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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 the
Republic of Fiji. Its roles and responsibilities include audit of the accounts of the Consolidated Fund
and whole of Government financial statements and annual appropriation statement required to be
included in the whole of Government annual report for a financial year under the Financial
Management Act 2004. The audit extends to the accounts of all money received or held by a State
entity, whether or not for purposes of Government. These audits are carried out by the Auditor-
General on behalf of Parliament.

At least once every year, the Auditor General must report to Parliament on the audits conducted and
on other significant matters the Auditor-General wishes to bring to the attention of Parliament.
This report satisfies these requirements.

As a result of its mandate, the Office of the Auditor-General has a distinctive view of the entire public
sector of matters affecting financial and non-financial performance. We use this perspective to
achieve our vision of excellence in public sector auditing by providing comprehensive analysis and
value-adding recommendations.

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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1.0 Sector Summary

All ministries and departments prepare annual agency financial statements. Permanent Secretaries
and management of these agencies are responsible for the preparation and fair presentation of the
financial statements in accordance with International Public Sector Accounting Standards Cash Basis
and requirements of Finance Management Act 2004 and other applicable laws and regulations. This
responsibility includes designing, implementing and maintaining internal controls relevant to the
preparation of financial statements that are free from material misstatement, whether due to fraud
or error, selecting appropriate accounting policies, and making accounting estimates that are

reasonable in the circumstances.

The report includes the audit for agencies completed as at 31 October 2019:

The General Administration Sector includes:

Head o1 Office of the President

Head 02 Office of the Prime Minister and
Immigration

Head 03 Office of the Attorney-General

Head o5 Ministry of i-Taukei Affairs

Head 06 Ministry of Defence & National Securit

Head o7 Ministry of Employment, Productivity
and Industrial Relations

Head 08 Ministry of Foreign Affairs

Head 09 Independent Bodies:

Office of the Auditor General

Judiciary Department

Parliament Office

Office of the Director of Public Prosecutions

Head 13 Independent Commissions

Head 15 Ministry of Justice

Head 15A Fiji Corrections Service

Head 16 Ministry of Communication

Head 16A Department of Information
Technology and Computing Services

Head 17 Ministry of Civil Service

Head 18 Ministry of Rural and Maritime
Development

Head 19 Republic of Fiji Military Forces

Head 20 Fiji Police Force

Head 49 Peacekeeping Missions

The Social Services Sector includes:

Head 24 Ministry of Women, Children and
Poverty Alleviation
Head 25 Ministry of Youth and Sports

The Economic Services Sector includes:

Head 30 Ministry of Agriculture
Head 34 Ministry of Industry, Trade and Tourism
Head 35 Ministry of Sugar

The Infrastructure Sector includes:

Head 40 Ministry of Infrastructure and Transport
Head 41 Water Authority of Fiji

Head 42 Ministry of Waterways

Head 43 Fiji Roads Authority
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It is important to note that the deficiencies highlighted in this report were identified during our audit
and may have been subsequently resolved. These have been included in this report as they impacted
on the overall system of control of the ministries and departments as at 31 July 2018.

Results of Our Audits
Head(s) Date Acceptable Audit Status as at 31/10/19

Draft Accounts
Received for Audit

General Administration Sector

04,50,51 | Ministry of Economy 31/10/18 Audit conduct in progress.
& 52
2017-2018 Financial Statements of Outstanding Draft 2018 Financial
Government Statements of Government
are yet to be submitted for
audit.
09 Fijian Elections Office 22/10/19 The first draft 2018 Financial

Statements was received on
02/07/19. Due to errors and
omissions, a second draft
was submitted on 22/10/19.
Audit yet to commence.

Ministry of Disaster Management and 07/03/19 Audit completed with audited
14 Meteorological Services financial statements issued
for signing on 24/10/19.

Social Services Sector

Ministry of Education, Heritage and Arts 27/03/19 Draft management letter sent
21 & 26 for comments on 21/10/19.
Higher Education Institutions Comments yet to be received.
22 Ministry of Health and Medical Services 18/02/19 Audit in finalization stage.
23 Department of Housing 19/08/19 Audit in finalization stage.
Economic Services Sector
31 Ministry of Fisheries 25/01/19 Audit conduct in progress.
32 Ministry of Forestry 28/11/19 Audit conduct in progress.
33 Ministry of Lands and Mineral Resources 23/04/19 Audit conduct completed with

exit meeting held on
21/10/19. The Ministry is
working on to resolve the
audit findings.

36 Ministry of Public Enterprises 31/10/18 Audit completed with audited
financial statements issued
for signing on 18/06/19.

37 Ministry of Local Government 20/02/19 Draft management letter sent
for comments on 25/10/19.
38 Ministry of Environment 20/02/19 Draft management letter sent

for comments on 21/10/19.

Infrastructure Sector
41 Water Authority of Fiji 06/03/19 2017 and 2018 draft account
submitted together.

2017 audit in finalization
stage.

2018 FS received and yet to

be audited.

43 Fiji Roads Authority 22/11/18 Audit for 2018 financial
statements in finalization
stage.
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As at 31 October 2019, we issued audit opinions on 29 agency financial statements of ministries and
departments for the 2017-2018 financial year.

Audit of 15 agencies have been delayed. The delay in audits of agencies were primarily due to the
following:

e Delay in submission of acceptable draft accounts for audits;

e As aresult of delay in submission of acceptable draft accounts for audit, the assigned resources
were diverted to other audits for which accounts were received on time;

e Relevant information/records not provided for audit on a timely basis;

e Entities deciding to address issues raised in draft audit reports and resubmission of financial
statements for audit; and

e The delay in the finalization of the 2016/2017 Financial Statements of Government affected
resource to some extent as officers continuously had to be re-engaged in the audit.

Efforts are being made to complete the audit of the agencies. Details of status of pending audits are
provided in table below.

Quality and Timelines of Financial Statements

The submission of acceptable financial statements for audit were generally delayed. However, the
quality of agency financial statements have largely improved. We issued unmodified opinions on 22
agency financial statements out of the 29 audited for financial year 2017-2018.

In accordance with International Standards on Auditing, we express an unmodified opinion
(unqualified) when the financial statements are prepared in accordance with the Financial
Management Act 2004, Financial Management (Amendment) Act 2016, Finance Instructions 2010,
Finance (Amendment) Instructions 2016 and with relevant legislative requirements. This type of
opinion indicates that material misstatements, individually or in the aggregate, were not noted in our
audit which would affect the financial statements of an entity.

We issue a modified opinion (qualified) when having obtained sufficient appropriate audit evidence,
we conclude that misstatements, individually or in the aggregate, are material, but not pervasive, to
the financial statements; or we are unable to obtain sufficient appropriate audit evidence on which to
base the opinion, but the auditor concludes that the possible effects on the financial statements of
undetected misstatements, if any, could be material but not pervasive.

Figure 1 - Comparison of Independent Audit Reports issued for 2017-2018 and 2016-2017 financial year

Financial Year Unmodified Modified Financial Year Unmodified Modified
2017 - 2018 Opinion Opinion 2016 - 2017 Opinion Opinion
Number of audits 22 7 Number of audits 20 8
Percentage of total 76% 24% Percentage of total 71% 29%

Source: Office of the Auditor-General (detailed comparison is provided in Appendix B — Audit Opinion Results)

Majority of the ministries and departments audited as at 31 October 2019 submitted the draft financial
statements for 2018 well after the deadline of 31 October 2018 set by Ministry of Economy. Only a few
agencies submitted of their draft financial statements on or before the deadline. The efforts of the
agencies which submitted the draft financial statements for audit on time are commended.
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The draft financial statements for 2017-2018 of 21 or 69% of ministries and departments were not
adjusted during our audit. The remaining financial statements were adjusted through audit
adjustments.

2.0 Types of audit opinions issued

In accordance with International Standard on Auditing, we express an unmodified opinion
(unqualified) when the financial statements are prepared in accordance with the Financial
Management Act 2004, Financial Management (Amendment) Act 2016, Finance Instructions 2010,
Finance (Amendment) Instructions 2016 and with relevant legislative requirements. This type of
opinion indicates that material misstatements, individually or in the aggregate, were not noted in our
audit, which would affect the financial statements of an agency.

We issue a modified opinion (qualified) when having obtained sufficient appropriate audit evidence,
we conclude that misstatements, individually or in the aggregate, are material, but not pervasive, to
the financial statements; or we are unable to obtain sufficient appropriate audit evidence on which to
base the opinion, but the auditor concludes that the possible effects on the financial statements of
undetected misstatements, if any, could be material but not pervasive.

We include an Emphasis of Matter paragraph in the audit report to highlight an issue that will help the
user better understand the financial statements. We also include an Other Matter paragraph to
highlight a matter that is relevant to users’ understanding of the audit report.
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3.0 Current approach on reporting to Parliament

On 5 February 2019, we reported the results of our audits for Ministries and Departments for financial
year 2016-2017 by budget sectors when all audits (except for Ministry of Economy and Financial
Statements of Government which were reported subsequently) were completed. This affected the
timeliness of our reporting of audits completed to Parliament. To address this, audits of Ministries and
Departments for financial year 2017-2018 which were completed as at 31 October 2019 have been
included in this report.

Audit reports on audit of Ministries and Departments for financial year 2017-2018 which are
subsequently completed will be included in separate reports to Parliament.

We will continue to work with Permanent Secretaries and Heads of Departments to further improve
the timely completion of audits so that these can be reported to Parliament.

Introduction
Each year, we audit the financial statements of State-agencies to provide assurance to their reliability.

Ministry of Economy advised all State agencies to provide the draft 2018 agency financial statements
to the Auditor-General by 31 October 2018. If agencies comply with the monthly and quarterly
reporting requirements set by Finance Instructions 2010 throughout the year, the agencies should be
able prepare high quality financial statements in a timely manner.

We assessed the quality and timeliness of financial statements prepared by 29 agencies for financial
year ended 31 July 2018 by considering:

e year-end closing process — whether accounts were closed-off on the agreed date.

e timeliness — whether complete draft 2018 financial statements were submitted for our audit by an
agreed date.

e quality — the extent of accounting adjustments made during our audit.

Our assessment criteria and the result of our assessment for each ministry/department is included in
Appendix A.

Conclusion

A total of 29 ministries and departments were audited as at 31 October 2019. Of these, unqualified
audit reports were issued on 22 financial statements while audit reports for 7 financial statements
were qualified.

Itis evident from the audit that more concert efforts need to be taken to streamline year-end account
closing process, improve on the timeliness of submission of draft financial statements for audit, and
provision of management comments with signing of audited financial statements in a timely manner.

It is imperative that the Heads of Ministries and Departments take proactive actions to address the
issues raised in this report and also improve on year-end account closing process, and improve on
timeliness of provision of management comments and signing of audited financial statements.

e

Ajay Nand
AUDITOR-GENERAL
DATE: 15/11/19
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4.0 Audit Opinion results

Table A summarizes the audit opinions we issued on the 2017-2018 financial statements for State-
agencies.

Table A - Audit opinions issued by OAG as at 31/10/19 for 2017-2018 financial year

Unmodified Modified

opinions opinions

Modified opinions

We issued modified opinions on 7 of the 2018 financial statements audited for various ministries and
departments on the following grounds:

1.0 Department of Immigration

e A variance of $515,175 exists between the Integrated Border Control Management System
(IBMS) which records the Department of Immigration’s operating revenue and the FMIS
general ledger.

e Detailed listings of work permit holders for whom security bond totaling $28,724,628 was held
in trust as at 31 July 2018 were not substantiated by the Department of Immigration.

e An unreconciled variance of $125,618 exists between the Immigration Bond Trust Fund
Account cash at bank balance and the General Ledger (FMIS) balance.

e The Department of Immigration was unable to provide appropriate supporting documents
including payment vouchers to substantiate payments totaling $272,985 which were made
from its Operating Account.

2.0 Ministry of Employment, Productivity and Industrial Relations

e The Ministry received a sum of $60,000 from Ministry of Civil Service under the Shared
Services Agreement. The Ministry receipted the service fees into the OHS Consultancy Trust
Fund Account instead of the Consolidated Fund Account. Transfer of public funds into a trust
account is improper as funds in trust are those funds other than public money.

e Proper reconciliation of trust accounts for the National Employment Centre, Employment
Relations Tribunal, Occupational Health and Safety, Workmen Compensation, Wages Dispute
and OHS Consultancy Trust Fund Accounts were not done. Proper cash books were not
maintained for the trust accounts, satisfactory explanations were not provided for variances
totaling $119,783, stale cheques were not cleared and receipts and payments were not posted
in the general ledger on a timely basis.

3.0 Judicial Department

Significant lapse in reconciliations were noted and there was absence of detailed breakdown
listings of beneficiaries and their current balances. As such, the accuracy of the closing balance
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of $31,681,497 disclosed in the Judicial Trust Fund account Statement of Receipts and
Payments for the year ended 31 July 2018 could not be ascertained.

4.0 Ministry of Rural and Maritime Development

Included in the Provincial Trust Fund Accounts are funds received for Rural Housing Scheme 1
totaling $1,173,893 and one-third self-help projects totaling $553,611. However, the Ministry did
not maintain listing to show detailed breakdown of funds held.

5.0 Fiji Police Force

The Force did not include as part of its agency financial Statements the Trust Fund Account
Statement of Receipts and Payments for the Force Band Trust Fund Account. Receipts totaling
$84,542 and payments amounting to $66,485 were made from the account for the period
ended 31 July 2018. In addition, the Force Band account transactions were not recorded in the
FMIS General Ledger.

6.0 Ministry of Women, Children and Poverty Alleviation

e Statement of Receipts and Expenditure includes Operating Grants and Transfers balance of
$89,639,571 which comprises of payments made for Social Pension Scheme of $37,116,301,
Poverty Benefit Scheme of $40,102,286, and Food Vouchers for Rural Pregnant Mothers of
$966,152 and Child Protection Allowance of $7,062,188. An unreconciled variance of 8,802,261
exists between the General Ledger balance of $85,246,927 and the amount released to bank
of $76,444,666 for the year ended 31 July 2018.

e Mispostings in Travel and Communication expenditure by $204,579 and Purchase of Goods
and Services expenditure by $735,010 resulted in overstatement of the respective operating
expenditure. Moreover, mispostings in Operating Grants and Transfers expenditure resulted
in understatement of the account by $944,262 for the year ended 31 July 2018. The Ministry
was unable to process the adjustment due to insufficient funds in the respective Standard
Expenditure Groups.

7.0 Ministry of Infrastructure and Transport

e An unreconciled variance of $1,405,134 exists between the Consolidated TMA balance sheet
cash at bank balance of $3,303,882 and consolidated bank reconciliation balance of $1,898,748
as at 31 July 2018. Consequently, the accuracy and completeness of the Cash at bank balance
of $3,303,882 stated in the Consolidated TMA balance sheet as at 31 July 2018 could not be
confirmed.

e The Energy Trust Account had a balance of $2,445,195 as at 31 July 2018. The closing balance
comprises of refunds for FEA Grid and House wiring, bond payment for projects and revenue
bills collected from Solar Home Systems. The Ministry has not maintained appropriate details
of this Trust Fund account.
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Unmodified opinions

We issued unmodified opinions on 22 or 76% of the 2018 financial statements which were audited for
various ministries and departments. This means that material misstatements were not noted in
majority of the agencies which were audited.

Quality of draft agency financial statements

The extent of audit adjustments made to draft financial statements indicates the effectiveness of the
agency’s internal review processes to identify and correct errors before these are provided for audit.

Twenty One (21) ministries and departments prepared good quality draft financial statements that did
not require any adjustments.

Adjustments passed on draft financial statements for Six (6) ministries and departments were not
material. While most material adjustment was made for financial statements of three (3) ministries
and departments.

Timeliness of financial reporting

To be useful to users, financial statements should be completed and made available as soon as
possible after close of financial year. Information in financial statements becomes less relevant to
users as the time passes from close of financial year. The deadline set by Ministry of Economy for
submission of draft financial statements was 31 October 2018.

Table B - Agencies which met or missed the agreed timeline for submission of draft financial
statements.

Timeline Met Timeline not Met

1. Office of the Attorney General 1. Judiciary Department

2. Ministry of Foreign Affairs 2. Ministry of Justice

3. Office of the Auditor General 3. Parliament Office

4. Office of the Director of Public | 4. Ministry of Civil Service and Public Service Commission
Prosecutions 5. Fiji Corrections Services

5. Fiji Independent Commission Against | 6. Ministry of Rural and Maritime Development and National
Corruption Disaster Management

6. Fiji Military Force 7. Fiji Police Force

8. Ministry of Communication

9. Office of the President

10. Office of the Prime Minister and Immigration

11. Ministry of i-Taukei Affairs

12. Ministry of Defence, National Security

13. Ministry of Employment, Productivity and Industrial Relations

14. Department of Information Technology and Computing
Services

15. Ministry of Youth and Sports

16. Ministry of Sugar

17. Ministry of Industry, Trade and Tourism

18. Ministry of Waterways

19. Ministry of Agriculture

20. Ministry of Women, Children and Poverty Alleviation

21. Ministry of Infrastructure and Transport

22. Peacekeeping Missions
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Year-end closing process

On 12 June 2018, Permanent Secretary for Economy issued Circular No. 03/2018 to Permanent
Secretaries, Heads of Departments, High Commissioners and Ambassadors in Fiji Overseas Missions
in which procedures for closing of 2018 accounts and times were detailed.

The key focus areas in the circular were:

e (losing date for journal adjustments by 10 August 2018

e (learance of inter-departmental clearance accounts by 3 August 2018

e Monitoring of un-presented cheques by 31 July 2018

e (learance of stale cheques by 22 August 2018

e Annual Board of Survey on Drawings Account cheques by 22 August 2018
e Retirement of imprests by 20 July 2018

e Cancellation of unprocessed purchase orders by 27 July 2018

e Processing of payments by 31 July 2018 and virements by 20 July 2018

e Completion of reconciliations by 29 August 2018

e Submission of arrears of revenue returns by 31 August 2018

When ministries and departments achieve the key focus areas highlighted by the Permanent Secretary
for Economy by the given dates, they are more likely to prepare accurate and timely draft financial
statements for audit.

Nine or 31% of the Ministries and Departments under the General Administration sector achieved all
the key focus areas for closing of accounts set by Ministry of Economy while 20 or 69% managed to
achieve 5 of 9 key processes within two weeks of due date.
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Appendix A: Assessment of financial governance

This section evaluates the effectiveness of the internal controls maintained by 21 ministries and
departments.

Internal controls are processes designed and implemented by Permanent Secretaries, Heads of
Departments and other personnel of ministries and departments to provide reasonable assurance
about the achievement of a ministry or department’s objectives with regard to reliability of financial
reporting effectiveness and efficiency of operations, and compliance with applicable laws and
regulations. The term “control” refers to any aspects of one or more components of internal control.

Permanent Secretaries, Heads of Departments and other personnel of ministries and departments are
responsible for the preparation of the financial statements in accordance with the Financial
Management Act 2004, Financial Management (Amendment) Act 2016 and Finance Instructions 2010,
and for such internal control as they determine is necessary to enable preparation of financial
statements that are free from material misstatements, whether due to fraud or error.

Internal control issues noted during our audit are reported to the Permanent Secretary or Head of
Department of ministries and departments.

Internal control framework

During our audits, we assess the design and implementation of controls to ensure that they are
suitably designed to prevent, detect and correct material misstatements. Where audit strategy
requires, we also test the operating effectiveness to ensure the internal controls are functioning as
designed.

A deficiency occurs when internal controls are unable to prevent, detect or correct errors in the
financial statements or where controls are missing.

A significant deficiency is a deficiency that either alone or in combination with multiple deficiencies
may lead to a material misstatement in the financial statements. It requires immediate management
action.

Internal controls
Internal controls are categorized against the following five components of internal control.

e Control Environment (CE) - is the set of standards, processes and structures that provide the
basis for carrying out internal controls across the entity. These include commitment to integrity
and ethical values, independence of management to exercise oversight for the development and
performance of internal control, documented structures, reporting lines and appropriate
authorities such as delegated levels of authority and responsibilities in the pursuit of the entity’s
objectives. It is also includes commitment to attract, develop and retain competent individuals,
and holding them accountable for their internal control responsibilities.

e Risk Assessment (RA) - involves a dynamic process for identifying and analyzing risks to achieve
the entity’s objectives, forming a basis for determining how risks should be managed.
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Control Activities (CA) — these are established by policies and procedures to help ensure that
management’s directives to mitigate risks to the achievement of objectives are carried out.
Control activities are performed at all levels of an entity and at various stages within business
processes, and over the technological environment.

Information and Communication Control (IC) — information is necessary for the entity to carry out
internal control responsibilities in support of achievement of its objectives. Communication occurs
both internally and externally and provides the entity with the information needed to carry out
day-to-day controls. Communication enables personnel to understand internal control
responsibilities and their importance for the achievement of objectives.

Monitoring Activities (MA) — on-going evaluations, separate evaluations or some combination of
the two are used to ascertain whether controls are present and functioning. Findings are
evaluated and deficiencies are communicated in a timely manner.

The following table outlines the rating we have used to assess internal controls:

Rating Internal control assessment

#* Effective No deficiencies identified in internal controls
Generally effective Deficiencies identified in internal controls
#* Ineffective Significant deficiencies identified in internal controls

Preparation of draft 2017-2018 agency financial statements

On 12 June 2018, Permanent Secretary for Economy issued Circular No. 03/2018 to Permanent
Secretaries, Heads of Departments, High Commissioners and Ambassadors in Fiji Overseas Missions
in which procedures for closing of 2018 accounts and times were detailed.

The key focus areas in the circular were:

Closing date for journal adjustments by 10 August 2018

Clearance of inter-departmental clearance accounts by 3 August 2018
Clearance of stale cheques by 22 August 2018

Annual Board of Survey on Drawings Account cheques by 22 August 2018
Retirement of imprests by 20 July 2018

Cancellation of unprocessed purchase orders by 27 July 2018

Processing of payments by 31 July 2018 and virements by 20 July 2018
Completion of reconciliations by 29 August 2018

Submission of arrears of revenue returns by 31 August 2018

When ministries and departments achieve the key focus areas highlighted by the Permanent Secretary
for Economy by the given dates, they are more likely to prepare accurate and timely draft financial
statements for audit.

Rating Year-end close process assessment
* Effective All 9 key processes completed by due date
Generally effective Five of 9 key processes completed within two weeks of due date
#* Ineffective Less than five of 9 key processes completed within two weeks of
due date
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Quality of draft financial statements by entities

The extent of audit adjustments made to draft financial statements indicates the effectiveness of an
entity’s internal review processes before the accounts are submitted for audit.

We assessed the quality of financial statements by the impact these adjustments had on the total
expenditures, operating results or net assets of the entity subject to our audit.

Rating Quality of draft financial statements assessment

* Effective No adjustments were required
Generally effective Adjustments on total expenditure, operating results/net assets were
less than one percent
#* Ineffective Adjustments on total expenditure. operating results/net assets were
more than one percent

Timeliness of draft financial statements for entities

To assess the timeliness of acceptable draft financial statements, we have compared the date the
draft financial statements were due and the date it was received.

Rating Timeliness of draft financial statements assessment
#* Effective Acceptable draft financial statements received before or on 15
October 2018
Generally effective Acceptable draft financial statements received on or before 31
October 2018
#* Ineffective Acceptable draft financial statements received after 31 October 2018

Timeliness of Provision of Management Comments and Signing of Financial Statements

To assess the timeliness of provision of management comments and signing of financial statements,
we have compared the date the draft management letter and audited financial statements were
issued to entity and the date management comments and signed accounts were received.
Accordingly, we have assessed timeliness for General Administration Sector as:

Timeliness of Management Comments Received

#* Effective Within 14 days from issue of Draft Management Letter

Timeliness of Signed Financial Statements Received

#* |neffective After 15 days from issue of Financial Statements for signing

Result summary

The following table summarizes our assessment of controls, the 2016-2017 financial statement
preparing processes and responses to the Office of the Auditor-General across the ministries and
departments in the General Administration Sector which were subject to our audit.
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Ministry or Department

1. Office of the President

Statement OAG
Preparation

| CE/RAJCA|IC|MA | T |YE| Q | MC | SFS

Internal controls ‘ Financial Responses to

[

Office of the Prime Minister
Department of Immigration

|
| W

Office of the Attorney-General

Ministry of i-Taukei Affairs

Ministry of Defence and National Security

N|o|ow

Ministry of Employment, Productivity and
Industrial Relations

Ministry of Foreign Affairs

LA NE AR Ak 3k JE JF
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Independent Bodies

Office of the Auditor-General

Judiciary

Parliament

Office of the Director of Public
Prosecutions
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13. Independent Commissions:
Fiji Independent Commission Against
Corruption
Public Service Commission

#*

15. Ministry of Justice

15A Fiji Corrections Service

16. Ministry of Communication

16A Department of Information Technology &
Computing Services

17. Ministry of Civil Service
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18. Ministry of Rural and Maritime
Development and National Disaster
Management
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19. Republic of Fiji Military Forces

20. Fiji Police Force

Social Services Sector

24. Ministry of Women, Children and Poverty
Alleviation

|

LR T S AR NE I O JE R
LA T SEE R E I O JE SRR
L Ik T SR AR BNE JE JE JF SENE
LR I EE IR L 2L JE L L

L Ak
L Ak
L Ak
L Ak
L Ak
| *

#*
#*
#*
#*
*

25. Ministry of Youth and Sports
Economic Services Sector
30. Ministry of Agriculture

#*
#*
*| *®
* *
* *
#*
#*
#*
#*
*| *

34. Ministry of Industry, Trade and Tourism

35. Ministry of Sugar
Infrastructure Sector

40. Ministry of Infrastructure and Transport

- *
e || ™
L IR IR
L IR IR
L IR IR
| | »
| W
LR IR
L IR JE
L IR IR

42. Ministry of Waterways
49. Peacekeeping Missions * * * | * * * #* #* #* #*

*
*
*
*
*
*
*
* =

*
*

L JE

CE=Control Environment
|C=Information and Communication Control
T=Timeliness of draft financial statements

MC=Management Comments provided

RA=Risk Assessment Q=Quality of draft financial statements
CA=Control Activities YE= Year-end close processes
MA=Monitoring Activities

SFS=Signed Audited financial statements returned
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Appendix B: Audit Opinion Results

The following table presents comparison of the results of our audit of 2017-2018 financial statements
with the results of 2016-2017 audit for ministries and departments in the General Administration Sector.

Ministry/Department

General Administration Sector

2017-2018
Financial Year

Date Audit

Report
Signed

Audit Opinion
Type

2016-2017
Financial
Year

Audit Opinion

Type

1. Office of the President 15/03/19 Unmodified Unmodified
2. Office of the Prime Minister and Dept of Immigration 08/07/19 Modified Unmodified
3. Office of the Attorney-General 29/03/19 Unmodified Unmodified
5. Ministry of i-Taukei Affairs 17/05/19 Unmodified Unmodified
6. Ministry of Defence and National Security 29/07/19 Unmaodified Modified
7. Ministry of Employment, Productivity and Industrial 18/07/19 Modified Modified
Relations
8. Ministry of Foreign Affairs 02/10/19 Unmodified Unmodified
9. Independent Bodies
Office of the Auditor-General 19/10/18 Unmodified Unmodified
Judiciary 12/07/19 Modified Modified
Parliament 06/02/19 Unmodified Unmodified
Office of the Director of Public Prosecutions 18/03/19 Unmodified Unmodified
13. Independent Commissions:
Fiji Independent Commission Against Corruption 20/12/18 Unmodified Unmodified
Public Service Commission 02/08/19 Unmodified Unmodified
15. Ministry of Justice 24/06/19 Unmodified Modified
15A.Fiji Corrections Service 21/10/19 Unmodified Unmodified
16. Ministry of Communication 20/06/19 Unmodified Unmodified
16A Department of Information Technology & Computing 17/10/19 Unmodified Unmodified
Services
17. Ministry of Civil Service 02/08/19 Unmodified Unmodified
18. Ministry of Rural and Maritime Development and 09/04/19 Modified Modified
National Disaster Management
19. Republic of Fiji Military Forces 02/10/19 Unmodified Modified
20. Fiji Police Force 22/05/19 Modified Unmodified
Social Services Sector
24. Ministry of Women, Children and Poverty Alleviation 31/10/19 Modified Unmaodified
25. Ministry of Youth and Sports 03/06/19 Unmodified Unmodified
Economics Services Sector
30. Ministry of Agriculture 20/06/19 Unmodified Unmodified
34. Ministry of Industry, Trade and Tourism 22/05/19 Unmodified Unmodified
35. Ministry of Sugar 24/05/19 Unmodified Modified
Infrastructure Sector
40. Ministry of Infrastructure and Transport 30/10/19 Modified Modified
42. Ministry of Waterways 13/06/19 Unmodified —
with EOM
49. Peacekeeping Missions 31/10/19 Unmodified Unmodified

12017 - 2018 financial year was first year audited.
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Head 30 Ministry of Agriculture

PART A:
30.1
30.2
30.3
30.4
30.5

PART B:
30.6
30.7
30.8
30.9
30.10

PART C:
30.11
30.12
30.13
30.14
30.15
30.16
30.17
30.18

Roles and Responsibilities

The Ministry of Agriculture is responsible for supporting the livelihoods of ordinary Fijians who
rely on farming (outside of sugarcane) by providing technical crop and livestock extension
services and conducting research to develop innovative solutions for Fiji’s agriculture sector.
The Ministry has gradually moved from a Government led - or “top-down” — approach to a
demand driven - or “bottom-up” — approach by listening and responding to the needs of
farmers and capitalising on new market opportunities. The Ministry of Agriculture is also
promoting farming as a business as opposed to farming as just a way of life. Farming has
become a highly specialised skill, and the Ministry is working to pass proper training and
assistance on to farmers to achieve results and be competitive in the market.
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PART A: FINANCIAL STATEMENTS

30.1  Audit Opinion

The audit of the 2018 accounts of the Ministry of Agriculture resulted in an unqualified audit opinion.
However, as reported under “other matter” paragraph, internal controls over payroll expenses,
procurement processes and management of inventory for Trading Activity were generally found to

be weak and if not addressed promptly may result in material misstatements and possible financial
losses in the future.

30.2 Statement of Receipts and Expenditure

The Ministry collected revenue totalling $947,800 and incurred a total expenditure of $87,501,626
for the year ended 31 July 2018. Details are provided in Table 30.1.

Table 30.1: Statement of Receipts and Expenditure for 2018

Description

2017
($)
Agricultural Produce & Inspection Fees 1,478 339
License 35,035 41,075
Meat Inspection 15,427 19,280
Veterinary and Animal Quarantine 27,961 12,327
Sale of Sheep and Wool 8,385 30,126
Rest House 4,598 9,234
Rental for Quarters 52,080 61,084
Registration 4,984 6,943
Commission 20,898 24,227
Sale of Farm Produce 47,334 32,227
Clearance of previous years trust --- 41,476
Miscellaneous Revenue 678,239 280,751
Overpayment Recoveries 40,412 77,745
Board Member fees 5,208
Pound keeping 4,239 ---
Sale of animals by auction 850
Water Charges 329 661
Rural electrification 343 718
Total Revenue 947,800 638,213
Established Staff 12,040,455 12,431,521
Government Wage Earners 4,951,495 5,444,014
Travel & Communications 780,664 774,032
Maintenance & Operations 2,029,814 2,113,395
Purchase of Goods & Services 593,641 624,846
Operating Grants & Transfers 3,635,078 3,169,595
Special Expenditure 3,743,734 2,289,910
Total Operating Expenditure 27,774,881 26,847,313
Capital Construction 14,916,823 17,474,568
Capital Purchases 1,239,252 1,078,114
Capital grants and transfers 41,564,300 8,596,684
Total Capital Expenditure 57,720,375 27,149,366

Ministry of Agriculture
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Description

Value Added Tax 2,006,370 2,144,617

Total Expenditure 87,501,626 56,141,296

The following factors contributed to the increase in balances for some account areas:

e The significant increase in revenue for the 2018 financial year is attributed to the increase in
receipt of farmers’ deposits on the various land preparation facility projects.

e Special expenditure increased by $1,453,824 or 640% due to the hosting of the 34th FAO
Regional Conference for the Asia and the Pacific in 2018 and the increase in IT operational
support expenses for the Information Section.

e (Capital grants and transfers increased in 2018 by $32,967,616 or 384% due to the implementation
of the Farm Care Initiative to assist those that were affected by Tropical Cyclone Josie and
Tropical Cyclone Keni. In addition, the capital grant paid to the Agriculture Marketing Authority
increased by $1.6million and the Ministry had also facilitated the payments for the Committee
on Better Utilisation of Land in 2018.

30.3 Appropriation Statement

The Ministry incurred expenditure totalling $87.5 million in 2018 against a revised budget of $99.3
million in accordance with Section 19 of the Financial Management Act 2004, resulting in savings of
$11.8 million or 12%.

The significant savings in Capital Construction expenses is mainly attributed to the delay in the
tender process, vetting/finalization of contract documents and requisition to incur funds (RIE)
applications therefore resulting in the delay in the implementation of capital projects that were
planned and budgeted for to be carried out during the year. These include project funds allocated
for under the Farm Access Road, Construction of Office & Staff Quarters, Export Promotion
Programme, Fiji Agricultural Partnership Project and the Construction of Agronomy Building which
was not implemented in the 2018 financial year.

The savings in Capital Purchase is attributed to the non-implementation of the Farm Mechanisation
programme due to the significant delay in the tender process and getting the tender approval.

Details of expenditure against the revised budget are provided in Table 30.2.

Table 30.2: Appropriation Statement for 2018

Budget Changes Revised Actual Lapsed
Estimate Estimate | Expenditure | Appropriation
(%) %) ($) )
1 Established Staff 14,442,544 --- 14,442,544 12,040,455 2,402,089
2 Government Wage 5,297,593 5,297,593 4,951,495 346,098
Earners
3 Travel & 730,400 57,314 787,714 780,664 7,050

Communication
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Budget

Estimate

()

Changes
($)

Revised
Estimate

(3)

Actual

Expenditure

$)

Lapsed

Appropriation

Maintenance & 2,170,881 (10,859) 2,160,022 2,029,814 ,
Operations

5 Purchase of Goods & 773,203 (46,455) 726,748 593,641 133,107
Services

6 Operating Grants & 4,214,671 (500,000) 3,714,671 3,635,078 79,593
Transfers

7 Special expenditure 4,764,000 (636,945) 4,127,055 3,743,734 383,321
Total Operating Costs 32,393,292 (1,136,945) 31,256,347 27,774,881 3,481,466

8 Capital Construction 27,097,000 (8,131,843) 18,965,157 14,916,823 4,048,334

9 Capital Purchase 3,540,000 (1,249,693) 2,290,307 1,239,252 1,051,055

10 Capital Grants & 19,791,938 24,490,240 44,282,178 41,564,300 2,717,878
Transfers
Total Capital 50,428,938 15,108,704 65,537,642 57,720,375 7,817,267
Expenditure

13 Value Added Tax 3,516,800 (971,759) 2,545,041 2,006,370 538,671
TOTAL 86,339,030 13,000,000 99,339,030 87,501,626 11,837,404

The Ministry collected revenue totalling $947,800 in 2018, an increase of 49% from the previous
year. This is attributed to the increase in receipt of deposits from farmers for various land

preparation projects.

30.4 Trading and Manufacturing Account

Table 30.3:

Consolidated Trading Account - Commercial Undertaking

Description 31 July 31 July
2018 2017
(%) (Restated)
($)

Sales 1,369,248 1,605,040
1,369,248 1,605,040
Opening Stock 775,608 1,331,426
Add: Purchases 697,287 1,184,767
Add: Direct Labor 5,507 7,207
Goods Available for Sale 1,478,402 2,523,400
Less: Closing Stock 592,672 775,608
Cost of Goods Sold 885,730 1,747,792
Gross Profit/ (Loss) 483,518 (142,752)

Table 30.4:

Consolidated Profit and Loss Account - Commercial Undertaking

Description 31 July 31 July
2018 2017
(%) (Restated)
($)

Income
Gross (Loss)/ Profit Transferred from Trading Account 483,518 (142,752)
Total Income 483,518 (142,752)
Expenses
Travelling & Communication Expenses 3,147 14,895
Maintenance and Operation 345,470 220,435
Other Expenses 27,571 20,469
Loss of Inventory 1,147 4,507
Total Expenses 377,335 260,306
Net Profit/ (Loss) 106,183 (403,058)

Ministry of Agriculture
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Table 30.5: Consolidated Balance Sheet - Commercial Undertaking
Description 31 July 31 July
2018 2017
() (GESEIE))
($)

Equity
TMA Surplus
Opening balance (349,644) (484,768)
Remittance (156,794) (359,372)
Adjustment 494,496
Closing Balance (506,438) (349,644)
TMA Accumulated Surplus
Opening balance 1,504,897 1,903,448
Net Profit/ (Loss) 106,183 (403,058)
Write off 1,147 4,507
Closing Balance 1,612,227 1,504,897
Total Equity 1,105,789 1,155,253
Assets
Cash at Bank 490,265 319,766
Accounts Receivable 739 739
Inventory 592,672 812,635
Total Assets 1,083,676 1,133,140
Liabilities
Deposits & Retention (22,113) (22,113)
Total Liabilities (22,113) (22,113)
Net Assets 1,105,789 1,155,253

30.5 Main Trust Fund Account

Trust money is to be accounted for separately from public money and other money. Trust money is
to be kept in a separate bank account pending its withdrawal for use.’

30.5.1 Land Water Resource Management and Land Resettlement Planning and Development
Trust Fund Account

This trust fund account is used to maintain retention funds for Land and Water Resources
Management (LWRM) projects as per the conditions on the agreement. The funds will be paid out
to contractors when certificate of completion is submitted and all conditions of the contract are
met. This account was closed and transferred to Ministry of Waterways on 1 August 2018

Table 30.6: Trust Account Statement of Receipts and Payments - Land Water Resource Management and
Land Resettlement Planning and Development

Description

Receipts

Retention Money 1,326 870,709
Total Receipts 1,326 870,709
Payments

1 Financial Management Act 2004 — Section 25
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Description

Retention Money 818,684 737,513
Total Payments 818,684 737,513
Net (Deficit)/ Surplus (817,358) 133,196
Opening Balance as at 1 August 817,358 684,162
Closing Balance as at 31 July 817,358
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PART B: ASSESSMENT OF FINANCIAL GOVERNANCE

30.6 Internal Controls

During our audits, we assess the design and implementation of controls to ensure that they are
suitably designed to prevent, detect and correct material misstatements. Where audit strategy
requires, we also test the operating effectiveness to ensure the internal controls are functioning as
designed.

A deficiency occurs when internal controls are unable to prevent, detect or correct errors in the
financial statements or where controls are missing.

A significant deficiency is a deficiency that either alone or in combination with multiple deficiencies
may to lead to a material misstatement in the financial statements. It requires immediate
management action.

Internal controls are categorized against the following five components of internal control.

e Control Environment (CE) - is the set of standards, processes and structures that provide the
basis for carrying out internal controls across the entity. These include commitment to integrity
and ethical values, independence of management to exercise oversight for the development
and performance of internal control, documented structures, reporting lines and appropriate
authorities such as delegated levels of authority and responsibilities in the pursuit of the entity’s
objectives. It also includes commitment to attract, develop and retain competent individuals,
and holding them accountable for their internal control responsibilities.

Examples of issues which fall under this category are ethical breaches, gaps in internal controls or
controls are non-existent, individuals are not held accountable for breaches in control or entities
code of ethics, staff recruitment, and training and professional development, performance
assessment and succession planning matters.

e Risk Assessment (RA) - involves a dynamic process for identifying and analysing risks to achieve
the entity’s objectives, forming a basis for determining how risks should be managed.

Examples of issues which would fall under this category are absence of risk management
framework, operational including fraud and enterprise risks not identified, assessed and mitigated
and impact of changes in business processes on controls not identified and assessed.

e Control Activities (CA) — these are established by policies and procedures to help ensure that
management’s directives to mitigate risks to the achievement of objectives are carried out.
Control activities are performed at all levels of an entity and at various stages within business
processes, and over the technological environment.

Examples of issues which would fall under this category are general controls relating to
information technology, documentation of procedures which have in-built checks and balances
which are aligned to the policies of the entity. Specific control activities include those relating to
authorization, performance reviews, information processing, physical controls, and segregation of
duties.
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¢ Information and Communication Control (IC) — information is necessary for the entity to carry
out internal control responsibilities in support of achievement of its objectives. Communication
occurs both internally and externally and provides the entity with the information needed to
carry out day-to-day controls. Communication enables personnel to understand internal control
responsibilities and their importance for the achievement of objectives.

Examples of issues which would fall under this category are reported to the management of the
entities on matters relating to internal controls

e Monitoring Activities (MA) — on-going evaluations, separate evaluations or some combination
of the two are used to ascertain whether controls are present and functioning. Findings are
evaluated and deficiencies are communicated in a timely manner.

Examples of issues which would fall under this category are self-assessment by entities to
determine whether internal controls are present and functioning. This may include the
establishment of independent internal audit functions within entities which would assist in
identifying any gaps in controls.

A summary of assessment of key controls based on our audit was as follows:

Control Risk Control Activities Information & Monitoring
Environment Assessment Communication Activities

Control

In view of the above, we have assessed the internal controls of the Ministry as:

Internal control assessment

#* |neffective Significant deficiencies identified in internal controls

30.7 Submission of FY 2017-2018 Draft Agency Financial Statements

On 12 June 2018, Permanent Secretary for Economy issued Circular No. 03/2018 to Permanent
Secretaries, Heads of Departments, High Commissioners and Ambassadors in Fiji Foreign Missions
in which procedures for closing of 2018 accounts and times were detailed.

The key focus areas in the circular were:

e C(losing date for journal adjustments by 10 August 2018

e (learance of Inter-departmental clearance accounts by 3 August 2018

e (learance of stale cheques by 22 August 2018

e Annual Board of Survey on Drawings Account cheques by 22 August 2018
e Retirement of imprests by 20 July 2018

e (Cancellation of unprocessed purchase orders by 27 July 2018

e Processing of payments and virement by 31 July 2018

e Completion of reconciliations by 29 August 2018

e Submission of arrears of revenue returns by 31 August 2018
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