for operational expenses. However, cash
payments were not regularly reconciled to the supporting documentations. We were unable
to trace cash withdrawals’ to supporting documentations for cash payments.

e Signing of blank cheques, for examples, Cheque Nos. 1968 to 1970.

e There were no reconciliations performed on petty cash held by the Council.

The Council stated that cash counts are conducted weekly by the Accounts and Administration

Officers to ensure that cash on hand reconciles with the books of account. However, there was no

evidence provided during the audit to substantiate the weekly cash counts conducted.

Section 25 of the Rotuma Act 1927 requires that no expenditure out of money held in the Rotuma

Development Fund shall take place except in accordance with the approved estimates approved

by the Minister for Economy.

The following anomalies were noted in the operation of the Rotuma Development Fund:

e There was no approved budget/estimates for the Rotuma Development Fund.

e Expenses totaling $102,034.65 were incurred from January 2015 to July 2018. There were

inadequate supporting documentations to substantiate the payments made by the Council.
Payment vouchers were not provided for audit verifications.
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Refer to the Table below for details of payment from the Rotuma Development Fund.

Date

Description in Bank Statement

Audit Observation

COUNCIL OF ROTUMA

Amount

©)

04/03/15 | Bank Cheque Post Fiji Ltd TMO Cash withdrawal 5,547.30
20/03/15 | Withdrawal transfer as requested | Transfer approved by Council members 10,000.00
to Subvention Fund
13/05/15 | Cheque No. 166 Funds was withdrawn for Rotuma Day 4,210.53
celebration. The Payment Voucher (PV) was
not supported by acquittals and receipts to
substantiate the expenses incurred.
11/06/15 | Cheque No. 169 The payment was for repair and maintenance 547.37
work at Oinafa. The Payment Voucher was
only supported by petty cash vouchers.
31/07/15 | Cheque No. 170 The payment was for repair and maintenance 273.68
work at Oinafa. The Payment Voucher was
only supported by petty cash vouchers.
13/08/15 | Cheque No. 171 The payment voucher was only supported by
petty cash vouchers 189.47
02/09/15 | Cheque No. 172 Payment voucher and supporting documents
not provided for audit verification 526.32
14/09/15 | Cheque No. 173 Payment voucher and supporting documents
not provided for audit verification 2,911.00
29/12/15 | Cheque No. 175 Payment voucher and supporting documents
not provided for audit verification 2,784.21
10/02/16 | Cheque No. 176 Payment voucher and supporting documents
not provided for audit verification 5,520.89
12/02/16 | Bank Cheque Post Fiji TMO &
Fees Cash withdrawal 4,319.40
12/08/16 | Cheque No. 177 Payment voucher and supporting documents
not provided for audit verification 2,105.26
12/09/16 | Cheque No. 178 Payment voucher and supporting documents
not provided for audit verification 2,105.26
30/09/16 | Cheque No. 179 Payment voucher and supporting documents
not provided for audit verification 8,421.05
04/11/16 | Cheque No. 180 Payment voucher not provided for audit
verification 2,210.55
19/12/16 | 3 party withdrawal Post Fiji Cash withdrawal 20,165.96
28/12/16 | 3" party withdrawal Post Fiji Cash withdrawal 10,098.20
14/12/17 | Withdrawal transfer to 3201499
(Operational Subvention Grant
Account) Cash withdrawal 10,000.00
16/03/17 | gank Cheque Post Fiji TMO & | Cash withdrawal
Fees 10,098.20
Total 102,034.65

The Council stated that utilization of the Rotuma Development Fund, through the approval of
the Council has been a past practice due to delays in reimbursements of subvention funding
from the Office of the Prime Minister. This is to ensure that the Council’s operation is not
disrupted. The Rotuma Development Fund is normally reimbursed when the Council receives
subvention funds.

e A total of $50,229.06 was withdrawn from January 2015 to December 2017 through bank
cheques. These bank cheques were cashed at the Rotuma Post Office and were used as petty
cash for daily operational expenses. However, there was no ledger maintained, or
reconciliation done to substantiate how the funds were utilized.
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The numerous control weaknesses identified during our audit indicate that cash management by
the Council was ineffective as such there is a high risk of fraud and misappropriation of funds. The
control weaknesses is also attributed to the absence of proper policies and procedures on cash
management to provide direction and clarify accountability in managing cash.

Recommendations

e The Council of Rotuma and OPM should establish proper internal controls over cash
management.

e Therequirements of the law on the use of the Rotuma Development Fund should be complied
with.

PROPERTY, PLANT AND EQUIPMENT NOT PROPERLY RECORDED AND MAINTAINED

From the review of controls for management of property, plant and equipment, we noted the
following:

e Policies and procedures to support effective asset management did not exist. The Council
agreed and stated that going forward it will ensure policies and procedures are in place and
practiced to support effective management of assets.

e The completeness and accuracy of the Fixed Assets Register (FAR) could not be determined as
the FAR submitted for audit was not updated with description of assets, cost, date of
acquisition, model, identification number and location. The Council agreed and stated that the
FAR will be amended to record the additional information required for ease of reference and
internal control purposes.

e Board of Survey was not carried out from 2015 to 2018.

e Tally cards were not maintained to keep track of acquisition and utilization of expendable items
under the control of the Council such as fuel, engine oil, and stationery.

e From the physical verification performed during the audit, the existence of some tools and
office equipment could not be substantiated as these could not be located. In addition, some
items that should have been written off, were still included in the FAR. Refer below for details.

Asset listed in the FAR ‘ Audit Observations ‘

Garage

Tools : Welding Plant Audit sighted a rusted welding plant which was not working
Compressor Item could not be located

Electric Grease Gun Item could not be located

Steel Cutter Item could not be located

Generator Item could not be located

Office Equipment

Computer One computer sighted, however not in working condition
Photocopier Item could not be located
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Asset listed in the FAR ‘ Audit Observations

Computer Tsunami Item could not be located

Laptop Toshiba Item could not be located

Photocopier 4 in 1 Item could not be located

Laptop HP Item could not be located

External Hard Drive Verified, used by the Accountant

Furniture & Fittings

Steel Chairs (22) Only 5 steel chairs verified and all have been damaged.
Safe Safe has rusted and is not in working condition

Roofing iron Item could not be located

A review of the FAR indicated that the Council owned a number of vehicles, which included the
following:

Vehicle Type ‘ Registration Remarks
No.
1. Bus DS 333 Sold off by the Council
2. Bus DW 218 Sold off by the Council
3. Bus EH 082 Sold off by the Council
4. Van EG 925 Sold off by the Council
5. Van IA 472 Taken to Suva for repair due to an accident in December 2018.

The Accountant explained during the audit that the three buses and a van with registration number
EG 925 have been sold off by the Council. The remaining van was taken to Suva for repair as a result
of an accident involving the vehicle in December 2018. We noted the following:

e There were no documentations maintained or made available during the audit to
substantiate the selling of the vehicles. Therefore, we were unable to determine whether
there was proper approval by the Council for disposing off the vehicles, when were they
sold, to whom and whether there were any gains realized from the sales.

e There was no accident report prepared involving the van with registration number IA 472.
The Council explained that the accident occurred whilst the vehicle was used by the District
Officer Rotuma and that there was no accident report provided to the Council.

It its management comments, the Council stated that the sale of vehicle EG 925 was approved by
the Council due to the high cost of repair. Although the Council stated that the endorsement of
the sale was recorded in the Minutes of the Council meeting, there was no evidence provided
during and after the audit to support the explanation provided.

Poor internal control systems has resulted in the above issues. There is a high risk of fraud and
misappropriation of assets.
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Recommendations

e Policies and procedures to enable effective management of property, plant and equipment
should be developed and implemented.

e Fixed Assets Register should be accurately maintained to ensure that the Council manage its
assets effectively and report on finances appropriately.

e Disposals of property, plant and equipment should be appropriately managed with adequate
documentations maintained.

e The acquisition and usage of expendable items should be properly monitored and recorded.

GOOD GOVERNANCE AND INTERNAL CONTROLS DID NOT EXIST AND/OR INEFFECTIVE

A good governance system will assist the Council to operate effectively and comply with relevant
laws and standards. Internal control will help the Council operate reliably and enable effective
financial reporting by producing timely and quality financial statements.

We assessed whether policies and procedures for critical operational processes existed and were
updated.

We found out that policies and procedures to provide direction for the day-to-day operation of the
Council, provide consistency and support compliance with laws and regulations did not exist. For
example, the Council did not have policies and procedures that relate to the following areas:

1) Financial management

2) Human resource management
3) Asset management

4) Procurement

5) Risk Management

6) Contract management

7) Information technology

We also noted that Council did not have strategic and operational plans for 2015 to 2018.

The Council agreed with the audit findings and stated that going forward, policies and procedures
will be formulated and made available to the employees of the Council.

The latest audited financial statements for the Council was for the year ended 31 December 2005.

Draft financial statements for the years ended 31 December 2006 to 2018 are yet to be submitted
to the Auditor General for audit. Although some form of draft accounts for the years 2009 to 2014
was received by the Office of the Auditor General on 24/03/16, these were returned to the Council
as the financial statements submitted were not prepared and presented according to an
acceptable financial reporting framework. Moreover, the draft financial statements for the years
ended 2006 to 2008 were not submitted for audit. Refer to Appendix 2.
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We also assessed the ability of the Council to prepare and submit appropriate draft financial
statements for audit. The following were noted that may hinder this process:

e The Council was not able to locate all the required accounting records and related
documents to draw up draft financial statements.

e At the time of the audit, the Council did not have any working computer. The computer
used for maintaining financial data had crashed resulting in the loss of accounting and
other related data.

e Human resource constraints as there was only one staff responsible for a number of
accounting and administrative functions.

Financial accountability by the Council is seriously lacking in terms of producing timely and quality
financial statements and making them available to interested stakeholders.

The Council stated that manual records maintained with the Office of the Prime Minister will be
used to draw up the financial statements for the years 2006 to 2008 as it does not currently have
financial records for the years mentioned.

Section 13 of the Rotuma Act 1927 states that “Meetings of the Council shall be held not less
frequently than once in each quarter....” Section 14 requires the minutes of every Council meeting
to be kept by the Chairperson.

The Council meeting minutes provided for audit were not endorsed by the Chairman. In addition,
we could not determine the frequency of the meetings.

However, the Council explained that quarterly meetings are normally held annually with special
meetings in between and the minutes of the meetings are maintained by the Chairman and the
Secretary.

The Government, through the OPM, provides annual funding assistance to the Council under the
Rotuma Subvention Fund. The funds assist in the operational costs of the Council as well as funding
of development projects. For the periods 1 January 2015 to 31 July 2018, OPM disbursed a sum of
$295,110 to the Council under the Rotuma Subvention Fund.

As the administrator of the Rotuma Subvention Fund, OPM has an oversight role to ensure that
funds are utilized as intended, expenses are appropriately supported with relevant
documentations and that appropriate structures are in place to ensure proper governance of the
Council and accountability of public funds disbursed to the Council.

The following were noted from our audit:
e The acquittals submitted to OPM were not adequately supported \for payments totaling

$24,837. In addition, there were instances where expenditures were incurred which did not
relate to the operations of the Council. Refer to Appendix 1.
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e There was no evidence of reconciliations being performed against the total acquittals
received from the Council for the grants given. Refer to the Table below for details:

Acquitted Variance
($) ©)
2015 139,000 118,836 20,164
31/7/2016 63,858 74,943 (11,085)
31/7/2017 55,630 53,150 2,480
31/7/2018 36,622 36,447 175
Total 295,110 283,376 2,655

e There was no grant agreement in place for the year 2015. Comments obtained from the
Office of the Prime Minister indicated that Grant Agreement with the Council of Rotuma
only started in 2016 and prior to that there were no grant agreements since the
establishment of the Rotuma Subvention Fund.

e Expenses funded from the Rotuma Development Fund were included in the acquittals for
the Rotuma Subvention Fund for operational expenses.

e There was no evidence to indicate that the OPM regularly conducts assessment/reviews to
determine whether the grants/subvention funds were utilized by the Council for the
intended purposes.

In its management comments, the OPM stated that it always ensures that subvention funds
provided to the Council of Rotuma is acquitted and that funds are released on a monthly basis on
submission of acquittal form the previous month. The OPM further stated that monthly acquittal
is checked by the District Officer Rotuma and the Development section and the accounts section
at the OPM, however, it also admit an oversight on its part for expenses not supported as detailed
in Appendix 1.

The OPM agreed that monitoring was not undertaken regularly due to shortage of staff and
funding constraint. However, going forward the Office will work with the Council to improve its
governance structures, provide the necessary assistance with regular monitoring by the District
Officer Rotuma.

The absence of a robust and effective governance structure has resulted in the non-existent of
internal control and financial reporting systems.

Recommendations

e The Council of Rotuma and OPM work on creating a robust and effective governance
structure not only to ensure effective operation of the Council but importantly for the Council
to fulfil its obligation of financial accountability through timely and quality financial
reporting. This can be done through the following:

> Establishing effective internal controls by having policies & procedures to govern all
aspects of the Council’s operations.

» Consider formulating strategic and operational plans to provide direction for the
Council.

» Equipping the Council with the competent and adequate level of resources to enable
quality and timely financial reporting.

> Improve practices to comply with governing laws and regulations.

e The oversight role of OPM should be strengthened to improve the current state of financial
accountability by the Council.
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Overall, the outcome of our audit indicated that the accuracy and completeness of the acquittals
provided by the Council of Rotuma to OPM is doubtful due to the non-existent or weak governance
structures and internal control system. In addition, we were unable to substantiate expenses
incurred between 1January 2015 to 31 July 2018 as accounting and other relevant records were not
maintained, lost or were unavailable.

The issues identified from our assessment of the management of cash and property, plant and
equipment indicated that there is potential risks of fraud and misappropriation of assets.

The audit findings are consistent with those entities which have significantly delayed the
submission of draft accounts for audit. There is an urgent need for the Council of Rotuma and OPM
to work together and establish proper governance structures and internal control system and
provide appropriately skilled and competent resources to manage the operations of the Council.

However, we are encouraged by the request for audit by OPM without which the findings and
opportunities for improvement highlighted in this report may not have eventuated.
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Appendix 1: Details of Inadequate Supporting Documents for Payments Made

Description of Expenditure Audit Observations

2018

20/03/18 700.00 Refund for chief’s trip to Suva for the reconciliation with No supporting documents attached to payment voucher.
government in November 2017.

20/08/18 300.00 Refund for chief’s trip to Suva for the reconciliation with No supporting documents attached to payment voucher.
government in November 2017.

29/09/18 506.30 Chief’s fare to Suva and expenses for the reconciliation No supporting documents attached to payment voucher.
by the chiefs to the government of the day (President).

2017

29/8/16 100.00 Refreshment for Council meeting with 3 Ministers No supporting attached to payment voucher.

23/9/16 1,209.90 Airfare for Administration Officer from Rotuma to Nausori No evidence to substantiate whether this was an official trip
and Nausori to Rotuma

23/9/16 1,209.90 Airfare for Administration Officer from Rotuma to Nausori No evidence to substantiate whether this was an official trip
and Nausori to Rotuma for chief

30/09/16 350.00 Payment of meals and accommodation for two No supporting documents attached to the payment voucher.
government officials from the PM’s Office for 1 week

27/10/16 30.00 Paymentfor caretaker facility when MV Lomaiviti Princess No supporting documents attached to payment voucher.
berthed at the wharf

30/11/16 604.95 Payment for airfare from Rotuma to Nadi to resolve issues No supporting documents attached to the payment voucher
pertaining to subvention funds and also other matters
relating to the island.

30/11/16 210.00 Payment for subsistence allowance for Chairman for 7 No supporting documents attached to payment voucher.
days from 09/11/16 to 16/11/16

30/11/16 100.00 Payment for travelling allowance for Chairman for 7 days No supporting documents attached to payment voucher.
from 09/11/16 to 16/11/16

2016

03/02/16  1,951.40 Payment of financial assistance to Rotuma High School No supporting documents attached to the payment voucher to
for wages of ancillary staff substantiate approval by the Council.

15/04/16 200.00 Payment for car parts for EG 925/1A 472 No supporting documents attached to the payment voucher.

20/04/16 175.00 Payment of boat fare from Suva to Rotuma for chief No supporting documents attached to the payment voucher.

20/04/16 175.00 Payment of boat fare from Suva to Rotuma No supporting documents attached to the payment voucher.

20/04/16 30.00 Payment for transport & freight No supporting documents attached to the payment voucher.
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COUNCIL OF ROTUMA

Description of Expenditure

Audit Observations

20/04/16

20/04/16

25/05/16
15/06/16
15/06/16
22/06/16
20/07/16
29/07/16

29/07/16

2015

19/1/15
19/1/15
21/1/15
21/1/15
26/1/15

07/02/15
03/02/15
17/02/15
17/2/15

31/3/15

02/04/15
26/05/15
03/06/15
19/06/15
19/06/15

420.00

150.00

60.00
60.00
50.00
1,309.00
400.00
170.00

300.00

112.00
638.25
501.40
443.30
300.00

189.90
638.25
443.30
347.25

200.00

280.00
56.00
854.72
150.00
3,158.86

Payment of subsistence allowance

Purchase of car parts for EG 925/IA 472

Security services at Wharf on 18/4/16

Repair works on toilet facility at the wharf

Refreshment for meeting on 09/06/16

Payment for photocopier, toner and 3 boxes rims papers
Refreshment for meeting

Payment for grog plant and cassava for Mamasa for the
crew members on MV Cagivou -

Catering services for Council meeting — 2nd Quarterly
meeting

RBCL-40 litre fuel for EG 925

Chief’s airfare from Nadi to Rotuma

1 drum super for cleaning of compound

1 drum diesel for Council

Allowance for 10 days for attachment in customs
clearance company

Top up, diary for accounts and recharge card for chairman
Administrators airfare from Nadi to Rotuma

Supreme Fuel for EG 925

Accommodation and meals for Department of Mineral
Resources staff visit to the Council of Rotuma to take
samples of water

Catering expenses for 1% Quarter meeting

100 litre bio fuel

Bio fuel for EG 925

Supreme fuel for diesel and super

Catering expenses

Catering for Mamasa on 24/06/15 for Minister for Labour,
Agriculture, Assistant Minister for Youth and Sports and
UNDP

Audit could not determine whether this was related to the Council’s
operations. No supporting documents attached to the payment voucher
to substantiate approval by the Council.

No supporting documents attached to the payment voucher.

No supporting documents attached to the payment voucher.
No supporting documents attached to the payment voucher.
No supporting documents attached to the payment voucher.
Only quotation was attached to support payments.

No supporting documents attached to the payment voucher.
No supporting documents attached to the payment voucher.

No supporting documents attached to the payment voucher.

No supporting documents attached to the payment voucher.
No evidence to substantiate whether this was an official trip.
No supporting documents attached to the payment voucher.
No supporting documents attached to the payment voucher.
The expenditure was not related to the operations of the Council.

No supporting documents attached to the payment voucher.
No evidence to substantiate whether this was an official trip.
No supporting documents attached to the payment voucher.
No supporting documents attached to the payment voucher.

No supporting documents attached to the payment voucher.

No supporting documents attached to the payment voucher.
No supporting documents attached to the payment voucher.
No supporting documents attached to the payment voucher.
No supporting documents attached to the payment voucher.
No supporting documents attached to the payment voucher.
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Description of Expenditure Audit Observations
07/07/15 56.00 RBCL Fuel 20 litre for EG 925 No supporting documents attached to the payment voucher.
13/07/15 224.00 RBCL - 80 litre bio diesel for EG 925 No supporting documents attached to the payment voucher.
13/07/15  1,020.00 Repayment of deposit to the Rotuma Development Fund No evidence of any bank deposit slip. Was not able to trace the $1,020
Account deposit to the RDF bank statement

20/08/15 1,516.28 Boat fare for Council staff and airfare for Chairman No evidence to substantiate whether this was an official trip
21/08/15 600.00 Travelling allowance for Council staff No evidence to substantiate whether this was an official trip
25/08/15 180.00 Transport of bamboo for repair of Bure at Oinafa No supporting documents attached to the payment voucher.
25/08/15 100.00 Navy trip around Rotuma-18/08/15 No supporting documents attached to the payment voucher.
25/08/15 500.00 Council members meeting with Navy Officers No supporting documents attached to the payment voucher.
25/08/15 200.00 Pig for Mamasa - Navy Officers No supporting documents attached to the payment voucher.
03/11/15 30.00 Repair works at the Toilet facility in Oinafa No supporting documents attached to the payment voucher.
03/11/15 35.00 Seat covers for Council Van IA 472 No supporting documents attached to the payment voucher.
03/11/15 90.00 Security for facility at the wharf No supporting documents attached to the payment voucher.
30/11/15 450.00 Repair for EG 925 No supporting documents attached to the payment voucher.
03/12/15 106.90 Refreshment for Council meeting — 03/12/15 No supporting documents attached to the payment voucher.
03/12/15 644.05 Chief's a-Airfare from Rotuma to Nadi No evidence to substantiate whether this was an official trip
Total 24,836.91
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Appendix 2: Letter - Return of Draft Account

OFFICE OF THE AUDITOR GENERAL

Excellence in PublicSector Auditing

&-8™ Floer, Koty Subving Housa Telephona: (879) 330 9032
210 hedrthur St Fax: (679} 310 3813
P.OBox 2214, Government Buildings Ematbinde@Pauditargenaral.gev.f]
Suva, Fiji WabsivahregS Soaavong. gowl]

File: 821

27 May 2016

Chairperson of the Council of Rotuma
Council of Rotuma

B.O. Box 18

Ahag

ROTUMA

Aftention: Tony Faktaufon (Accountant)

We refer to your letter dated 18 March 2016, on the above subject.

From our preliminary review of the draft accounts for 2009 to 2014, we have noted that the financial
statements, o a large extent, are incomplete and have not been prepared and presented in accordance with
applicable financial reporting framework., In addition, the Council has not submitted for audit draft
financial statements for the years ended 31 December 2006 to 2008,

The Council of Rotuma is reminded that the preparation and proper presentation of the financial
statements is the responsibility of the management of the Council. We therefore return the drafi accounts
and request that the financial statements are prepared and presented in accordance with the requirements
of the International Financial Reporting Standards for Small and Medium-sized Entities (“IFRS for
SMEs™).

We will commence the audit once the anomalies noted above are rectified.

Should you require further clarification, please do not hesitate to contact the undersigned on telephone
3309032 Ext. 107.

Yours sincerely, -

Finau Nagera (Ms)
for AUDITOR GENERAL

ce Permanent Secretary, Office of the Prime Minister (with enclosure)
Deputy Commissioner, Fiji Independent Commission Against Corruption (with enclosure)

Encl.
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1. EXECUTIVE SUMMARY

The Office of the Auditor General carried out a performance audit on the Fiji Procurement Office
(FPO) and Construction Implementation Unit (CIU) of the Ministry of Economy (MoE).

The overall objective of this audit is to assess the effectiveness of FPO and CIU in complying with the
Fiji Procurement Regulations 2010, Procurement (Amendment) Regulation 2012, standard operating
procedures and relevant guidelines.

Our audit covered the two main phases that procurement of construction works goes through
namely:

() Tender process phase; and

(i) Construction phase. In terms of the tender process phase.

Our audit focused on the general function of FPO over the procurement at whole of government
level as provided under section 5 of the Procurement Regulation 2010 and the performance of the
tender process against the required timelines as provided in the Guide to Tender Evaluation and
Process.

This report does not cover the technical aspects of the tenders’ assessed. In terms of the
construction phase, our audit focused on the general function of CIU over the procurement and
management of construction works and its performance in managing the projects against the
required timelines as provided in the Government Tender Board (GTB) approval.

Four common audit observations cutting across the audit of FPO and CIU are as follows:
1) Inadequate human resources for effective and efficient functioning of the two Units;
2) Delay in tender process phase;

3) Delay in preparation and finalisation of contract agreement; and

4) Delay in the construction phase.

2. AUDITING STANDARDS

We have conducted this audit in accordance with the International Standards of Supreme Audit
Institutions (ISSAI 4000) on Compliance Auditing.

3. REFERENCE TO COMMENTS

Comments provided by CIU & FPO have been incorporated in this report.

4. WHAT WE AUDITED & AUDIT SCOPE

The subject matter for this audit is the procurement process with special emphasis on the
procurement of construction works conceded by the FPO and CIU.

Through this audit, we examined whether the FPO and CIU complied in all material respects with the
Fiji Procurement Regulations 2010, Procurement (Amendment) Regulation 2012, standards
operating procedures and related policy guidelines. In this context, our audit addressed the
following questions:

1. To ascertain whether the FPO and CIU has the necessary resources to operate efficiently.
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2. To ascertain whether the FPO and CIU complied with relevant regulations and related policy
guidelines while carrying out its functions.

3. Toascertain whether capital construction projects are effectively managed and delivered by CIU.
For each of these questions, we examined if the FPO and CIU complied in all material respects with
the agreed criteria specified on Section 4, with respect to procurement of construction works.

5. AUDIT CRITERIA

The FPO and the CIU, as Government agencies, must operate within an environment of government
legislation and policies. The criteria for the audit is based on regulations, policy framework, and
manuals designed to ensure compliance with laws governing all government procurements. These
include:

a) Procurement Regulation 2010;

b) Procurement (Amendment) Regulation 2012;

Q) Guide to the Procurement Policy Framework 2010;

d) Guide to Tender Evaluation and Process 2010; and

e) Construction Implementation Unit Standard Operating Procedure.

The criteria as specified above were discussed on 20 May 2019 with the FPO Team and the CIU Team.
These were accepted as relevant to the FPO and CIU as they are taken from established laws,
regulations and policies that govern procurements for all Government Ministries and Departments.

We believe that the criteria tested in each area of the audit are sufficient to conclude on the overall
compliance of procurement of construction works.

6. METHODOLOGY

This audit was conducted based on the information provided by those charged with procurement of
construction works and the procurement records maintained by the FPO and CIU. The procurement
activities on construction works undertaken by the FPO and CIU from 2017 to 2018 were selected for
review/analysis/assessment. Selected projects valued around $30 million were used for detailed
testing against the criteria discussed in Section 4.

In executing this audit, the following approaches were used:

0) Documents review;

(ii) Interview of responsible officials from the FPO and CIU; and

(iii) Physical verification of construction works in order to confirm FPO and CIU complied with
the criteria detailed in Section 4 in processing the tender and contract management for
procurement of construction works.
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7. AUDIT FINDINGS

By ‘capacity’, we mean the skills, knowledge, structures and ways of working that make an
organisation effective. Building capacity means developing further each of these, building on
existing strengths, and addressing gaps and weaknesses.

There are three factors an operation must consider when looking at production of goods, services
or works:

(1) Capacity - how much can it make?

(2) Demand - how much does the market require?; and

(3) Forecasting - how is it going to match what is required with what it can make without wasting
resources? These factors all impact upon each other; in order to fulfil the requirements of a
market, an operation must be able to evaluate what capacity it can provide and the options it
has to increase or decrease this.

7.1.1  Capacity Management Challenges

Effective support of the procurement capacity development process begins with identifying what
key capacities already exist and what additional capacities may be needed to reach objectives. A
capacity assessment is an analysis of desired capacities against existing capacities, which generates
an understanding of capacity assets, gaps and needs that can serve as input for formulating a
capacity development response or strategy. The capacity response should address those capacities
that are a priority to strengthen and optimises existing capacities that are already strong and well
founded. It sets the baseline for continuous monitoring and evaluation of progress against relevant
indicators and helps create a solid foundation for long-term planning, implementation and
sustainable results in public procurement.™

Audit enquiries revealed the following:

e Both FPO and ClIU are yet to undertake a proper capacity assessment to ascertain its existing
capacities against desired capacities.

e According to the FPO, it has the capacity to process around 350 tenders per annum. This level of
capacity was based on past records and experience.

The FPO indicated that it faces challenges with capacity at different point in times during the year
rather than in its capacity as a whole. This is due to the fact that its performance is heavily influenced
by the efficiency of other parties and timing during the procurement process which is usually beyond
the control of the Office.

1 Public Procurement Capacity Development Guide (UNDP) — Section 1.4
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Past years’ experience has shown that not many tenders are called at the beginning of the year thus
forcing the FPO to operate at its minimum level of capacity. Most tenders are called in the third
quarter of the financial year which stretches the resources of FPO resulting in capacity issues.

e Audit analysis of the FPO staff establishment indicated that there were five or 14% vacant
positions out of the thirty seven (37) total establishment as at the date of audit™.

Considering the total number of tender (472) processed by the Office for the period ending
31/07/18, it could be deduced that one officer would have handled fifteen (15) tender files in a

year or one is to fifteen (15) ratio. Refer to table below for details of vacant positions.

Table 1: Details of Vacant Positions at Fiji Procurement Office

Post Title Status Amount
Manager Tender Vacant 1
Senior Procurement Analyst Vacant 2
Procurement Analyst Vacant 1
Driver Vacant 1

e The ClIU indicated it is impracticable to ascertain the capacity level in which it needs to operate
at as it is reliant on factors that is beyond its control. These are factors such as:

a. function performed by the procuring agencies;

b. magnitude of the projects; and

c. budget approval.
Irrespective of the resources available at the Unit, it is required to carry out all planned projects
approved in the budget particularly those that are budgeted under capital construction and capital
grants and transfers expenditure allocation. At the date of audit™, the CIU was handling five hundred
and nine (509) construction projects with new projects expected once approval is granted.

e Audit analysis of the CIU staff establishment indicated that there were twenty three (23) or 43%
vacant positions out of the fifty five (55) total establishment as at the date of audit™.

The Unit currently has twelve (12) technical officers that are responsible for overlooking five hundred
and nine (509) projects handled by the Unit. Therefore it could be deduced that one technical officer
will have to handle forty two (42) projects in a year or one is to forty two ratio. Refer to table below
for details of vacant positions.

Table 2: Details of Vacant Positions at Construction Implementation Unit

Post Title
Manager Projects Vacant 2

Manager Finance & Compliance Vacant 1
Associate Coordinator - Projects Vacant 1
Senior Technical Officer Vacant 2
Technical Officer Vacant 5

12 05/09/19
13 05/09/19
14 05/09/19
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Executive Assistant Vacant 1
Technical Assistant Vacant 7
Office Assistant Vacant 4

The number of vacant positions in FPO and CIU have a significant impact on operation efficiency and
effectiveness of both the Units. Detailed analysis of service delivery of FPO and CIU is discussed in
Section 7 of this report.

The Ministry noted the reasoning for proper capacity assessment against the required function of
the Units. However, the Ministry further explained that it was difficult to ascertain the exact capacity
for CIU as there are ad-hoc projects and priority projects that are added to the list approved in the
budget. The ad-hoc projects are related to unforeseen circumstances such as natural disasters. This
requires the ClU to prioritise the list of projects administered. For example, rehabilitation of schools,
public buildings and implementation of the Help for Homes post TC Winston. In addition, some of
the projects that were audited were initially managed by line Agencies but transferred to CIU to
manage and resolve the issues to ensure successful implementation of the projects.

As an improvement, an electronic database (PMWeb) has been implemented to assist CIU with
project management and prudent capital budget planning and project implementation. The
database will support proper project planning and including planning for resources and capacity ClU.

There are vacancies in the Unit due in part due to the high turnover of staff. Technical specialists in
the construction industry are high demand due to a lack of skilled workers and a shortage of
experienced technical staff in the country. CIU has recruited technical staff and has implemented
mechanisms to retain skilled workers through job evaluation reviews and remuneration packages
that is comparable to market.

The Ministry further emphasised that annual budget drives procurement. The number of tenders
depends on the annual budget strategy. As a strategy the Ministry through FPO has been focusing
on making processes efficient and removing red tape to counter fluctuations in demand for
Ministry’s human resources.

Recommendations

e The FPO and CIU should ensure that a proper assessment of its capacities are undertaken. They
should ensure that existing key capacities are identified and additional capacities required to
operate efficiently.

e The FPO and CIU should consider formulating a capacity development response or strategy
from the capacity assessment exercise. The capacity development strategy should address
those capacities that are a priority to strengthen and optimises existing capacities that are
already well founded.

e The FPO should consider putting in place mechanism to allow them to actively participate in
the procurement planning process of ministries and departments to ensure a consistent flow
of tenders processed throughout the year.
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e The FPO should consider putting in place mechanism that allow the Office to monitor and
impose the implementation of the Annual Procurement Plan of ministries and departments.
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The Guide to the Procurement Policy Framework is issued by the Ministry of Economy under Section
25 of the Procurement Regulations 2010.

It establishes the core procurement policy framework and communicates the Government’s
expectations for all agencies and their officials when performing duties in relation to procurement
under the Financial Management Act 2004 (FM Act) and the Procurement Regulations 2010."

Government agencies and officials operate within an environment of legislation and relevant
government policies. Figure below sets out the broad legislative policy framework governing
Government procurement.

Figure 1: Legislative Environment and Policies Governing Procurement

PROCUREMENT
REGULATIONS

» Establishes the Fiji Procurement Office

* Guiding PROCUREMENT GUIDELINES
Principles of Detailed procedures and processes
procurement relating to procurement

Guide to the Procurement Policy

e Establishes Framework FEDE

the ane Guide to the Annual

Govt. Procurement Plans « Different types
- Guide to the Tender Process of tendering

* Preparation
of Annual
Procurement

Tender

Guide to the Disposal of Assets
Board (GTB) P methods

#» Right to Review
GTR decisions

At the broad level, the Financial Management Act 2004 sets the financial management framework
for all of Government."”

Section 81 of the Financial Management Act 2004 allows the Minister for Economy to make
Regulations to give effect to provisions of the Act. As such, the Procurement Regulations sets the
procurement policy framework for Government. It establishes and specifies the functions of the Fiji
Procurement Office and the one Government Tender Board and also outlines procurement policies
and practices that have been adopted from international best practices.™

15 Guide to the Procurement Policy Framework 2010 — Section 1.1
16 Guide to the Procurement Policy Framework 2010 — Section 2.1
17 Guide to the Procurement Policy Framework 2010 — Section 2.1.1
18 Guide to the Procurement Policy Framework 2010 — Section 2.1.2
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7.2.1  Absence of the Compliance Assessment Function of the Fiji Procurement Office

The functions of the Fiji Procurement Office are to regulate and administer the procurement of
goods, services and works for the Government of Fiji."

These include conducting compliance assessment of procurement functions and activities across the
whole of Government.>°

The Director shall periodically inspect and carry out compliance checks on the procurement
procedures in Ministries or Departments and report thereon to the Permanent Secretary of the
Ministry or Department concerned and the Permanent Secretary for Economy.>

From 01August 2018, the FPO undertook a restructure that sees the Compliance Unit being absorbed
into the Internal Audit & Good Governance (IAGG) Division. Upon audit enquiry, it was noted that
only the officers/posts was transferred but no instructions received by the IAGG Division on the
function carrie