


L REPORT OF THE AUDITOR GENERAL ON THE 2016 GOK ANNUAL ACCOUNT PART 1

l Uab!e of Contents

A) GUIDE TO READING THIS AUDIT REPORT 2016 — 13

I) AUDIT OPINION ISSUED FOR EACH MINISTRY ... 13

i D) REVENUE .......ooooovoiooovooteeeeeeeeeoeeeeeee e 13
i IIL) EXPENDITURE ........o...ooovovoooooeeeeeeeeeoe oo 13

j B) ACRONYMS AND ABBREVIATIONS .......ooooooooooooooeeeee 14

~ C) TYPES OF AUDIT OPINION ......coooooommommooeeeoeeeeee 15

| I) UNMODIFIED AUDIT OPINION ... 15

= 110RY (01031331510 TN 810§ 10131 (0 FF 15

| D)ACKNOWLEDGMENT ............ooooioivooioeeeoeeeeoeeeeeeoeeeeeoee e 16

L E)EXECUTIVE SUMMARY ..o 17

D) INTRODUCTION ...t 17

2 II) SCOPE AND METHODOLOGY .......o..coivee oo 17

IIT) STATEMENT OF AUDITOR INDEPENDENCE ... 17

IV) EXPENDITURE AND REVENUE BUDGETS FOR YEAR 2016 .. .. oooooooooooooooo 17

V) DEVELOPMENT PROJECTS BUDGET FOR YEAR 2016 .. ..o 17

VI) HIGHLIGHTS ... oo 18

[ VII) APPROVED SUPPLEMENTARY BUDGET = 2016 ....... oo oo 19

VIII) OVER/ UNAUTHORISED EXPENDITURE = 2016 ... oo oo oo 20

IX) HUGE OVERSPENT/UNAUTHORISED EXPENDITURE BY MINISTRIES - 2016.......oooooo 20

X) OTHER GOVERNMENT EXPENSES ... 20

< XI) COLLECTION OF REVENUE/RECORDING OF ARREARS OF REVENUE .oooooooooooo 21
XII) SUMMARY OF COMMON ISSUES ACROSS LINE MINISTRIES FOR YEAR 2016 ............ . 21

- F) COMPLIANCE WITH LEGISLATIVE REQUIREMENTS ... oo oo 22

D) Legislative COMPUANGCE...........u.eumsimmmsonrissmssnsessmsionsiiosassssssessioms ssussssessamanssns siisnssss sesesaatessin sasemssssoss st 22

i) I) Breaches of significant le@iSlation ..................ocooouiiouoe oo 22

G) REPORT ON THE KIRIBATI GOVERNMENT MINISTRIES ... oo oo 24

1) OFFICE OF TE BERETITENTI (OB).........ovccooooommoeoeoeeoeoeeoeoeeeeeeeeee 24

NCR. 581011 0 1L 0 L0 ) —————————————— e 24

1.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS ... oo oo 24

{ 1.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT ......oooo oo 24

1.3.1 CONTROL OVER EXPENDITURE ............ooooiioooo oo 24

o 1.3.1.1 OB BUDGET SUMMARY AGAINST ACTUAL EXPENDITURE ..t eteeee et 24
1.3.1.2 COMPARATIVE LINE GRAPH BUDGET EXPENDITURE ESTIMATE AGAINST ACTUAL oo 25

B 1.3.1.3 OB EXPENDITURE AGAINST BUDGET BY DIVISIONS — 2016 «.o.veveeeee oo oottt 25
1.3.1.4 OB COMPARATIVE BAR GRAPH OF BUDGET EXPENDITURE ESTIMATE AGAINST ACTUAL BY DIVISIONS 2016

TR T T 25

e B | ] S 26

- 1.3.1.6 DATABASE/ACCESS RECONCILIATION ISSUE 2/ T O S 27




gl ol seskisieiisisilessiisasiiisssiisisidnc sl 28
I EETAESERN B . o s v 29
2.1 AUDIT OPINION .....ooooooooooo oo ee et ee ettt 29
2.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS .......oovoooooeeoeioioeeeesosseceeeeeeeesesveeeesnoe e 29
2.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT ........ovvvvoeooeeeesoseeeeeeeeessseeeessoeeesesnnn 29
2.3.1 CONTROL OVER EXPENDITURE ......cooovocooootooeoeeeeeeseeeoee e oeeeeese e eeese oo seeoeeeeens 29
2.3.1.1 COMPARATIVE EXPENDITURE SUMMARY TABLE FOR 2014-2016..cccueiiiiecieei it sirinesis e sscarasssesens 29
2.3.1.2 PSO COMPARATIVE LINE GRAPH OF BUDGET ESTIMATE AGAINST ACTUAL 2014 -2016.....ceeeeevveeeeenveneeee. 30
2:3.1:3 PSO EXPENDITURE AGAINST BUDGET FOR DIVISIONS = 2006 iccucosssisvnrmssssusmsemasisnasasvmsmnssinanisinsosasassasnsesanss 30
2.3.1.4 PSO BAR GRAPH OF BUDGET EXPENDITURE AGAINST ACTUAL BY DIVISIONS 2016 ....cccoiiiiiiiiiiiiiiiiiiiiienes 30
2315 OUITSTANDING INIPRENT .. .. .. ecscimsssssmssisssoninssmmsimsssts s s e s s 31

£ 31810) (0] 7N - 'O 32
3.1 AUDIT OPINION ..o oo oot oo seeee e sesteee s s st et se e eees e oo 32
32 STATUS OF PRIOR MANAGEMENT LETTER ITEMS ... ooooooooooooeeoeeeeoe oo seneons 32
3.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT .........oooooeoeeoeeeeseseeeeeeseeessesoesseessssssessonns 32
DT & 60 L B0 7 o R L0 ) T — 32
3311 JUDICIARY SUUMMARY REVENUE COLEECTION s snimis s s e sy seesvs v 5 ws s s s e ey v s o s 32
3.3.1.2 COMPARATIVE LINE GRAPH OF BUDGET REVENUE ESTIMATE AGAINST ACTUAL ...ccooiiviiiiiiiii e 32
2.31.3 REVENUEAGAINST BUDGED BY DIVASIONS 2ZO06..... ..o s o o G i 33
3.3.1.4 COMPARATIVE BAR GRAPH OF BUDGET REVENUE ESTIMATE AGAINST ACTUAL BY DIVISIONS.......cccccceueee 33
S35 ARREARS OFE REVEINUE - iouciios i s s s st i s s B i m Sy i e B B i e R e e 34
332 CONTROLOVER EXPENDITURE. (L oo 5l == | - bl oo 34
3.3.2.1. JUDICTARY BUDGET EXPENBITURE SUNMMARY .ciiiiviammiviinmboimusiviniisimsiiassbosassiinas sl astassesse s tas v sin 34
3.3.2.2 COMPARATIVE LINE GRAPH OF BUDGET EXPENDITURE ESTIMATE AGAINST ACTUAL .....cccovviiiiiniiiniirinnnenns 35
342 2 EPXPENUDITURE AGAINST ACTUAL BY DIVISIONS 26, . . crvminerenmmsssimsn sanionsnms st ss semrs dia s 1o s gasse saassssasansans 35
3.3.2.4 COMPARATIVE BAR GRAPH OF BUDGET EXPENDITURE ESTIMATE AGAINST ACTUALBY DIVISIONS 2016 ...35

3. 3. 2. 5 O T STANDING [NV P RE S T s s o o o e e 0 S i N U S e A S i 36

4) KIRIBATI POLICE & PRISON SERVICES (KPPS) .....ooocoeooveooeooveoesoeeeseoesesesessessesessseeeseeeseeeeeoeseessores 38
B AL D L OB INIOIN e ——————— s aaseeapanesss s A 38
4.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS ........coomomvieiomreosssssssossssssesssssess s cosnsesonnes 38
4.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT .......oooovviiooeeeemreoeeeee v 38
4.3.1 CONTROL OVER REVENUE ........ooooooooooooeoooo oo ooeeeee oot ses e 38
4.3.1.1 KPPS REVENUE SUMMARY COLLECTION 2014-2016 .....ccvvirirrmrniransserseeeeaeresminnnassaesas sssmsassasssssssnsnasssnrassosssoes 38
4.3.1.2 COMPARATIVE LINE GRAPH OF BUDGET REVENUE AGAINST ACTUAL.....civiiicirinnicirianiisssssnsannrssssran e sens 38
A5 KPPS REVENUES AGAINST BIUDGET BY DINVISIONS ooy e s i s S toviosss 39
4.3.1.4 COMPARATIVE GRAPH OF BUDGET REVENUE AGAINST ACTUAL PER DIVISION ...ovveuviiieee s e 39
4.3.1.5 RBEVENUE RECORDS AND DOCUMENTS . svvssiississimssstonsiotssnsnsnre cass st ses assansssnsssssnssnnsasesssns ifnss sospsmasassssasssssrans 39

21.’_._.



- AT AN

432 CONTROL OVER EXPENDITURE .. oo SR 40

3[Paoe

4.3.2.1 KPPS EXPENDITURE SUMMARY AGAINST BUDGET FOR 2014 TO 2016....uuvveeriverirerrreneeresessesssesiesssosssessossanns 40

4.3.2.2 COMPARATIVE LINE GRAPH OF BUDGET EXPENDITURE AGAINST ACTUAL 2014 TO 2016.....ccccevviierinenvvnnenes 40

4.3:2.3 KPPS EXPENDITURE AGAINST BUDGET BY DIVISIONS 2016 ...cicciinmivnnsiinmi s fasiiina i, 41

4.3.2.4 KPPS BAR GRAPH OF BUDGET EXPENDITURE AGAINST ACTUAL BY DIVISIONS.....ccciviiiiiiiiniiiiiiissiiinnesrnsnnin 41

A3 2.5 RATIONS oot ee e s e se e e sassebesst s sasa b s s bbae ame s ot e e a2 e et e aen asss omansmn mnmssmmmtsmsantaeaemeseeeeeasenereaenenns 42

4.3 2.6 CONTROL OVER IMPREST - DUTSTANDING .. cssnsussnsiises sminnniaiaimemmsmins s mmiassnammn g3

4.3 27 CONTROL OVER BU S T KB TS o ms s i oo i i s 0 0 L o S e e e e 44

A5 2 BICONTROL OVER LG B O i i it st samtsn s s s s s S e S e R R B A R i AR AR AR i 45

4.3.2.9 CONTROL OVER STORE LEDGER ....uuvttteiieriireieeiesesiessiassassssessasassssesssesonssssssnssssssessssmnsensasssssssssssssessomessssssnsensss 45

4:3.2.10 LEAVE BALANCES - 2 YEARS ENTITLEMENT POLICY cucivinmmunsinnsaaises i s i sss s 46

4.3:2.11 CONTROL OVER SPARE PABRT OF RKS TEANOAL o i il i s s v i 46

5) PUBLIC SERVICE COMMISSION (PSC) .. ... oo oo 48

5.1 AUDIT OPINION ...ooooooooooeoeeeeoee oo 48

5.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS ... oooooooooooooooeooeooeooeoo 48

5.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT ... 48

531 CONTROL OVER EXPENDITUREBUDGET ............ccoorssoesmesssmsomssromsssmiisesesmiammmsnissssississssestsssaans 43

5.3:1°1 COMPARBATIVE TABLE EXPENDITURE AGAINST ESTHVIRTES i cuus s siuiseronisssurssivess b s i s vsas vt b v as adia 48

5.3.1.2 COMPARATIVE LINE GRAPH BUDGET ESTIMATES AGAINST ACTUAL .covviiiiiii e seeeee s sseseesieesssesassnsnssnns 48

5.3.1.3 IMIISALLOCATIONS ... .uvvueireiorssrrerssasasssnesisssssiesseeasiesseassansesssssessssessesssessssnnesensennseseessssanosnsasssessaerssnessesssnnnsesessn s 49

~ 6) MINISTRY OF FOREIGN AFFAIRS AND IMMIGRATION (MFAL) ... oo 50

6.1 AUDIT OPINION ..ot eee oo e e oo 50

¥ 6.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS ... oo 50
6.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT ......oooooooooooooeoooeooeoeoooeoeoooe 50

= 6.3.1 CONTROLS OVER REVENUE .........oooooo oo 50
6:3:1.1 MEAI BUDGET (REVENUE) SUNMARY ZOTA-20L6 c.ocuvs v svsviwsivs s doss o8 s st soss s s st sd s nntan 50

-— 6.3.1.2 COMPARATIVE LINE GRAPH REVENUE BUDGET AGAINST ACTUAL 2014 TO 2016....c.ivvviivieeeiieeessieesesessnensens 50
6.3.1.3 MFAI REVENUES (ACTUAL) AGAINST BUDGET BY DIVISIONS — 20016, cuueeiiiereeiieresisesseesreeessrssssssssesssssssssren 51

o 6.3.1.4 COMPARATIVE GRAPH OF BUDGET (ESTIMATE) AGAINST ACTUAL BY DIVISIONS ....ooiiiiieectieieecieeeciieeeens 51
6.3.2 CONTROLS OVER EXPENDITURE ............c.oooovvoomiooeooooooeeoe oo oo 51

- 6.3.2:1 MFAI BUDGET EXPENDITURE SUNINMBRY .o vocoussumommmmns domsss s vt s s i s 15 60 il oa s $aioss s i s 51
6.3.2.2 COMPARATIVE LINE GRAPH EXPENDITURE ESTIMATE AGAINST ACTUAL 2014 - 2016 ...icccvvveieeiiiieerieisareisnnn 52

— 6.3.2.3 MFAI BUDGET AGAINST ACTUAL BY DIVISIONS — 2016 ...evvevereerimrinsiessseesssessssasssssaesessssesmssmsnssssssn e sesesseees 52
6.3.2.4 COMPARATIVE BAR GRAPH BUDGET AGAINST ACTUAL BY DIVISIONS—= 2016 ..ooeeeeieeieeeeieee e e 53

— 6.3 2 5 IMISSPOIGTINIG .o v vovsucssesnnnssvssvewin s s s i i e s e T e b S T R 53
5:3:7.6 UNSIGNED BUSTICKET S cuminessmiissm i e a s i S i i s ey i s S s e e e e 54

— i e [N R B R 2 e DAL TSN OO St e, - N G O P — 55



6532 8 SALARY: OV ER PRI i om0 65 R 8 0 T s s SRR S S A e A s S 56

6.3: 29 PROCURBENIENT DUET e avan v o i s i e s s i s a8 60 5 05855 0000557 50 30 0 0 3 S 9 i i 57
6.4 AUDIT REPORT ON THE KIRIBATI HIGH COMMISSION ACCOUNT (SUVA FIJT) FOR YEAR
20T oottt 58
6.4.1 CONTROL OVER REVENUE ........oooomitvoeeoeeooeoeeseeeeooeeeseseesssseessessesesssseeeeseeeseessesesesesssseessseeseseeees 58

6.4.1.1 REVENUE BUDGET 2014 TO 2015 ...coieeeiiiieeeriruuiirsnerusnsrsssassnesssssassssssnssnsssnossssssessenansssnsanseseestsstesnssasantaissiess 58

6.4.1.2 COMPARATIVE LINE GRAPH REVENUE ESTIMATES AGAINST ACTUAL 2014 - 2016 ...coooviiiiiiiiiiiiiiiinsvnnnnsennas 58

6.4.1.3 BURGET AGAINST ACTUAL BY ALEOCATION «x i i i smi e sy 59

6.4.1.4 COMPARATIVE REVENUE ESTIMATE BAR GRAPH AGAINST ACTUAL BY ALLOCATION ...vvvvieviviienieiieersiannenens 59

6.4.1.5 KHC BANK RECONCILIATION = 31°" DECEMBER 2016 ...vveeeieeeeeeesiaeeeeeeeseieesessusassssssssssssssesssssasssesssesssssnsses 59

6.4.1.6 WEAKNESSES IN THE REVENUE SYSTEM (COLLECTIONS ARE NOT PERFORMED ON A DAILY BASIS) .....cccc... 60
6.4.2 CONTROL OVER EXPENDITURE .........oooovvooiiooooeoeeseeeeeeeseseeeseseseseseeesee oo eeess e sesseeeeesssesseseneees 62

6:4.2:1 SUMMARY EXPENDITURE AGAINST BUDGET 2006 iuucvuisimamsiinissmmesinians st sossima s am i s st 62

6.4.2.2 COMPARATIVE LINE GRAPH BUDGET EXPENDITURE AGAINST ACTUAL 2014-2016....ccceiveeiiiieirieimrenimnenennnns 62

6.4.2.3 EXCESS EXPENDITURE TABLE BY ALLOCATIONS — KHC 2016 .ouoiieii e e s e s cae s ssssrasassscsuranss s sesssunssansve 62

6.4.2.4 COMPARATIVE BAR GRAPH OF EXCESS EXPENDITTURE BY ALLOCATION ..cuiiiiiiiiiriisrciivinincssinsesssenisnsesnnas 63

G5 NS AL CATION s s i i o e S e T S B S B e e S S b R R 63

6. 26 DOUBLE POBTING. . .. . ceiiisins i s it bt s et st s s st b bt s e h e A T R 65

6.4.2.7 OUTSTANDING IIMPREST 2016 .....coeiieiiiirenrunrniniiarssnsnrasesesasseessssessesssssssassssssasssesssrsssssssssssssnsssssssosssssnsessssnnnen 65

64278 KHE STAFE ADNANGE st s resss s v oo e s es oo aes i v sess vy s s i 0 s A i G N 66

6.4.2.9 FAILURE TO COMPLY WITH FINANCIAL REGULATIONS ...cciciivivramiiinmanminimimsivmmii i s s sisisnsidievesvavars 67

5.4.2.10 LACK OF SEGREGATION OF DUTIES . .uiutiiieiieieetiieeiiestittssatieeseseasesaeesessessssnssssssssasesesnassasssssssssssrssenseesssnnsnnsans 68

6.4.2.11 CANCELLED CHEQUE LEAF NOT ATTACHED TO THE CHEQUE BUTT ..oouvtiiniiiierieeeeeretvinnasnseenesenesmsanssnsmsnnsess 68

7) MINISTRY-OF INTERNAL AFBATRS (IMIA) icccsis55535 5655150056080 cosotoiveosssiosesssdsssssissossgsssss sissisonss 70
2.1 AT ORI .o ssossasasmsnississmsssssim s ot ks s ossidsassausises s 70
7.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS .....cooovvoeoieeeoeoeeseeeseeeee oo eeseesesseseee oo 70
7.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT .......voooovoeeceoeeeoseorere s o 70
7.3.1 CONTROL OVER REVENUE .........o.ooovvooooeoeoeeoosseseeooeseessseeseseseeseessssesessseses e eessseeeseesseeeesessereene 70

731 1 MIA REVENUE SUMMARY COLLECTION conscmsnssms v i s o i s i st s viieveanssass 70

7.3.1.2 MIA COMPARATIVE GRAPH OF BUDGET REVENUE AGAINST ACTUAL ....coiieiierririieiinseeseeseeseesaeenesse s e seeeaeee 70

7.3.1.3 MIA REVENUES BUDGET AGAINST ACTUAL BY DIVISIONS.......coreiireeiiorieseieeesesrmssssnesssessesssssssssrassusssssessssasn 71

7.3.1.4 MIA COMPARATIVE GRAPH OF REVENUE BUDGET AGAINST ACTUAL BY DIVISIONS.......coiiiiiiviiniiniinnein 71
7.3.2 CONTROL OVER EXPENDITURE .........oioooooooooooeeoe oo seeeseesesesseesssoseeees et eeseeeseesee e seroee 72

FZ3 20 MIA EXPENDITURE SUNMMARY .o v e st o i i s e i ms v d e v e e o s e s oo e it 72

7.3.2.2 COMPARATIVE GRAPH OF BUDGET EXPENDITURE AARINST BETIIAL. ... oo s emnams e s hesin s ciss e i TG 72

7.3:2.3 EXPENDITURE: AGAINST-ACTUAL BY DIVISKINS ..o osuimmmimmumnsinss nimss s o i5s e sies s G iy s 5 s ssosss i 72

7.3.2.4 COMPARATIVE GRAPH BUDGET EXPENDITURE AGAINST ACTUAL BY DIVISIONS ...ccciiiiiiviiiiirnininissnsnsnnssenins 73

Al Pace



7.3.2:5 CONTROL OVER BUS TICKET.......cconuasss snnmsnssssnses snorsnnensmnsnsssssssans vens sosseassms sesss sqmsss s srsses passasss s nranss aesssan s sagnesas 73

o B e e e et e e e e T s ey 75
73:2:7 ITEMS WERE NOT BEING RECORDED [N THESTORE LEDGER BOOK.ovvmnmmmmsmimnss s ssies v 75
7.3:2:8 PAYMENTVOUCHERS THAT WERE NOT AUTHORISED ....overeiiensmssisrsssssanssssssrissmssnsssssskonesyeses ssosmss ssssssomssssssss 76
7.3.2.9 TRANSACTIONS THAT HAD BEEN IMISALLOCATED ....eeeiiiitteieeeeetereseeeeesnssaesessnssssesssson ssseseessseseonsnssessesnsseseess 76
73210 LEAVE BALANCES =2 YEARS ENTITLENENT POLICN: s svoan s wanvsnsssssa s s s i i i s s 77
8) MINISTRY OF ENVIRONMENT, LANDS AND AGRICULTURAL DEVELOPMENT (MELAD)...... 79
R T T 79
8.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS .........oooovooiiiiimoeoeioiooeooeoeeeeeeeeoeeieeeeeen! 79
8.3 SIGNFICANT MATTERS ARISING FROM THE AUDIT .........coooooviooooeooooeeeooeoeooeoeseoeoeoeoee 79
8.3.1 CONTROL OVER REVENUE ............ooovvoitooeotooeooeoeeeoeeeeeeeesseee oo ee oo eee oo s eeeee oo 79
8.3.1.1 MELAD REVENUE SUMMARY COLLECTION .......iiiiiietieetieeieresiieesseesssssssssssassansessesssessssesssmessnessessssssassesssnsssnes 79
8.3.1.2 MELAD COMPARATIVE GRAPH OF BUDGET REVENUE AGAINST ACTUAL ..covvieiieeeeieeeeeeeesreessesssessssssnssnnssnesens 79
8313 MELADREVENUES BUDGET AGAINST ACTUALBY DINISIONS oo s snamiar e s s s s s i s 80
8.3.1.4 MELAD COMPARATIVE GRAPH OF REVENUE BUDGET AGAINST ACTUAL BY DIVISIONS.....ccooveeeeiieeiireeenn. 80
2315 ACCUMULATIVE QUTSTANDING SUB LEASE ...oocecrnsnssesmsssseremsssssssssss sessssensssssssssmssmnssssansssssssinsonssns snssnmmmsannann a1
8.3.1.6 PHYTO RECEIPT BOOKS — AGRICULTURE DIVISION ...ivuvieiiiriiineiiirnsrssssesssenssmssiesssesssemmessssasssessssessaasrsossessnsonns 82
8.3.2 CONTROL OVER EXPENDITURE ...........ccoovouoouiiimeesiisssomssssessseseooss s oeesesessesssoeeseeseees oo 84
8.3.2.1 MELAD: EXPENDITLURE SUNIMIARN .uonissvasuossmmscssssssss s i s s s s s 00 s i s i o8 € b S o Sam ey s s ...84
8.3.2.2 COMPARATIVE GRAPH OF BUDGET EXPENDITURE AGAINST ACTUAL. ...cviiiiiiieiieieseeeeceseeesesereesesssemmsanaaaas 84
8.3.2.3 EXPENDITURE AGAINST ACTUAL BY DIVISIONS ...oiiiiiiiiiiiiieceteeeee et eeeeeaseseessseseeesessnssseessassssnnnesoessnenenssnensn 85
8.3.2.4 COMPARATIVE GRAPH BUDGET EXPENDITURE AGAINST ACTUAL BY DIVISIONS ..oovviieiiieieieeeceeieeeeeeeeerees 85
8.3 2. 5 CONTROL OV ER BUIS TTIOKET cucummvos i s o5 s s s s s iy s sy ot s s et b 86
S2.906 LOG B s e e o e T G T S T R S S e it 87
8.3.2.7 OUTSTANDING IIMPREST ...t bts sttt e se s eaeseeesse s ems e msnm e e esseesenesesseessesnassaasnssasennssnnssnnnensneens 88
9) MANEABA NI MAUNGATABU (MM) .....cccoooooooioitvoieeeeeeeeoeeeeesseeeeee et 90
9.1 AUDIT OPINION .....oooo.oooooooooeoee oot ee e eeeee oo 90
9.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS ........oooooooooooooooooooeoeeoeoeoeeoeoeeeeeeeeee e 90
9.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT ..o 90
93.1 CONTROLDVER REVEINIIE, . 066065 ncsmmeseessmmanes st o stemses o s s srssosesss ssesssgras 90
9.2:1.1 MNM SUMMARY REVENUE COLLECTION — 20822006 -:covvvisii i it s i ssibins s s dsiis de s s ssi ot sitsin 90
9.3.1.2 MNM COMPARATIVE LINE GRAPH OF BUDGET REVENUE AGAINST ACTUAL —(2014-2016) .....c.cccvevveeeenn.. 91
9.3.1.3 MNM REVENUES AGAINST BUDGET BY DIVISIONS ....cciiieiieetieiieeeeeeeesisrene st esesenneseeeseessnsnssaesesssssnnsesessensnses 91
9.3.1.4 MNM COMPARATIVE BAR GRAPH ESTIMATE REVENUE BY DIVISIONS AGAINST ACTUAL ...cooeeeeieieeenes 91
9.3:1.5 ARREARS OF REVENUIE v v s i i e o s i s ooy o o e s e e i 92
9.3.2 CONTROL OVER EXPENDITURE ......coooooiiiiioooooooseeoessooeeeoe oo 92
9.3.2.1 PARLIAMENT BUDGET SUMMARY AGAINST ACTUAL EXPENDITURE ... .cuitiiiimieriiiieeeeeieieeaeseaeaeeesaeeeeasenmnnnnns 92

5i'_:-'-_



9.3.2.2 COMPARATIVE BAR GRAPH BUDGET EXPENDITURE AGAINST ACTUAL ...ccviirimiciice sttt 92

9.3.2.3 MNM EXPENDITURE AGAINST BUDGET BY DIVISIONS = 2016......cciimmmmimmmineiisinrsnessssissnsesses s ssiessasinesns 93
9.3.2.4 MNM BAR COMPARATIVE GRAPH AGAINST BUDGET BY DIVISIONS — 2016 ....coveiieiiiiiciiiiiniiescnniee 93
9.3.2.5 IMPREST = OUTSTANDING .....eiiurie et emses s e ceees s ses o aias s s ssisbs s sanesba e st sebe s e rassesas s esseserbaaecastessbsaasbasr e s resnnns 94
10) MINISTRY OF COMMERCE AND INDUSTRY COOPERATIVE (MCIC) ..o, 95
10T ALIITE O TIIOIN s comnsonmminon i ssoess o s T 3R R S S R R B OSSR 93
10.2. STATUS OF PRIOR MANAGEMENT LETTER IXEMS .....ccomsunomsmmmnsmossamsmompmmsssrse 95
10.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT .......ccccoooiiiiiiiiiiiinicincs e 95
1031 CONTROLOVER BEVENUE. o s s s s e intstssmmress 4T nes nes seiss 95
10.3:1:1 MCIC REVENUE SUMMARY COLLECTION (2014-2016] -...ivuiiinaimmviminissssisiaimivii s st asmss 85
10.3.1.2 COMPARATIVE LINE GRAPH OF BUDGET REVENUE AGAINST ACTUAL.....ccccoiiiimiimniininn et 85
10.3.1.3 MCIC REVENUES AGAINST BUDGET BY DIVISIONS — 2016.....ccimuimineissensssnmmsmmsrsssrmsnsrssensesiamenssssansessssessans 96
10.3.1.4 COMPARATIVE BAR GRAPH OF BUDGET REVENUE AGAINST ACTUAL BY DIVISION......cccciiiiiinninninniiinnn 56
1032 CONTROL OVER EXPENDITURE . ......oomnmmmsmmmm s aionssssngeasists Ssisos s i v 96
10:3.2.1 MEIC EXPENDITURE SUIVIVIARY oo i s st s in s s mis e o 0/ it B s s v e 96
10.3.2.2 COMPARATIVE GRAPH OF EXPENDITURE BUDGET AGAINST ACTUAL .....ooiiiiiiiiiiiiiisis s 97
10.3.2.3 MCIC EXPENDITURES AGAINST BUDGET BY DIVISION ..cccvissiersasassanrsnssssanssansrssnssssnmmor smnsszssssssssssssasssunsansass 97
10.3.2.4 COMPARATIVE BAR GRAPH OF BUDGET EXPENDITURE AGAINST ACTUAL BY DIVISION .....coovviiiiierinnnnne. 97
10:3.2.5 REFUELING OF EMPLOYEE VEHICLES FOR OFFICE USE...vnmumunininmnimanmiiaiinamrmaie i o ssasmsis 98
11) OFFICE OF THE ATTORNEY GENERAL (OAG) ....ccooiiiiiieiiiiee it 99
LLYI AL IOPIRIOIN | . corermmsmssmasmmmssmsrmsonssmmmsmaessmmisn s smsssssssmmmn s A R s 99
112 STATUS OF PRIOR MANAGEMENT EETTER ITEMS .....ciiuinninmissmmisnimmasastowions 99
11.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT ... R O SRR 0% 99
1131 CONTROL OVE REVBRIIE oo i s s s Do s sy 99
11.3.1.1 REVENUE SUMMARY COLLECTION — OAG 2014-2016 ....cocuetrvererionseersssssssrssnssrsssmessmsrseeesssneesessssssssessssasanans 99
11.3.1.2 COMPARATIVE GRAPH OF REVENUE BUDGET AGAINST ACTUAL.....ciiiiiiiiiiiiinmniciieiee s s 99
11.3.1.3 REVENUES BUDGET AGAINST ACTUAL BY DIVISION — OAG 2016.......cocoiiinis s 100
11.3.2 CONTROL OVER EXPENDITURE .........coiiiiiiiiiiiiiiiiieciiiirsine e ceies e e e s e 100
11.3.2.1 EXPENDITURE BUDGET SUMMARY- ORG s isisiiain it o i prdaiwimailnainna i 100
11.3.2.2 COMPARATIVE LINE GRAPH OF BUDGET EXPENDITURE ESTIMATES AGAINST ACTUAL ... 100
11.3.2.3 EXPENDITURE BUDGET AGAINST ACTUAL BY DIVISIONS — 2016 ....ccvviieeeiriemriieee oottt sscnnissnsssanas 101
11.3.2.4 COMPARATIVE BAR GRAPH OF BUDGET EXPENDITURE ESTIMATE AGAINST ACTUAL BY DIVISIONS ....... 101
11325 LOG BOOK ..o vercenccsssmmranssssnesenpsssmnsm ppssnssimrnss ssassssya e ssns bl S e e A A S i S B s 101
11.3.2.6 OUTSTANDING IMPREST $1,633.30 T i . 102
12) MINISTRY OF FISHERIES AND MARINE RESOURCES DEVELOPMENT (MFMRD) ................. 103
121 AT OPTINICIN ciomamumosimmansinsssssmivmmms s o s a5 5 S SR e 103
12.2. STATLIS OF PRIOR MANAGEMENT LETTER TTEMS ... nusmonnessosmmimmmmnsmmiss 103

&1



L 51 &5 GO YK
LD 200 GUK

ERAL O

" 12.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT ...ooooooooooeoeooeoooeoeoeoeoeoeeooeoooooo 103

1250 CONTROL OVER BENVENTIE .. i s i b it i st st snshtdb s s s S st 103
12.3.1.0. MEMRD REVENUE SUMMARY COULECTIOMN cuuiiis i s st s s s i s s st s s v S s s i 103
12.3.1.2 COMPARATIVE LINE GRAPH OF BUDGET REVENUE AGAINST ACTUAL.......coeeiierirrieierie e s 103
12.3.1.3 MFMRD REVENUES AGAINST BUDGET BY DIVISION ....cviriiereinnrinsriscsssnisss s s s s ssss e smans s 104
12.3.1.4 COMPARATIVE GRAPH OF BUDGET REVENUE AGAINST ACTUAL PER DIVISION .....ooceroiiececieiiiseiriceine 104

1232 CONTROL OVER EXPENDITURE .............coronrepssimnesssnasmssssonssssssessssssonsssersmmssss spevsmsansmssssssexsssins 105
12:3:2. 3 MEMBRD EXPENDITURE SUMNIARY s st s s s s s i i i s s s i e 105
12.3.2.2 COMPARATIVE LINE GRAPH OF BUDGET EXPENDITURE AGAINST ACTUAL ...ccoviiiiiniiicmeie e 105
12.3.2.3 MFMRD EXPENDITURE BUDGET AGAINST ACTUAL BY EINASIONS . L s shesssatiassmmsrsmpsems s oxspssms 105
12.3.2.4 COMPARATIVE BAR GRAPH OF BUGDET EXPENDITURE AGAINST ACTUAL PER DIVISION ....oocovriiiiiinenns 106
12:3.2.5 OUTSTANDING IMPREST 2005 i s i s i i st v iasn 106

13) MINISTRY OF HEALTH AND MEDICAL SERVICES (MHMS) .......ccooiiiiiiiiiiiiiiiiiieecceie e 108

131 LD QBINIOIN, st isisom ainiiimiinmibmmsmasssmsasssrdoslt i e s o 108

132 STATUS OF PRIOCR MANAGEMENT LETTER TTEMS ......ccciioirsmmnmitissminmonsbinssnss issisonsnassanesianeon 108

13.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT ..o inmimmessnani s 108

13.5.1 CONTROL OVER REVENLIE .coccomnmmmssmmsasgposmsissms s s i s sssai s 108
13.3.1.1 MHMS REVENUE SUMMARY COLLECTION......cciiiiici e cassrreseessrr e e s sne s ressmn s ns srnnsssness 108
13.3.1.2 COMPARATIVE GRAPH OF BUDGET REVENUE AGAINST ACTUAL......cvtmmmmimmininmiieninis i saiesssnass s 108
13:3.1.3 MHMS REVENUE AGAINST BUDGET BY DINISION :ccvves crsvssnssnn i i i sl s B i e et 109
13.3.1.4 COMPARATIVE GRAPH OF BUDGET REVENUE AGAINST ACTUAL PER DIVISION.....coceeemereeeneeeeeceee 109
15.3.1.5 CONTROL WEAKNESSES OF MHMS REVENUE.. ... .o v o smesminsscrmsh snsss s resssssossssansssnes sms s ssesmns 110

1332 CONTROL.OVER BEXPENMEILTURS ... oo sty s sgiessi i soss oo s v i 110
13.3.2. 1. MHMS EXPEDNIT URE SEIMIMARY: oo sonsomsisassismmminmecnssssseisteass s oot ot b sr5a ssd s i s ass seess ossasssyns 110
13.3.2.2 COMPARATIVE GRAPH OF BUDGET EXPENDITURE AGAINST ACTUAL ...ceiiiiiiiiieiim i 111
13.3.2.3 MHMS EXPEDENDITURE AGAINST BUDGET BY DIVISIONS .....ooiiiiiiiiiiiiniesireineesree e ssraessmma i snee s 111
13.3.2.4 COMPARATIVE GRAPH OF BUDGET EXPENDIUTRE AGAINST ACTUAL BY DIVISION.....ccveeerereerecniciiennne 112
13:3.2.5 CONTROL QVER NIHMS DATABASE . covossiasusmmsamuns s vionssims oo sssssmsssoniss vh s s asesnssi s S s 112
13.3.2.6 LEAVE BALANCE — TWQO YEARS ENTITLEMENT POLICY wivicviiiiaiminmmsrsmiv it it 113
23327 CON RO ON BB G B K s i i 0 i in 0 5 anat s Bt o s s s e D 2 S A A T S A S S RS RRAE5 114
13.3.2.8 CONTROL OVER MEDICAL SUPPLIES .......coiiieiietereterteineeseesas et sesssesreesees seesaseeanessesesaeess e snscunesesssessasennes 115
13.3.2.9 PATIENT ALI'OWANCES AT BETIO HOSPITAL i-cvivssimmmuninsstvomsmimi sty i sty i i i i svbisave 115
12232 10 SALARY OV ERPAVIVIENT ovm im0 78 S e e T R BT s 116
13.3.2.11 OUTSTANDING IIMPREST ..cuviteiteiristiisiiiisisisessestessesssessessessss e e s esmssaesneaseessssessaenssnssssessanssssssssasssessnesnane 116
13.3.2. 1 2.CONTBOL OVER BATION. .coon commmpusmns cosmsrsnmsnsis s msmsevesssssissssss s 5 sy s s s s s 117

14 MINISTRY OF EDUCATION (MOE o0 mnammsm o ma s  aiy  avssa s asiss 118

LT AUDTL OPBNIEIN .. cococmmmmmonssisorvssesisims e o s o s s s e e e 0y S s S e S 118

7|



142 STATUS OF PRIOR MANAGEMENT LETTER ITEMS ..o 118
14.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT ...........occoeooeoeeeeeseeeoeseseoee oo 118
14.3.1 CONTROL OVER REVENUE .oooooeoeoeoeoeoeoeoeeeeeoeeeeeeeeeeeeee oottt 118
14.3.1.1 MOE COMPARATIVE REVENUE SUMMARY COLLECTION (2014—2015) ..................................................... 118
14.3.1.2 COMPARATIVE LINE GRAPH OF BUDGET REVENUE AGAINST ACTUAL (2014-2016) ....cocevneenresisininsinnns 118
14.3.1.3 MOE REVENUES AGAINST BUDGET BY DIVISIONS ....uiiiivtiirerramrnerseememssessstssstssnsnssenearssisessssssssssasssssasssasas 119
14.3.1.4 COMPARATIVE BAR GRAPH OF BUGDET REVENUE AGAINST ACTUAL PER DIVISION .....cooviemiiiiiiiiinnanninn 119
14:3.1.5 MOEARREARS OF BENVENUEZDYG . . ... ooonioiiomonsiontsisn s s i i s i U b ey e s i i St 120
14.3.2 CONTROL OVER EXPENDITURE ..ooooo oo et 120
14.3.2.1 MOE EXPENDITURE SUMMARY AGAINST ACTUAL (2014-2016).....uceiiriiiiiinnenisinnmissmreseeseaesasasssessnssssnsne s 120
14.3.2.2 COMPARATIVE LINE GRAPH OF BUDGET EXPENDITURE AGAINST ACTUAL ....cooii e iiiininsranrnnnreen i 121
14.3.2.3 MOE EXPENDITURE AGAINST BUDGET BY DIVISIONS ....ciumuiiirinsmmrssmiistaminaisss ssosiss sns snnis sxanasnasasnsssams 324
11.3.2.4 COMPARATIVE GRAPH OF BUGDET EXPENDITURE AGAINST ACTUAL BY DIVISION .....ccoiiimmiiiiinneniennnan 122
14.3.2.5 PERSONAL EMELUMENT ISSUES 2015.....cesmesansnsnesnssnnsansss sssisisns s asss S i s uindmmmimanisa 122
14.3.2.6 LACK OF CONTROL OF THE RATION FOR KGV & EBS AND KTC ...coievivriririnnrisnseeeeereeemisissssesrnssrrassmssssssesesens 124
4.3 0 ST ORE LED G R i i o s o s st i b S S s v o A e S S S i S o SR B e A S bR 127
14:2.72 S UNAVAILABILITY OF PAYMENT VOUCHERS REQUESTED .ii.ivciiimimimmmsatsmiiiamiiiisiversaiie i v 128
14.3.2.9 TWO YEAR LEAVE POLICY ENTITLEMENT ...ouiiiiiiiiieeinrisrnnnsrsmsemsneaess s sassessansssrarssnsnssssssssbassensissssssasmnsss 129
15) MINISTRY OF INFORMATION, COMMUNICATION, TRANSPORT AND TOURISM DEVEL
BAEIMI . cccncss s msoressmmme sttt s M B 130
151 AUDIT OPINION ..o et 130
15.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS ........ooooooooooooeoeeeeeseseoeeeseeoreseseee 130
15.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT ..o 130
15.3.1 CONTROL OVER REVENUE ......oooo oo 130
15.3.1.1 MICTTD REVENUE SUMMARY COLLECTION.......ccceiiiiirinsssrsanrsensersssnssamsmsmmssssssssssssssssssssnsennsssssssnssnssssasssnsssnrs 130
15.3.1.2 MICTTD COMPARATIVE GRAPH OF BUDGET REVENUE AGAINST ACTUAL. ...t e st snanasssnarannenes 130
15.3.1.3 COMPARATIVE GRAPH OF BUGDET REVENUE AGAINST ACTUAL BY DIVISION ...ccoiiiiiiiiiinnniniisrsrenseeneeees 131
15.3.1.4 COMPARATIVE GRAPH OF BUGDET REVENUE AGAINST ACTUAL BY DIVISION ....cccciviiiimimniiininreneeseceieinans 131
15.3.2 CONTROL OVER EXPENDITURE .o oot 132
15.3.2:1 COMPARATIVE EXPENDITURE AGAINST BUDGET.. ...c.crscnsmusensessenssnsssnennsnns st ihssssaissssiisesive st aninaosssbiaedssaies 132
15.3.2.2 COMPARATIVE GRAPH OF EXPENDITURE BUDGET AGAINST ACTUAL ..coniiiiiiiiirieinnnn s nnn s sssssnesssaes 133
15.3.2.3 MICTTD EXPENDITURE AGAINST BUDGET BY DIVISIONS ...t ssvssiassissnsssaransss s assssss sesivanss 133
15.3.2.4 COMPARATIVE GRAPH OF EXPENDITURE {ACTUAL) AGAINST BUDGET BY DIVISIONS...ccociiieeiecieic 134
15.3.2.5 OUTSTANDING IMPREST AMOUNTED TO S$87,983.89 <. e iieeeiiiieeeiteeessueesssmeeesssieassbbasasssa e sersaemesssssessnnes 134
15.3.2.6 LEAVE BALANCES - 2 YEARS ENTITLEMENT P{j'UCY ................................................................................... 135
1532 T CONTROLOVER [OG BOOK cvcemsrv s o o i e s i s s s s ot s S St oV o S i N s S s e oo A 136
16) MINISTRY OF FINANCE AND ECONOMIC DEVELOPMENT (MFED) ............. oo 137

Rl Paca



16.1 AUDIT OPINION

ANTTD NI
\ i

16.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS ..o 137
16.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT ... oo 138
16.3.1 CONTROL OVER REVENUE .........ccoooooooooooooooeooeoeoeoeoeeeoe e eoes oot 138
16.3.1.1 BUDGET REVENUE SUMMARY AGAINST ACTUAL COLLECTION 2014-2016.....covceieeeeerrrmrmsrmsnsreeneresessessnenes 138
16.3.1.2 MFED REVENUE ESTIMATE COMPARATIVE LINE GRAPH AGAINST ACTUAL.....co i vsnni e anens 138
16:3.1.3 MEED REVENUE AGAINST -BUDGET BY. DIVISIONS i it i aiiiesinsimis st s via i i 138
16.3.1.4 COMPARATIVE BAR GRAPH OF REVENUE AGAINST ACTUAL COLLECTION PER DIVISION......ccovvvvinrinninnnns 139
16.3 3. 5 ARREAR S OF BEVENUIE L coneummumanimsmme s s i s o i 50 s i s s o i s e et s S U v Ao 139
16.3.2 CONTROL OVER EXPENDITURE .................... e s e e i 141
16.3.2.1 MFED COMPARATIVE EXPENDITURE AGAINST BUDGET 2014-2016 .....cooiieiiiiirnrrnrennrennnesssnesieesesesenseenns 141
16.3.2.2 MFED COMPARATIVE BUDGET EXPENDITURE LINE GRAPH AGAINST ACTUAL ..ovvevreeevemreseeseeeeeeeseeerensnens 141
16.3.2.3 MFED COMPARATIVE EXPENDITURE TABLE BY DIVISIONS ...couviiiiiiiiiiiiiieeiisonisisassssssrasssssensnssssssassssssennes 142
16.3.2.4 MFED COMPARATIVE EXPENDITURE GRAPH BY DIVISIONS. .. ...ttt i sisiiasissassssnsssssssassnssssssssans 142
16.3. Z:5'0UTSTANDING IMPREST 2016 coiisnaismmmmmimn s i s s i s s aiaiive 143
16:3,2:6 UN-SUPPORTED PAYMENTNOUCHER 336/16:S2Z6.907 300 .......corrermsmsrssssomsssonmsssntisvasbnmnsmmasssinmisestnsaistosins 143
16.3.2.7 OUTSTANDING ELECTRICITY CHARGE FOR 2014 AND 2015 PAID IN 2016 ....vvivviriviierriermrreeersnerrnreessacessnes 144
16.3.2.8 MISSING REFUEL SHEET FOR INVOICE 180716B (PV#558/16 FOR $2,219.22) ..ccoovivieiierrsiesressessssennisaonis 144
16.3.2.9 LOG BOOK ISSUE FOR VEHICLES G340 AND. G341 ..o i i i rvsi 145
16.3.2.10 INCORRECT PV #196/16 FOR $450 POSTED IN THE GENERAL LEDGER.....c.uvviiirreirississsssissssssasssnnessssens 145
16 2O S PR PEOHECIUIES T AT o vocisale B Bl A O B BTl e B M 146
16.3.2.12 TWO YEAR LEAVE POLICY ENTITLEMENT ..comimunabuhdimutvus oo nomms oo s i an s i v st 148
16:3:2213 DATABASE/NNOTELEDGER 20T6 ovioiusiisiiiiiss i i i s 00 s e e R e By s s 149
16.3.2.14 INCORRECT POSTING OF OTHER MINISTRIES OUTPUT TO MFED OUTPUT ...cuutuiisrenmrrenrenrenrerineessesssenens 149
16.3.2.15 VARIANCE OF PAY COSTING AND KPF CONTRIBUTION......oiieieereiersrernermssnssssessessesrassasnsssssssssessssssesssnnsanse 150
16.3.2.16 VARIANCES DETECTED WHEN COMPARING GENERAL LEDGER AND PAYCOSTING.....coovveiieeermrierererenrenes 151
16.3.2.17 KIRIBATI PROVIDENT FUND CONTRIBTON vt i s i s P T T 152
163 2. 18 VARIANCE OF KPFEONTRIBUTION.. .....ccrmsonrmsenmnss s nsssnsssssossssrsasbs sindssssnsannn nossn sespmassn fu s smyssssi nmsnssne s sty 153
16.3.2.19 VARIANCES DETECTED PAYROLL AND KPE CONTRIBUITION . .2 ssvisioseasssisansvsss e st ime diassssissisivssiansunnss 153
16.3.2.20 KIRIBATI PROVIDENT FUND CONTRIBUTION (KPF) <. .o e e eemme e e emme s emme e aenns 154
16.3.2.21 VARIANCES DETECTED WHEN COMPARING GL AND PAY COSTING ...ovvtiiiiiieiieeiieesisiesssresnessssenssinssesssseans 155
17) MINISTRY OF WOMEN, YOUTH AND SOCIAL AFFAIRS (MWYSA) ..o 157
121 BUDIT OO, ..o b G 2N 8 T2 MARIE At 0 1 pihmmnes ammesissnisess 157
17.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS .- oo 157
17.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT ................. T 157
1781 CONTROL OVER REVENEIE . . icccsinsttsimmsistis bt s tbabiittommatitot e onstsstin oo s 157
T3 NNYSA REVENLIE SUMNMMARY EEL LEETIONE o e s s s e i i ok £ 03 Vo 9 e S s e W e i 157

9'



17312 MWYSA LINE GRAPH OF BUDGET REVENUE AGAINST ACTUAL ..ottt 158
17.3.1.3 MWYSA REVENUES BUDGET AGAINST ACTUAL BY DIVISIONS........ovovismesssssssnsssnssresssssesssssseseessssssnessens 158
17.3.1.4 MWYSA COMPARATIVE BAR GRAPH OF REVENUE BUDGET AGAINST ACTUAL BY DIVISIONS..........enne. 158

17.3.2 CONTROL OVER EXPENDITURE ... et e e e e e asaneaes 159
7 I B T T IR I I T LTI 0 159
17.3.2.2 MWYSA LINE GRAPH OF BUDGET EXPENDITURE AGAINST ACTUAL 2016.........ovvuervrcrseansiaessssessssessesssenns 159
17.3.2.3 MWYSA EXPENDITURE AGAINST ACTUAL BY DIVISIONS .....cccvrurvmmrerermsessseessessssssssessssessssssssssssssessessesnes 160
17.3.2.4 COMPARATIVE GRAPH BUDGET EXPENDITURE AGAINST ACTUAL BY DIVISIONS .....coourvvrrrrnessmeessaneesans 160
py BT AT e 2 e RS- R PO Aoy R —— 160
17,30 6 TEAVE BALKNITES L roconvomcermsssssssrasesssssmsssmsessasisssssmsmsssssssamessssssms pmosesasssasss st paspmsmsaensnpmsensa ssssssessssosb s it 161
17.3.2.7 CONTROL OVER LOG BOOK......c. reemcomreieseeeiesesssesesissessessssessssissssssssssonsssmsesiesssessssesssssessesssssssssssssssssssns 162
17.3.2.8 CONTROL OVER IMPREST - OUTSTANDING IMPREST OF $14,570..........cervuunrrissiussissssessssssssssssssesssssssnas 162
178 7 G NASHOETING OF PUROTEIAB SIOSET ... oo T B S SR 1 163

IBIMINISTRY OF PUBLIC WOEK S AN UTILETEES AP oo ammmeomsmponsmmsssssmersmsssomms 164

I8 L LI B O BN e sl mmsr ek e e e S T S N e A e B s e e e 164

18.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS ... 164

18.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT ..........oooooiiiiiiiiiianiiiiasimimnsineiiesnseeeiens 164

1831 CONTROL OVER RENVENUIE o imi s s i s b S £ Lo s S S o 164
18.3.1.1 MPWU BUDGET SUMMARY AGAINST ACTUAL FOR YEARS 2014-2016.........0comreermmeerssrmemmsesssssessessinssesnss 164
18.3.1.2 COMPARATIVE REVENUE AGAINST BUDGET FOR YEARS 2014 TO 2016 .....ccvurrvueerrensssnnssssnssssssmsesssnsisnncs 165
18.3.1.3 MPWU REVENUES AGAINST BUDGET BY DIVISIONS 2016.........cucuveeeresessesanesmsssssensssssssssesssssssssssssssssecs 165
18.3.1.4 COMPARATIVE REVENUES AGAINST BUDGET BY DIVISIONS 2016 .......ooureerecurrresresesrssnssseeresssssssssssssesens 165

18:3.2 CONTROL OVER EXPENDTIDURE ...coonnmmmmmns s st s i s e b s 166
18.3.2.1 MPWU BUDGET SUMMARY AGAINST ACTUAL EXPENDITURE FOR YEARS 2014-2016 .......oouvrvverrsseneenns 166
18.3.2.2 MPWU COMPARATIVE EXPENDITURE GRAPH AGAINST BUDGET FOR YEARS 2014-16 .......ooevuercrrennenn. 167
18.3.2.3 MPWU BUDGET SUMMARY AGAINST ACTUAL EXPENDITURE BY DIVISIONS 2016 .......ccvumresreremersnssncnrec 167
18.3.2.4 COMPARATIVE GRAPH BUDGET AGAINST ACTUAL EXPENDITURE BY DIVISIONS 2016 ...ceucvvenreennrrsenneenn. 167
18.3.2.5 OUTSTANDING IMPREST ..o veosseeeeeeesseseee e oo oo ss s ses e es s ess st stess s ess s s s s e se e s anesase s senas 168
18306 IMPREST DRAVIE DR OV ERSEAS TRIPICINIEEELEDF wcoscsssasdsssssssismsnsasssssissssess s o s s st 169
18.3.2.7 CONFRIMATION LICENSED AND REGISTRATION FOR IRATA FROM MCIC .......cvoerrrcsinsiansisssssssssssssesnce 169
AT U T ——————————— 171

18.3.3 GOVERNMENT BUILDING AND MAINTENANCE (E3160-289) .......cc.coooiiiiiiiiiiiiiiii i 171
18.3.3.1 COMPARATIVE EXPENDITURE AGAINST BUDGET FOR YEARS 2014-16 ......ooccvvreenrirsssasnesssnssessssseessnsesnas 171
18.3.3.2 COMPARATIVE GRAPH EXPENDITURE AGAINST BUDGET (ESTIMATE) 2014 — 2016 .....covevvnnvcrnsnsncnsernnnnes 171
18.3.3.3 CONTRACTOR’S AGREEMENT & DISCREPANCIES ON PAYMENT NOTED - TWO CONTRACTORS............... 172

19) MINISTRY OF LABOR AND HUMAN RESOURCES DEVELOPMENT (MLHRD)........c..cccovevene. 174

19.1 AUDIT OPINION
101750 -



' 19.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS ... oo R 174
19.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT ....... oo 174
19.3.1 CONTROL OVER REVENUE ..o 174

F93 1 L-MEHRD: REVENUE SUNMMARY COLEECTIONG e vomi s i i o s sl s i i o e v e N st s 174
19.3.1.2 COMBARATIVE GRAPH OF BUDGET REVENUE AGAINST ACTUAL s aimaimiseisi i niasia 174
19.3.1 3 MLHRIEREVENUES AGANST BLIDGET BY DIMISIERIS. . ... cocoom o s s s s s s s seagissns 175
19.3.1.4 COMPARATIVE GRAPH OF BUDGET REVENUE AGAINST ACTUAL PER DIVISIONS ....coivereieirrmrmsrarenrssrsssnees 175
193 LSNISALEGCEATION OF REVENUIE COLE BT IO N s mm i s s a0 o s e G coi v s U s s s i iy 175
19.3.1.6 NON POSTING OF MTC FORM A 01/16 AMOUNTED TO 5651.75 .............................................................. 176
19.3.2 CONTROL OVER EXPENDITURE ...+ oo 177
I I b e T N T o RS ————— 177
19.3.2.2 COMPARATIVE GRAPH OF BUDGET EXPENDITURE AGAINST ATTUAL ..oomiiiiiisiiai it ianeseseiesesasssssaasienen 177
19.3.2.3 NMLHRDF EXPENBITURE-BUDGET AGAINST ACTUAL BY DIVISIONS iovnsnanmanmnmmmnsnmaimasiiwaiiang 177
19.3.2.4 COMPARATIVE GRAPH OF BUGDET EXPENDITURE AGAINST ACTUAL PER DIVISIONS......ccociiviiininiiniinnns 178
19.3.2.5 IMPREST OUTSTANDING OF $33,717....coiciieeieeinieseeeoeesssssssessesseessesssssesnssnsssnssossessnsesssesnsssssenassaeenssssess 178
19.3.2.6 LEAVE BALANCES-2 YEARS ENTITLEMENT POLIEY wccinnnmissiiimms it v o s s e s s s i s sisseaans 179
19.3. 27 SALARY OVERPAYMENT IN RESPECT OF ONE OFEICERS 5 ovvi s s o e p i s i e s s st 179
B e Bl L L P O AT T~ L I R T e R 180

20) MINISTRY OF LINE AND PHOENTX ISLAND DEVELOPMENT (MLPID) ... .. .. 181
20.1 AUDIT OPINION oo 181
20.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS ... oo 181
20.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT ... 181
20.3.1 CONTROLS OVER REVENUE ... oo o 182

20.3.1.1 REVENLIE. SUMMARY COLLECTION: MLPID 2005 cu0s0 e ssvmsansass st e sttt 182
20.3.1.2 COMPARATIVE LINE GRAPH OF BUDGET REVENUE AGAINST ACTUAL —(2014-2016) ....ccovvieeireiecarenannns 182
20.3.1.3 REVENUE ESTIMATE TABLE BY DIVISIONS AGAINST ACTUAL = 2006, . .ottt eaeaaaeeaaeas 183
20.3.1.4 WEAKNESSES IN THE REVENUE SYSTEM (DEPOSITS ARE NOT PERFORMED ON DAILY BASIS).....ccrcvevreens 184
208, 1.5 RENTAL OF G HOUSES — ARREARS OF RENVENUIE o s i s e s s S s v s 185
20.3.1.6 BANK RECONCILIATION STATEMENT — NO. 5 BANK ACCOUNT 2016 ..curieeneeeieieee i eeeeeeameeeeeeineeemeeenn 186
20.3.1.7 GOVERNMENT RENTAL PREMISES — ARREARS OF REVENUE 2016.............. 187
20.3.1.8 ELECTRICITY BILL- ACCUMULATED OUTSTANDING ELECTRICITY BILL FOR 2016 ..uuuviiviieiesiriiieeesasennsnsenns 188
20.3.2 CONTROL OVER EXPENDITURE ... 189
20.3.2.1 BUBGE [ EXPENDITURE SLINMBIARY D 20T 2TEE ovnmsis i s s v i o s i os i b s s siiiin 189
20.3.2.2 COMPARATIVE EXPENDITURE LINE GRAPH AGNNST ESTIMATE BUDGET: 2614200 6. cimmnmnmnis 189
20.3.2.3 EXPENDITURE TABLE BY DIVISIONS OF IMLPID — 2016 .. .iiiiiiieieiieieieeseeseseessssassssnssesessssssessnssssnssssssssssssseses 190
20.3.2.4 COMPARATIVE EXPENDITURE BAR GRAPH AGAINST ESTIMATES BUDGET = 2016 ...ovieeiieiieviiieeineeiee e 190
20.3.2.5 UNCOLLECTED CHEQUES/ UN-CANCELLED CHEQUES/UN-USED CHEQUES .. .civiiviereeieeiieeeieeseieeeasinaaeens 191



PORT OF THE AUDITOR GENERAL ON THE 2016 GOK ANNUAL ACCOUNT PART
20326TELEC_DMMB|LLS PV#428/2 $25“96..74, PV# 528/3 f.}.3.766.86, PV.# 440/4 $3é7d.98 ................................. 192
20:3, 27 TWO YEAR LEAVE: POLICY ENTITLEINIENT ;s isssssnncusnssssseestisstvasssoass 055 o ser sinsseiass s s vensssssansasoss onprss o 193
20.3.2.8 CONTRAVENING PROVISIONS OF PROCUREMENT ACT ...coiisimmirrsmmsnsonsenioscasimsinsssssasasssossssissssisiasassassisssaes 194
20.3.2.9 ASSET/STORE REGISTER/NON EXPENDABLE ITEMS .....cctiiiriiiimirriisnnrernens s eceeeetis s aeis e bbas st snnes 195
20:3: 210 CONTROL DVER INMPREST - usummusssmsusssssessssaesness o isess 6o ssas s 15 sy s e s ta s shass sransas s xassgsxs 1 59800 197
20.3.2. 11 LEAVE GRANTS RECONCILIATION 1SSUES cuciuisacsvevsuveveius sedsdosssvssss o i ianss s sv c0ues usanvasaes s oo ass s ssri apesss 198
20.3.2.12 NO FORMALIZED HANDING OVER NOTE BETWEEN FORMER SA AND THE NEW SA ... 199
20,3213 VOTE BOOK/DATABASE ACCESS cpucnmenmnsansssmnsmssrssmmamrenyme s s ms soagmsemismssssansssassansans pinsosrade sed s s SNl 199
20.3.2.14 UNSUPPORTED/UNSIGNED OVERTIME..........ccoovenn T 200

20.3.3 LOCAL CONTRIBUTION TO DEVELOPMENT FUND (LCDF) - POWER SUPPLY .............. 201
20.3.3.1 SUMMARY EXPENDITURE FOR POWER SUPPLY — KIRITIMATI ...cociiivieiiinemmimiecieisiniis s 201
20.3.3.2 COMPARATIVE LINE EXPENDITURE GRAPH AGAINST ACTUAL FOR POWER SUPPLY — KIRITIMATI........... 201

2GR O PRLPLE S TAWEBRADIPL L. .. oo sormumsmmummssmasmmammmree e e in s momspss s 202

211 AUDLIT OPINTON ..o immommsnmrnsss ssnses ssnmssnsssn ssonnss s psenss s s s s A4 1 s seasass st 0 RIS 202

21 2 STATUS OF PRIOR MANAGEMENT LETTER TTEMS .........c.cocinomivsnmisiits ey 202

21.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT ... ...ocoovinnumismmsimanssin 202

21 3.1 CONTROL-OVER BREVERIUE. s e st s e s S i s s S i wes ey s s ot 202
21.3.1.1 OFFICE OF PEOPLE’S LAWYER SUMMARY REVENUE COLLECTION ...oovirieeeiiececieieniecnnsvnsensessnssan e 202
21.3.1.2 COMPARATIVE LINE GRAPH OF BUDGET REVENUE ESTIMATE AGAINST ACTUAL ...cocoeniiiiieniiiiciinins 203
21.3.1.3 REVENUE AGAINST BUDGET BY DIVISIONS 2006 ....ciicisiivinssuisiuisneisonsiinesarsssonisasassvsiise s svsussssas suarssaiiiasins 203
21.3.1.4 COMPARATIVE BAR GRAPH OF BUDGET REVENUE AGAINST ACTUAL BY DIVISIONS......ccoi i 203

2132, EXPENDIFURE [BULMGIEET Y oo iimmsmsmmeisossas et s s s s s s ons 204
21.3.2.1 OFFICE OF PEOPLE’S LAWYER BUDGET EXPENDITURE SUMMARY ........cccciiiiimnmnnmnsnsssneeaneas R 204

21.3.2.2 COMPARATIVE LINE GRAPH OF BUDGET EXPENDITURE ESTIMATE AGAINST ACTUAL .......cccccvniininnninnn.. 204

21.3.2.3 DATA BASE ACCESS - RECONCILIATION ....ueeciimiiiinmnmimmmarmmmmsimsmeie it isiisns dosiasesa sdssesassssniassibi sssarasssinnssnnsve 204
21.3.28 LOG BOOK ...coorresmrensoamsssssnnssoasnsss sossrassonsransnansassessesnsess srsnnns ponnmnes assas sosdhcdsidass voduns boroun st abaigsssssnss e srvsrsbesnisse 205
21.3.2.5 STORE REGISTER (UNRECORDED ITEMS) ....eeiiiaeirriirireinneinie s sinectissassassssss s ssmssmsssss sansesansasennssnsssness 206
21.3.2.6 TWO YEAR LEAVE ENTITLEMENT POLICY ..ccciiunimiiniviamsimm simsintiiiioniiiinms mveise s assiisaneins i suesisninnisnins 207
21.3.2.7 ABSENCE OF CONTROL ON THE BUS TICKET .o siui s sesiisnaulimilinmmise dive 207

12 I Pogig g



First of all, this is the Audit Report Part One of the whole of Government Annual Account and contains the report on
the financial performance of each respective individual Ministry for the fiscal year ended 31* December 2016. Further,
each report discussed audit results on revenue and expenditure the latter of which include other commitments such
as debt servicing, other government expenses and local contribution to development fund (LCDF). These commitments
are further elaborated in Part Two of the Audit Report.

1} AUDIT OPINION ISSUED FOR EACH MINISTRY

An opinion is issued for each Ministry on how it has managed the approved and allocated fund by Parliament and to
portray the performance of the Ministry in managing its operations during the year under review. Following the audit
opinion, as was in previous reports, are audit findings and analysis on areas being audited for the year ended
31/12/2016.

The audit was being planned and performed to obtain all the information and explanations we considered necessary in
order to obtain reasonable assurance that the annual accounts did not have material misstatements, whether caused
by fraud or error.

11) REVENUE

The actual revenue is analysed and compared with the approved estimate and followed by audit findings, implications,
recommendations and management responses to recommendations/anomalies from Ministries concerned.

Ill) EXPENDITURE

The actual expenditure for ministries is analysed and compared with approved budget and again followed by audit
findings and recommendations as well as management responses to recommendations/anomalies from Ministries
concerned. Most of the expenditure items or operational costs are further scrutinized. The responses from Ministries
if agreed upon during the Exit Meeting will change the contents of our audit report. On the other hand, if no
consensus resolution is reached during the Exit Meeting, our findings and recommendations will remain in the report.
This year 2016 the Ministries’ responses were included as part of the report and these could only be seen under
Management Response Section indicating that responses to recommendations or anomalies had been provided from
Ministries concerned.

In summary the report, as was in the previous years, has five sections: 1) Audit Opinion, 2) Audit Findings and Analysis,
3) Implications, 4) Recommendations and 5) Management response.

The currency used in this report is the Australian Currency.
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Listed below are the explanations on the types of audit opinions in which auditors normally issue once auditing has
been completed.

| 1) UNMODIFIED AUDIT OPINION

The Ungqualified opinion is expressed by the auditor when the auditor concludes that the financial statements are
prepared, in all material respects, in accordance with the applicable financial reporting framework. This opinion can
also be issued where only minor adjustments are needed that do not have any impact on the financial statements:
e Unqualified opinion with an emphasis of matter paragraph: This means the financial statements do present
a true and fair view, however, there is a need to emphasise important points to the user for their attention.
(ISSAI 1706) :
e Unqualified opinion with other matter paragraph: As above, the financial statements do present a true and fair
view; however, users’ attention is drawn to a matter relevant to their understanding of the audit of the
financial statements or the audit report. (ISSAI 1706)

| 1) MODIFIED AUDIT OPINION

Qualified Opinion = should be expressed when the auditor concludes that an unqualified opinion cannot be expressed
but that the effect of any disagreement with management, or limitation on scope, is not as material and pervasive as
to require an adverse opinion or disclaimer of opinion. A qualified opinion should be expressed as being “except for”
the effects of the matter to which the qualification relates (ISA 705, Paragraph 7).

Adverse Opinion — should be expressed when the effect of a disagreement is so material and pervasive to the financial
= statements that the auditor concludes that a qualification of the report is not adequate to disclose the misleading or
incomplete nature of the financial statement {/SA 705, Paragraph 8)

Disclaimer Opinion — should be expressed when the possible effect of a limitation on scope is so material and
pervasive that the auditor has not been able to obtain enough appropriate audit evidence, and, accordingly, is unable
to express an opinion on the financial statements (ISA 705, Paragraphs 9-10). This also applies to entities that do not
have any records at all from which a financial statement could be reconstructed.
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At the outset, | would like to express my sincerest gratitude and appreciation to the Staff of the Ministry of Finance

and Economic Development under the leadership of the Accountant General, Mr Toromon Metutera, who had
tirelessly lent a hand to our audit staff and provided the required information and documentations on a timely manner
even to the extent of having to set aside their urgent tasks in order to assist.

| would also like to acknowledge the support and assistance from Line Ministries in providing the requested
information and relevant documents to our audit staff when conducting this year’s audit. | also like to thank those who
had allocated time within their busy schedules to attend the Exit Meeting and also those that were not able to attend
the meeting but had provided their responses the outcome of which had also contributed tremendously to the
production of this timely and high quality audit report.

| wish to extend my gratitude to our auditors for the notable stride and immense improvement you had put into your
audit works for the government financial year, 2016 as well as other audit areas. Without such enthusiasm in delving
into new areas, some of which could be cumbersome, while others pose difficulties and challenges, this report, as well
those other reports, would not have been as extensive and revealing as now presented. It would be a remiss if | do
not convey same to my Support staff who had also worked tirelessly in ensuring a speedy processing and lodgement of
audit reports with Parliament. You all had collaboratively taken a step further in walking our mission “audit for an
impact for the public” and | commend you all for your strenuous efforts.

| sincerely thank you all for your contributions to the success timely completion of the 2016 audit report on both Part
1 and Part 2 of the Annual Account of the Government of Kiribati.

Te Mauri, Te Raoi ao te Tabomoa upon us all.

Ms. Matereta Raiman Date: 18/12/2017

Auditor General
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L ACCOUNT PART 1

) INTRODUCTION

This part of the audit report sets out the analysis of revenue and expenditure in respect of individual Ministries,
Department, Debts Servicing and Other Statutory expenditure for the year ended 31* December 2016.

1l) SCOPE AND METHODOLOGY

We have performed this audit in accordance with the International Standards of Supreme Audit Institutions
(ISSAl) and accepted auditing practices prevalent in Kiribati.
Our audit has been carried out in accordance with generally accepted auditing standards with an ultimate objective of
reporting back to Parliament on how well each Ministry has utilised or managed the budget that was appropriated in
2016 and, for revenue collectors, how each had successfully collected the revenue as had been budgeted. Our focus
is mainly on the comparison of the following:

1) Revenue collected against estimate

1) Expenditure incurred, including those listed under the Below the Line Accounts and Other commitments

against estimate and

1) Supplementary Appropriations approved and the revised Budget.
Large variances noted from the comparison were further examined by obtaining relevant sources or accounting
documents from MFED and other related Ministries concerned.

1) STATEMENT OF AUDITOR INDEPENDENCE

We confirm that when auditing the Kiribati Government Annual Account Part 1 (Revenue and Expenditure) for the
year ended 31* December 2016, we have maintained our independence in accordance with the requirements of the
Constitution, CAP 79 and acceptable auditing standards.

In addition, we also confirm that we have no relationships with the accounting staff involved in the preparation of the
annual accounts, or interests in the Kiribati Government annual account 2016. We have no unresolved disagreements
with management and management has not sought to influence our views on matters relevant to our audit opinion.

|

IV) EXPENDITURE AND REVENUE BUDGETS FOR YEAR 2016

As normally practiced in all democratic countries worldwide, Government has to prepare and approve the annual
budget. As usual, the budget, after being prepared by individual Ministries/Offices and approved by Cabinet, is
normally debated and finally approved by Te Maneaba ni Maungatabu at the end of the preceding year. The
Parliament session held in December 2015 has approved the original 2016 expenditure budget in the sum of
$150,895,635 and the estimate revenue budget valued at $139,200,731 as per disclosed in the 2016 Annual Account
respectively.

The additional Supplementary budget details that would give a revised budget for 2016 are shown under VII) below.

V) DEVELOPMENT PROJECTS BUDGET FOR YEAR 2016

The Parliament also approved the budget for development projects, both locally and externally funded, in the sum of
$14,758,627 (2015 $8,446,262) (LCDF) and $153,502,162 (2015 $149,344,223) (Donors) as per National Budget 2016
respectively. However, as noted the amount that actually received during the year was $57,495,227.86 as indicated in
the annual account, the amount of which far outweighed the approved amount as per National Budget 2016. As
confirmed major contributors for external funded projects include; Australia, World Bank, Taiwan, New Zealand, ADB,
Japan, UNICEF, UNDP WHO, EU and so forth.
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| VI) HIGHLIGHTS

In 2016 the number of Ministries/Offices that were issued with Unqualified Audit Opinion was reduced to eight (8)
Ministries as opposed to 15 in 2015, meaning a decrease of seven (7) Ministries/Offices. This thus signalled the slack
of management in implementing the recommendations been made in previous audit reports. The list below showed
the types of opinion been issued to each respective Ministry:

Ministries Attend Exit Meeting Audit Response received | Audit Opinion issued for 2016
OB No Yes Qualified Audit Opinion
PSO No Yes Unqualified Audit Opinion
JUDICIARY Yes Yes Qualified Audit Opinion
KPPS No Yes Qualified Audit Opinion
PSC Yes Yes Unqualified Audit Opinion
MFAI Yes Yes Qualified Audit Opinion
MIA No Yes Qualified Audit Opinion
MELAD Yes Yes Qualified Audit Opinion
MM Yes Yes Unqualified Audit Opinion
MCIC Yes Yes Unqualified Audit Opinion
OAG Yes Yes Unqualified Audit Opinion
MFMRD No Yes Unqualified Audit Opinion
MHMS Yes No Adverse Audit Opinion
MOE No No Adverse Audit Opinion
MICTTD Yes Yes Qualified Audit Opinion
MFED No No Adverse Audit Opinion
MWYSA Yes Yes Unqualified Audit Opinion
MPWU Yes Yes Qualified Audit Opinion
MLHRD No Yes Unqualified Audit Opinion
MLPID No Yes Qualified Audit Opinion
OPL Yes No Qualified Audit Opinion

As confirmed during the audit the 2016 fiscal year was the third year in which the government through its respective
Ministries/Offices had reported again a net saving valued at $2.7m. The details of this net saving are further
elaborated in sub sections below as well as in Part 2 Audit Report.
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As clearly reflected above the original budget approved by Parliament for the year 2016 was $150,895,635. However,
the revised budget after the supplementary being approved for the unforeseen but necessary circumstances in
respective of some Ministries, including the LCDF and Subsidies, grant & other commitment had reached the amount

of $177,072,588.

Further the audit noted with grave concern that the total original budget and supplementary budgets which should
total up to $177,781,668 (Original budget $150,895,635 + Supplementary budget $26,886,033) did not match with
the total revised budget as shown in the annual account 2016 of $177,072,588 thus incurring a significant variance of

$709,080, the amount of which is pervasive and would disclaim the accounts.
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| Vill) OVER/ UNAUTHORISED EXPENDITURE - 2016 J
FY 2015 FY 2016

Title |Revised Budget |Total Actual |Net Saving |Overspending|Revised Budget |Total Actual NetSaving  |Overspending

LCDF 23,150,425 | 23,150,424 1 36,333,050.00 | 35,333,050.00 5

0B 1,708,761 1,797,285 1,989,429.00 1,972,140.48 17,28852

PSO 602,290 637,668 727,667.00 724,453.08 321392

JUDICIARY 1,650,030 1,654,347 1,766,033.00 183369168

KPPS 7,262,784 | 7,329,687 7,736,542.00 | 7,890,271.15

PSC 241,818 256,698 249,123.00 242,925.25 6,197.75

MFAI 2,178,571 2,745,375 2,301,878.00 |  2,332,288.28 30,410.28

MIA 2,229,210 | 2,208,340 20,870 2,422,135.00 |  2,407,47559 14,5941

MELAD 2,999,994 | 2,999,705 289 3,243,609.00 |  3,259538.29 5

MM 3,066,410 | 2,809,029 257381 3,419,042.00| 334048496| 78557.04

MCIC 1,480,721 1379473 | 101,248 1,659,281.00| 156396566 | 9531534

KNAO 595,236 561,987 | 33,249 753,883.00 737,595.75 16,287.25

OAG 689,188 708,142 8,954 745,243.00 74087641 4,366.59

MFMRD 2,279,744 | 2020278 | 259486 2,684,603.00 | 236532540 | 31927760

MOH 15,522,764 | 17,792,976 2270212 21,477,30500| 22,047,21391

MOE 20,152,235 | 19834251 | 317984 22,307,956.00 | 21,770,08561| 537,870.39

MCTTD 2,677,655 | 2,666,059 11,596 3,149,294.00 |  3,154,45231

MFED 6438994 | 5864200 574,794 3,199,805.00 | 3,261516.43

MWYSA 1,524,060 | 1531335 7275| 1,709,19800| 167653354 3266446

MPWU 2,386,335 2,390,739 2,776,563.00 2,779871.37 - 3,308.37

MLHRD 3,684,455 | 3,684,938 4,665,254.00 | 4,561,746.06 | 103,507.94

MLPID 3175031 | 2828832 346,199 3,480,378.00 | 3411,734.46 £8,643.54

DEBT SERVICING 667,800 | 1,248,999 531,199 1,149,693.00| 1,762506.44

OTHER GOVT EXPENSES 29,417,304 | 24,626,469 | 4,790,835 46,667,689.00 | 43,757,776.34 | 2,909912.66

OoPL 326,502 403,843 458,035.00 443,184.89 14,850.11

TOTAL excluding contri.to RERF | 136,208,317 | 133,231,079 | 6713912 |- 3736574 | 177,072,588.00 | 174370,703.34 | 4,222,612.52 |- 1 520,727 56

Based on the Annual Account 2016 submitted by MFED the total overspent/unauthorised expenditure incurred was

$1.52m. However the audit confirmed that this year 2016 overspent/unauthorised was below the total

overspent/unauthorised expenditure reported in last year 2015 of $3.73m, thus resulting in a decrease in value by
$2.21m. Although, the level of overspent was decreased from 2015 to 2016 significantly by $2.21m there were some
Ministries that had still not exerted any efforts in trying to operate within their approved budget.

1X) HUGE OVERSPENT/UNAUTHORISED EXPENDITURE BY MINISTRIES - 2016

It is evident from the above table the total unauthorised spending in 2016 as well as the number of Ministries have
reduced by 50% when compared to 2015 although two Ministries and Debt Servicing had incurred spending far more
than they overspent in 2015. Details of this unauthorised expenditure by Ministries/Offices are further elaborated in
subsequent sections herein.

X) OTHER GOVERNMENT EXPENSES

The total net saving under this account as could be witnessed from the above table has dropped from $4.79m (2015)
to $2.91m (2016) respectively, a further decrease of $1.8m was realised as a result. It is evident that in 2016 there
were some outputs specifically stated under this expense account that had been unnecessary inflated. Hence the
supplementary budget approved for this account seemed to be unnecessary and should not have been approved in
the first place, re’ table above.
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REPORT OF THE AUDITOR GENERAL ON THE 2016 GOK ANNUAL ACCOUNT PART I

‘ XI) COLLECTION OF REVENUE/RECORDING OF ARREARS OF REVENUE

Despite rules and regulations in respect of revenue collection, some Ministries have not been very efficient in
collecting their revenue and thus had failed to meet their approved revenue estimates. These regulations resemble
internal controls over the collection of revenue and they are also designed for effective and efficient collection of
Government revenue. Further, another most common problem that leads to poor revenue collection relates to the
poor performance of staff concerned either in their commitment towards their job or the failure in ensuring proper
and regular monitoring of staff performance. Thus the problem of poor revenue collection stems from the inability of
some Ministries to comply with such regulations. One notable example is Revenue from Land lease/rent, which |
believe should be able to reduce Land rent Government paid to land owners, has not been properly managed nor
monitored regularly.

It is therefore of paramount importance that management or revenue staffs should comply with the existing
regulations relating to revenue collection so that effective and efficient collection of Government revenue is made
timely. Those staffs whose performance deemed poor should be trained or reprimanded if no improvement is noted in
future.

l Xil) SUMMARY OF COMMON ISSUES ACROSS LINE MINISTRIES FOR YEAR 2016

Listed below are some common issues that had been detected across Line Ministries when performing this year’'s 2016
audit:

1 Under collection of revenue

2 Excess spending above approved budget

3 Lack of reconciliation between MFED and line Ministries’ records which resulted in variances of certain outputs

4 Failure to comply with Imprest policy thus resulted in unrealistic outstanding Imprests and created difficulties in
identifying non compliers thus would increase risk of loss of public funds

5 Non-compliance with the 2 Year leave entitlement policy

Contravene and/or non-adherence to relevant provisions of the Procurement Act

Failure to update and maintain the vote ledger (FR 2011} and provide when sought by auditors

Failure to maintain and update log books and produce when requested by auditors

(o le o BN o)

Misallocation of payments

10 Unavailability of payment vouchers and supporting documentations for audit verification

11 Absence of proper controls on the issuance of bus tickets

12 Unsigned salaries and not returning salaries (Payroll} or salaries paid without authority

13 Failure to prepare bank reconciliation

14 Unavailability of bank audit certificate

15 Un-recorded, un collected, not updated Arrears of Revenues

16 Past years’ outstanding dues paid in the current fiscal years

17 Unsupported payments of employees’ salary

18 Failure to update and recording purchased goods and items in Ministries’ asset/store register.

19 Arrears of revenues (Outstanding sublease) — failure to instigate stringent collection mechanisms

20 Ration - No proper stocktaking conducted by respective Supervisors

21 Failure of management to regularly review works of their subordinate accounting staff
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I) Legislative compliance

We noted not much attention was paid to the provisions of governing legislations and regulations by
Accountable/Accounting officers therefore we highly recommend that all supervisors should make sure their
accounting officers have on hand and observe governing legislations to guide them when managing public funds. We
also recommend that induction training is conducted by Ministries/Offices every beginning of the year to all their
accounting staff on the relevant provisions of CAP 79 and the Financial Regulation as well as standing policies relevant
to the issuance of financial instruments.

I1) Breaches of significant legislation

During the audit, our main focus is on the Government of Kiribati financial reporting obligations. As part of our
planning we identified CAP 79, the Public Finance (Control and Audit) Ordinance 1976, and Financial Regulation as key
legislation and regulation to which Accountable Officers (AO) should comply. While our focus is on financial reporting
obligations, we do maintain an awareness of other legislations that impact on the government Ministries.

We noted the following provisions of CAP 79 have not been adhered to:

a) Receipt of Revenue
Non-compliance with CAP 79 Public Finance (Control and Audit Ordinance) 1976 as amended Section 36 (1)
Under this section:

“the accounts of the receipt of revenue by the Departments of Government and the accounts of every receiver
of money which is by law payable to the Government shall be subject to examination by the Auditor General in
order to ascertain that adequate regulations and procedures have been framed to secure an effective check on the
assessment, collection, and proper allocation of revenue, and the Auditor General shall satisfy herself that any such
regulations and procedures are being duly carried out.”

It is very difficult for auditors when auditing Ministries’ or offices’ records to check the accuracy of revenue
collected or receipted in FY 2016. Most of the ministries and departments relied on the records of MFED. It is the sole
responsibility of the ministries or departments to maintain their revenue records for audit purposes and to regularly
reconcile their records with that held by MFED. It was also noted not all accounting officers that collect revenue keep
records of the arrears of revenue.

b) Non- compliance with Financial Regulations (FR)

e Section 168
“It explains that every accounting officer (AO) shall maintain a vote ledger so as to show at any time in report of every
sub-head of a head, as applicable, under his control: (a) the amount authorised including any supplementary
authorisation, virement, etc.”

Audit found that this accounting record had not been maintained by most of the Ministries/ departments to record

their spending against the budget leading to un-authorised expenditure or over spending made by most Ministries/
Offices in 2016.
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e Chapter 17 - Section 341 and 346 (1) and (2)
“It states that Boards of Survey (BOS) will be held after the close of business on the last working day of each financial

year and before the opening day of business on the first of the new financial year to examine the cash as defined in

regulation 101 and bank balance.”

“Also, the annual BOS is required to check the cash book and register of stamps, as applicable, by casting entries for the
month and verifying balances with the actual cash and stamps etc, on hand.”

“Surprise boards shall be subject to such conditions and shall carry such verifications and checks as may be detailed on
their appointment.”

Audit noted that no annual or surprise boards of survey convened on the last working day or at any time appointed by
of each financial year. Most of the Ministries/ offices failed to conduct the BOS as required by these regulations.

Moreover, there are many relevant sections or provisions of the Financial Regulation and some are clearly mentioned

in this report, which were found to have not been regularly followed by those staff concerned. Complying with such
regulation would contribute a lot to generating a reliable and accurate financial report.
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Apart from the audit scope above, a comparative analysis of revenues and expenditure for 2016, in respect of all
Ministries/Offices’ outputs and other government expenses as disclosed in the Management Report together with the
result of the audit carried out in respective of Ministries/ Offices are provided below.

Findings and Analysis:

1.1 AUDIT OPINION J

A QUALIFIED AUDIT OPINION is issued for the Office of Te Beretitenti for the year ended 31 December 2016 “Except
for” the effects of the maters as discussed in detail from 1.3 below.

1.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS

2

The following issues were noted as the causes of the audit opinion issued on the performance of the Office of Te
Beretitenti in the fiscal year 2015:

Issues Solved/Addressed Status of the issue in 2016 audit
e QOverspending of expenditure
budget 2015. Solved/Addressed OB reported net saving
e lack of proper control in
managing bus tickets. Solved/Addressed Improvement noted
e  Failure to retire special Imprest
withdrawn within 10 working Improvement in the recovery -
days as required. process
e Unavailability of documents. Solved/Addressed
e Payroll-Unsigned salaries/not Solved/Addressed
rehined s‘alanes » MFEF." : Log book maintained but failed to
e Not updating and maintaining of Grs o
fog hedls. fill in mileage meter.

| 1.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT |

The following significant matters have been raised for your attention and comment:

| 1.3.1 CONTROL OVER EXPENDITURE | |

Findings and analysis:

| 1.3.1.1 OB BUDGET SUMMARY AGAINST ACTUAL EXPENDITURE |

Year e 2015| 2016
Budget | $1,485,797.00 | $1,708,761.00 | $1,989,426.55 —
Actual | $1,700,326.00 | $1,797,284.50 | $1,972,140.48

($214,529.00) | ($88,523.50) $17,286.07
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| 1.3.1.2 COMPARATIVE LINE GRAPH BUDGET EXPENDITURE ESTIMATE AGAINST ACTUAL
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From the above Egi:r_m‘ggrgiive g;;ph, an increase of S2SOk for 2016 ($223k in 2015) in the budget was again granted to
the Office of the Beretitenti, and it is pleasing to note that the Office of Te Beretitenti had managed to control the

level of its expenditure within its budget allocation for the first time and that had resulted in a net saving of $17k.

Therefore, management must be applauded for such great achievement.

| 1.3.1.3 OB EXPENDITURE AGAINST BUDGET BY DIVISIONS - 2016

Output Division Budget Actual (Over)/Under

E09201 Administration $1,233,499.00 | $1,227,750.65 $5,748.35

E0S02 Support Service $189,995.00 $188,76141 $1,233.59

E0903 Com.munication = $72,556.00 $70,003.40 $2,552.60
relations

E0904 Meteorological $423,401.00 $422,142.19 $1,258.81

E0905 Strategical National Policy $69,978.00 $63,482.83 $6.495.17
Total $1,989,429.00 $1,972,14048 $17,288.52

B.3.1.4 OB COMPARATIVE BAR GRAPH OF BUDGET EXPENDITURE ESTIMATE AGAINST ACTUAL BY DIVISIONS 2016

As depicted in t
should be commended for such achievement.
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1.3.1.5 IMPREST

=

Findings and analysis:

The audit noted that the following officers had failed to retire their Imprests within 10 consecutive working days upon
return from their official travels. However, the audit noted a decrease of $54,622.63 in the outstanding Imprest
($434,329 in 2015 and $380,665.70 as at end 2016) indicating speedy recovery has been imposed by management.
Details of such are provided in the table below:

PF # Current DEC NOV ocT Before OCT | UNALLOCATED
2005193 | 1,310.00 1,755.60 3,065.60
91093 | 2,050.00 (5.00) 2,085.00
2009224 32,827.93 (4,830.01) 27,997.92
2009240 470.00 (1.86) 468.14
409006 380.00 615.00 995.00
2014068 | 2,540.00 10,243.00 (5.03) 12,4 F5.91
2005156 | 180.00 7,740.00 (687.00) 7,233.00

$6,120.00 S 00 $380.00 | $53,651.53 | $(5,528.90) $54,622.63

Implications:

Failure to retire Imprest within 10 days after return from official trips is a breach of FR11 requirement and would

increase the risk of accumulation of loss of funds particularly from those being issued with Incidentals.

Failure to retire Imprest on a timely manner could cause undue hardship on officials in future in paying back the

accumulated debts and thus could adversely affect government coffer.

Possible loss of public funds would result from retiring civil servants who still had not bothered to retire their Imprests

AND this could distort the Government’s annual accounts as such full amounts would appear as advances in the

balance sheet.

Recommendations:

v'  Imprest retirement policy should be enforced by management and/or accounting officers and
officers traveling should be reminded to retire their Imprest upon arrival within 10 consecutive

working days.

v" Management should maintain a register for Imprests issued for monitoring and recovery

purposes.

¥v" Management should not issue Imprest for subsequent travels unless the officer had retired all

past Imprest, had no outstanding dues or had made arrangements for recoveries.
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Management response:

Management continues to remind employees with unretired current imprest within the 10 working days together with those

employees that have dues for prior years. Reconciliation to clear past dues incidentals for uncleared employees has been

accounted for recoveries. Cases like thisare rare and records were been well maintained in PF and through Finance. Maintaining
f imprest registry is currently a practice in the current year. Management will ensure to avoid further imprest withdrawal with

outstanding dues.

1.3.1.6 DATABASE/ACCESS RECONCILIATION ISSUE (PAYROLL)

Findings and analysis:

Audit noted that reconciliation issue was still the case that had resulted in the variance existed after extracting the
total balance in the Ministry’s Pay costing and the MFED General ledger under different allocations as per details
appearing in the table below:

Allocation GL(Actual) Pay Costing Variance
E0S01 161,760.28 168,536.15 (6,775.87)
E0S02 26,294.30 40,359.50 (14,065.20)
E0S03 15,171.00 6,643.00 8,528.00
E0S04 175,613.74 201,585.30 {(25,971.56)
E0905 36,031.10 12,303.50 23,727.60

$ 414,870.42 S 429,427.45 (14,557.03)

Implications:

In the absence of regular reconciliation, the amounts shown in the annual accounts, which are MFED’s, would be

incorrect as they would not present a true net value/balances and could lead to Disclaiming the accounts for reasons

as detailed below:

i) Where Pay costing (i.e Ministry’s figures) figures are higher than MFED’s, and payments were actually

made to the respective recipients, the cash flow would be understated in MFED's records.

ii) The above would be prone to misappropriation of public funds.

iii) Where Pay costing is lesser than MFED’s, the cost to the government’s coffer could either be

erroneously inflated and would increase risk of fraud OR misallocation had arisen which would impact

on the budget preparation for the next following year.

Recommendations:

¥" In conforming to FR2011 chapter I, management must maintain and regularly update its
database/access to ease reconciliation with records held by MFED.

v" MFED should ensure postings into the GL are all correct, resemble Ministry’s PVs and reliable.

v" MFED should also find the root cause of these issues and take corrective action on concerned
staff.

Management response:
Management will adhere to recommendations outlays in the report and to take corrective actions for improvement and to

penalize responsible employees,
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| 1.3.1.7 106 BOOK

Findings and analysis:

After reviewing the log book it has been noted the driver maintained a log book but failed to update and fill in the
mileage column so made it difficult for the auditors to scrutinize the movements of the vehicle on a daily operational
basis.

Implication:
Failure in maintaining a goVv't vehicle’ log books would increase the risk of misuse of gov't vehicles and increase in cost
to the budget.

Recommendations:

v" The audit recommends that the driver should fill in all columns shown in the log book for the
interest of completeness in the monitoring system.

v" Management should also consider implementing an alternative monitoring mechanism for fuel
consumption; an example is the issuance of a ticket each time refueling of a vehicle is needed
and to arrange with one petrol depot for refueling.

v Accounting officer has to remind drivers to return their log books at year end to the accounting
unit for management references and audit purposes.

v" The audit recommends that the log book for vehicles used by Ministry should be maintained and
updated by the driver or those driving the vehicles.

Management response:

Management will advise and convey to the current driver to complete filling of the log book and will also make a regular
inspection to the log book.

Currently there is no system for the issuance of ticket for refuel; Management will adhere to as per the recommendation.

Log books will be maintained with complete fill in and sign by responsible staff and to be well kept in office for future auditing
purposes,
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Findings and Analysis:

2.1 AUDIT OPINION

AN UNQUALIFIED AUDIT OPINION is issued for the Public Service Office for the year ended 31% December 2016 with
“Emphasis of matter” as discussed in detail from 2.3 below.

2.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS

The following issues were noted as the causes of the audit opinion for PSO performance in the financial year 2015 as

follows.
Issues Solved/Addressed - | Status of the issue is the 2016 audit
B Excess spending over estimate | Solved/Addressed Report a net saving.
budget.
= Misallocation of Payment Solved/Addressed Improvement in the recording
procedure.
Temporary file requested for Solved/Addressed Improvement in the recording
audit are not available system.
KPF contribution reconciliation | Not solved/Addressed No improvement in the system.
TWC_’ year leave policy Improvement in the annual leave
=2 entitlement Solved/Addressed taken by concerned staff.

| 2.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT ' ' 1

The following significant matters have been raised for your attention and comment:

| 2.3.1 CONTROL OVER EXPENDITURE |

‘ 2.3.1.1 COMPARATIVE EXPENDITURE SUMMARY TABLE FOR 2014-2016 |

2016

Budget $600,987.00 $602,290.00 $727,667.00
- Actual $666,702.00 $637,668.00

; . . $724,453.08
— Var Under/{Over) ($65,715.00) ($35,378.00) $3,213.92
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2.3.1.2 PSO COMPARATIVE LINE GRAPH OF BUDGET ESTIMATE AGAINST ACTUAL 2014 -2016
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The above graph portrays the trend of expenditure against the estimated budget for years ending 2014 to 2016. It is

pleasing to note that with a much more increase and realistic budget PSO was able to manage and control the level of

its spending compared with the outcome over the past two years (2014 to 2015); the result of which turns out to

report a net saving of $3k. Therefore, management should be extoled for such correct prediction.

Further, the audit also noted that PSO had an increased budget of $61,500 from its original budget of $666k to a
revised budget of $727k. The audit is of the view that the amount of $61,500 was an approved supplementary for PSO

but as comfirmed such amount was not amongst those approved in the supplementary appropriation bill in 2016.

(refer to supplementary bill as approved by Parliament).

| 2.3.1.3 PSO EXPENDITURE AGAINST BUDGET FOR DIVISIONS — 2016

-

Divisions Administration ::":::pﬁ:‘r’:“es -
Budget $  565,164.00 $ 162,503.00 | & 727.667.00
Actual 5 563,200.68 S 161,252.40 3 724,453.08
Variance{Cver)/Under s 1,963.32 S 1,25060 | S  3,213.92
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The above data displayed the level of budget estimate against actual spending by divisions. As clearly stated two
divisions, Administration and Human resources development had operated within allocated budget thus contributed
to the overall saving of S3k.

Management response:
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2.3.1.5 OU TSTAND!NG IMPREST

Findings and Analysis:

The accumulated outstanding Imprest of $26,536.71 to 2016 was noted during the audit in respect of some officers
selected, re list below:

NAME Amount (5)
Officer 1 10,939.01
Officer 2 168.05
Officer 3 156.74
Officer 4 784.45
Officer 5 604.97
Officer 6 369.96
Officer 7 225.00
Officer 8 1,629.01
Officer 9 335.00
Officer 10 7,449.22
Officer 11 1,600.00
Officer 12 2,275.30
Total $26,536.71

As confirmed the above outstanding Imprest had still not been retired or cleared by the respective officers until to
date. Therefore, management should ensure the above officers retire their outstanding Imprests and recovery is
arranged as soon as practicable so any outstanding dues, if any, are cleared.

Implications:
e Not clearing or recovering outstanding Imprest in full would have an effect on the cash flow of Gov't.

e Not retiring of Imprest within the 10 days’ grace period and if officers are still issued with Imprests is a total
breach of Financial Regulation 2011 and Imprest policy.

Recommendations:

e Management should ensure the officers concerned arranged for immediate retirement of their Imprests and
where any dues are payable to government, to arrange immediate recovery.

e  Further Imprest will not be entertained to the above officers until arrangements have been made to clear the
outstanding Imprests.

o  Management should have an Imprest register for ensuring timely retirements of Imprest from those that have
returned from official trips.

Management response:

Management will need to work on this finding to clear the dues with concern officers and request KAQ to give time until
December for a final management response if possible. Otherwise, will report on the progress of the reconciliation to Auditor
General or PAC

31| Page



REPORT OF THE AUDITOR GENERAL ON THE 2016 GOK ANNUAL ACCOUNT PAR"

Findings and Analysis:

3.1 AUDIT OPINION

A QUALIFIED AUDIT OPINION is issued for the Judiciary for the year ended 31 December 2016 “Except for” the effects
of the maters as discussed in detail from 3.3 below.

3.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS

The following issues were noted as the causes of the audit opinion issued on the performance of the Judiciary in the
fiscal year 2015.

Issues Solved/Addressed Status of the Issue in 2016
audit report
Excess spending Not solved/Addressed

| 3.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT = .= = |

The following significant matters have been raised for your attention and comments:

| 3.3.1 CONTROL OVER REVENUE

| |

i 3.3.1.1 JUDICIARY SUMMARY REVENUE COLLECTION

$74,400.00 $90,000.00 $90,000.00
$45,101.90 $138,172.84 | $817,251.28
$29,298.10 ($48,172.84) | ($727,251.28)

i 3.3.1.2 COMPARATIVE LINE GRAPH OF BUDGET REVENUE ESTIMATE AGAINST ACTUAL
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The above table and graph showed that the Judiciary has a steady budget level of $90k in 2016 and 2015 while the
actual collection had increased significantly from $138k in 2015 to $817k in 2016. Therefore, management must be
commenced for such improved performance and encouraged to continue maintaining such level of collection in future
years.

%“x %}xﬁb&ﬂ%&
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3.3.1.3 REVENUE AGAINST BUDGET BY DIVISIONS 2016

S Revenue
code Divisions o, Budget Actual (Over)/Under
C110101 | Judicial Services | Court fines $20,000.00 $652,938.00 $(632,938.00)
Magistrate
€110102 | Services Coust:fem 270,00000 | 3164,313.28 | <o) 313 28
Total $90,000.00 $817,251.28 $(727,251.28)

3.3.1.4 COMPARATIVE BAR GRAPH OF BUDGET REVENUE ESTIMATE AGAINST ACTUAL BY DIVISIONS

As evidenced from the above graph both revenue generating divisions surpassed their estimates thus resulting in an
over collection of $727k therefore senior management of these respective divisions should be commended for such
notable achievement.

Recommendation:

Management should continuously exert efforts so to generate the level of revenue in future years
to come.

Management should ensure its budget level is aligned with the perceived activities its divisions
would embark upon in future years.

Management response:
The revenue for 2016 surpassed the estimation as reflected in the 2016 Budget resulting in the revenue collected to significantly

increase ($727k more than the estimate)
This resulted from the usage of new fees for the Magistrates Courts throughout Kiribati and secondly for an increase in criminal

fines in the Magistrates Courts. The amount of increase under the Judicial Services budget head should be an increase under the
Magistrates Court in which the new court fees have bheen introduced.
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3.3.1.5 ARREARS OF REVENUE

Finding and Analysis:

The accountant was unable to provide the list of revenue arrears upon request for the year ended 2016 thus had
prevented auditors from carrying out further testing on the revenue for the Judiciary. Therefore, reasonable
explanations should be provided from the concerned Ministry i.e. Judiciary.

Implications:
e Failure to provide list of arrears of revenue would not provide the actual dues to government and could create
unfairness on the compliant clients.
e Failure to maintain the list of arrears that have been incurred is a breach of the provisions of the FR 11.
e Prompt recovery of arrears of revenue would reduce the risk of revenue foregone as time of recovery would
be within the Statue limitation bar of 6 years.

Recommendations:
v' Management should have a database kept, updated and readily available for future access.
¥" Management should have a stringent follow up policy and recovery mechanism on late
payers
v" Management should ensure it does regular checks on its accounts staff to ensure full
compliance with the provisions of the FR 11.

Management response:
As discussed in the exit meeting, this issue concerns the criminal fines which have not been paid to date. In legal sense, the fines

should not be considered as court ‘revenues’. The practicality of ‘criminal fines’ is that the convict should pay to the republic a fine
decided by the court. If not, the convict will then be sent to prison to serve a term of imprisonment. Once the convict is
imprisoned for failing to pay his or her fine, such fine is cleared.

The court is working on creating a process in which it would be more easy and efficient in knowing who has pay his or her fine and
if not, to be send to prison. It is difficult to always update with this statistic given that the Police (prosecutors} are the ones to
ensure compliance with court orders (paying a fine}

Most pending fines are results of minor offences or summary offences. The Judicial administration has introduced a system where
fines are paid forthwith at the completion of a particular summary offence’s litigation. Failure to do so will result in immediate
imprisonment. After this system was put on trial for one month, it was seen as a major prevention to the pending fines for minor

offences.

| 3.3.2 CONTROL OVER EXPENDITURE |

[ 3.3.2.1 JUDICIARY BUDGET EXPENDITURE SUMMARY | -
Year | . 2014 i 2015 s
B"éet_ = $1,923,619.00 $1,650,030.00 |  $1,766,033.00 _
Actual - s $1,673,934.00 $1,654,347.49 | $1,833,691.68
Varian;g_'wdér)(.(}ver;}' = $249,685.00 _ (54,317.49) (567,658.68) )
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I 3.3.2.2 COMPARATIVE LINE GRAPH OF BUDGET EXPENDITURE ESTIMATE AGAINST ACTUAL

As depicted above the actual expenditure had skyrocketed from $1.65m in 2015 to $1.83m despite a slight increase in
the budget from 2015 by $116k and this resulted in an excess or unauthorized spending in 2016 by $67,658 (budget
$1.76m less actual of $1.83m). Management explanation is therefore sought here.

| 3.3.2.3 EXPENDITURE AGAINST ACTUAL BY DIVISIONS 2016

Code Divisions Budget Actual (Over)/Under

E1101 | Judicial Services | $ 429,022.00 S 564,535.76 s (135,513.76)
Magistrate

Ei102 | Services > LpRELy | ¢ WS |4 61,786.27

E1103 Administration S 292,340.00 S 286,271.19 S 6,068.81
Total S 1,766,033.00 S 1,833,691.68 S (67,658.68)

lis’.z.d COMPARATIVE BAR GRAPH OF BUDGET EXPENDITURE ESTIMATE AGAINST ACTUALBY DIVISIONS 2016

As illustrated above, the Judicial services 01 was the only division that exceeded its budget allocation by over $135k
whereas the remaining divisions; Magistrate 02 and Administration 03 had saved the budget by $62k and $6k
respectively.
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Recommendations

¥v" Management should encourage all its divisions to continuously keep their spending within
their budget allocations to avoid incurring unauthorized spending.

v" Management should ensure its budget level in future is aligned with the activities of each of
its individual divisions.

Management response:

Management acknowledgment an overspent of its budget in 2016 of $67,658.68, a significant increase compared with its spending
in previous years. As set out in the audit report, the Judicial Services 01 was the only division that exceeded its budget allocation
by over $135k.

The first overspent as stipulated in the financial statement (attached as appendix) of Judicial shows an overspent of $33,931.74 in
the overtime which is basically from the Judicial services budget head. This concerns the 2 Police drivers and bodyguard for the
Hon. Chief Justice and Hon. Judge of the High Court. Management would like to clarify that little could be done for the overtime of
these police officers as the contract of service for the two Judges of the High Court provide these judicial officers with drivers who
will do what is needed by these judicial officers in terms of transportation (chauffer duties).

The other core reason for spending over the budgeted allocation is poor advice from our Account division on our financial position
resulting in excess office materials purchasing toward the end of the financial year 2016. As discussed in the exit meeting, as usual,
the Judicial would use its extra budget toward the end of a particular year to purchase office stationeries and other needs of the
office. This was again done in 2016 toward the end of the year based on the advice of its Accountant that time that there Is
enough budget allocation to continue purchasing office materials. Because the Accountant that advised the administration is an
expert in finance sent by the MFED to assist the Judiciary, the advice was taken without knowing that it will lead to an excess in
spending.

In addition, we saw a lot of changes to our Accounting division in terms of staffing by MFED. This practice of immediate exchange
of Accounts staffs has impacted Judiciary in terms of poor reconciliation of accounts as in the case with our 2016 account leading
to poor advice given to the administration.

The recommendation about reconciliation discussed during the exit meeting in on top of our agenda in ensuring that it is done
properly and to be reflected in their monthly reports to the Senior Responsible Officer.

|3.3.2.5 OUTSTANDING IMPREST

Finding and Analysis:

The audit had selected 7 officers from different divisions under the Judiciary to perform its testing primarily on their
outstanding imprest. It was confirmed after the checking that officers had failed to retire their imprests within 10
working days upon their arrival as evidenced by the reporting of the total outstanding imprest of over S$11k as
reflected in the table hereunder:

Name Amout Status after response received
$1620.00 — needs copy of retirement of this
Officer 2 S 1,828.05 o/s dues
Officer 3 S 1,165.00 $870.00
Officer 4 $ 1,265.75 $360.00
Officer 7 S 2,510.90 837.09
Officer 8 $ 3,170.00 3,170.00
Officer 9 S 965.00 560.00
Officer 11 S 196.36 196.36
Total S 11,101.06 57,613.45
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Implication:

Untimely retirement of imprest is a non-compliance with the provisions of the Financial Regulation 2011, and would
weaken the strength of the cash flow of Government.

Recommendations:

v" Management retirement policy should be enforced by the account unit and /or recovery
should be made especially for those who had accumulated huge outstanding imprest.

v'Management must maintain a register for Imprest to monitor the retirement by officials.

v Management must ensure that all imprests are retired after 10 working days from the date
the officer returned from official trip.

Management response:
Refer table above.
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Findings and Analysis:

| 4.1 AUDIT OPINION

A QUALIFIED AUDIT OPINION is issued for the Kiribati Police and Prison Services for the year ended 31% December
2016 “Except For” the effects of the matters as discussed in detail from 4.3 below.

4.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS

The following issues were noted as the causes of the audit opinion for the Kiribati Police and Prison Services

performance in the fiscal year 2015.

Issues Solved/Addressed Status of the issues in the 2016 audit
Revenue under collection Solved/Addressed Improved revenue collection.
Weaknesses in the revenue system. Not Solved/Addressed GRR not maintained.

Outstanding imprest Not solved/Addressed Improved recovery from imprest holders.
Ration{Patrol RK Teanoai) Not Solved/Addressed Poor control and supervising of ration.

| 4.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT

The following significant matters have been raised for your attention and comment:

| 4.3.1 CONTROL OVER REVENUE

i 4.3.1.1 KPPS REVENUE SUMMARY COLLECTION 2014-2016

ol - WiST s 016
Budget $76,200.00 $67,200.00 $67,400.00
Acmal $80,202.50 $56,183.42 $75,668.65
Variance Under/(Cver] ($4,002.50) $11,016.58 ($8,268.65)

| 4.3.1.2 COMPARATIVE LINE GRAPH OF BUDGET REVENUE AGAINST ACTUAL

As per graph above it was clearly indicated that the KPPS has performed well in 2016 having exceeded its revenue
collection by $8k compared to a shortfall of $11k in 2015. Therefore, management must be acclaimed for their efforts
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and tireless commitment to ensure that the KPPS collected more revenue in 2016.

Management response:

This happens because a strong mechanism now exists whereby controlling of the road for users has been controlled and

monitored for noncompliance.

lPace
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4.3.1.3 KPPS REVENUES AGAINST BUDGET BY DIVISIONS

Divisions Administration Search and Rescue Total
Budget S 62,400.00 S 5,000.00 $ 67,400.00
Variance(Over)/Under | $ (13,268.65) S 5,000.00 S (8,268.65)

4.3.1.4 COMPARATIVE GRAPH OF BUDGET REVENUE AGAINST ACTUAL PER DIVISION

= Budget

= Actual

g Administration Search and Rescue ]
! |

The graph above indicated KPPS has two divisions that generated revenue and the non-collection by one was absorbed
by the other division’s excess collection, thus resulting in a net increase over the budget by $8k. Management should
ensure its budget is aligned with the activities its divisions will perform in future years.

Management response:
Patrol Boat seemed too high for hire hence no Ministry especially Ministry of Information, Communication Transport

and Tourism Development for Search and Rescue but prefer to pay fuel, ration etc., instead of hire.

4.3.1.5 REVENUE RECORDS AND DOCUMENTS

Findings and Analysis:
When conducting the audit verification for revenue records and documents it was noted that there were weaknesses
found as indicated below:

» General Receipt Register was not maintained as evidenced when requesting for the register to verify the
number of Receipt Books that had been collected from the Ministry of Finance, those been used and stock on
hand.

Implications:
> The absence of revenue records and other supporting documents would raise doubts on the accuracy of
Records provided.
> Failure to maintained GRR would trigger the problem on cash custody and this could lead to the
misappropriation of cash

Recommendations:
> Management must ensure all documents are fully supported, maintained and kept for future audit reference.
> Management must ensure its officials are fully conversant and comply with the provisions of the governing
laws and FR 11.
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Management response:
Already there is a Register on hand but due to no handing over between the former and new Cashier hence this

comment. We’ll make sure to update our 2017 register, keep in safe place and available whenever wanted and make

sure proper handing over is done before transfer takes place.

| 4.3.2 CONTROL OVER EXPENDITURE

| 4.3.2.1 KPPS EXPENDITURE SUMMARY AGAINST BUDGET FOR 2014 TO 2016

. — Nl 2015 2016
B.udgét = ; $7,111,483.59 $7,262,784.00 $7,736,542.00
Actual = $7,136,000.43 $7,329,687.00 $7,890,271.15
Variance Under/{Over} (524,516.84) ($66,903.00) ($153,729.15)

| 4.3.2.2 COMPARATIVE LINE GRAPH OF BUDGET EXPENDITURE AGAINST ACTUAL 2014 70 2016
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It is clearly reflected from the above comparative expenditure analysis that for the last three years (2014-2016) KPPS
has continually operated above its approved budget even when the budget levels were constantly increasing at a rapid
pace. In 2016, KPPS had incurred a huge excess spending of $153k compared to lower overspending of $66k for 2015.
Management should be more realistic in its budget level in future years to avoid incurring unauthorized spending.

Recommendations:
Management should continue to operate within or below the level of approved expenditure budget to avoid
excess spending.

Management should continuously conduct its regular reconciliation so to be able to take corrective actions,
including seeking support for a Supplementary budget, to avoid incurring over spending.

Management response;

Well the blame is on Account information when stated that sufficient fund to meet ongoing activities towards the end when in fact
not true. This is related to reconciliation not done on regular basis by the Ministry. | agree with recommendation that timely
reconciliation will give the most correct advice and management won't incur excessive spending.
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[ 4.3.2.3 KPPS EXPENDITURE AGAINST BUDGET BY DIVISIONS 2016

0 0 i i (i i/
Description | Administration | Fire Service Prin | Search and Rescue | Investisation and Prosecution | Law and Order
Buget  [§ L70AN045(S 10663O0[S  THOM5N0)S  TB%6L00S T0328400($ 374937810
Mtial (S LPMBLRB|S  165R4(S  THNSM[S T8N MRS 38071
loverfunder § (B37L08) § 10038 § oog) § (e § 030§ [57763)
1 4.3.2.4 KPPS BAR GRAPH OF BUDGET EXPENDITURE AGAINST ACTUAL BY DIVISIONS
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As highlighted above, 5 out of 6 KPPS divisions; Administration, Prison, Search and Rescue, Investigation and
Protection, and Law and Order failed to control their operational costs within approved budget estimate thus
contributed to the overall excess spending of $153k. Fire Services was the only division that managed to spend within
its allocated budget.

Management response:

This seems budget for KPPS was not enough to cater for both Personal Emolument and Operation costs. The bulk of this overspent
comes from Administration that shows more than S60K and this come from Personal Emolument, This was caused by activities
carried out every weekend and most officers were involved which cause extra hours beyond the limit of 50 for eligible officers
{level16-12). As mentioned before, if record updated this overspent may not see as management will decide on hours to be paid
according to balance available.

J1|Page
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4.3.2.5 RATIONS

Finding and Analysis:
The audit revealed a flaws and poor control over the stock ledger card when it was noted not updated and completed

by not labelling any goods supplied accordingly. It was noted too that there were leakages in supplies of goods valued
to $354.57 as indicated hereunder:

Remaining
balance last

Qty [B/0  |Description Unit Price | Total Price |  Vat Total | Quantity |Variance| year Amount
8 0 [Nestle Sunshine Milk 900g*12 1274 101.92 1274 114.66 7 1 $ 127
b 0 [Nescafe Classic Jar 200g*12 1.5 43.50 5.4 43,94 3 3 $ n715
2 0 |Crown Curry chicken 312g*48 190 45.60 5.70 51.30 21 3 § 5.70
2 0 |Local Bread 1.00 20.00 250 2250 14 6 $ 6.00
7 0 |Real cheddar cheese 500g*12 6.70 4.9 5.8 52.76 5 2 S 13.40
2 0  |Cabbage Greeneach 5.60 1.0 150 .0 1 1 S 5.60
%0 0 |Spring water L5kg*6 2.00 130.00 2250 20250 7 15 $ 30.00
5 0 |Pauls mild skim export 12*1tr 2.70 1350 169 1519 5 S 13.50
3 0 |Chicken cut 2kg*9 10.95 3285 41 36.96 2 1 $ 10.95
15 0 |chicken saveloys sausages 500g*40 410 6150 7.69 69.19 13 2 $ 8.20
5 0 |HnzSce Tomato Glass 300ml*24 131 6.5 0.82 137 1 4 $ 5.4
pL| 0  |Oxpalm corned beef 326524 4.45 106.80 13.35 120.15 17 1 $ 3L15
20 0 |Yum chicken noodles 60g*3inner*30pkt 0.36 1.0 0.90 810 17 3 $ 1.08
pL! 0  |Tripical Roasted Goose 397g"48 25 60.72 7.59 6831 14 10 $ 25.30
U 0 |HnzSpaghetty Meatballs 420g*12 180 4320 540 48.60 20 4 S 1.20
b 0 |Sunquick Exotic Fruits 840mls*6 433 2598 3.5 823 4 2 $ 8.66
0 |Trix Lemon 11tr*9 255 15.30 191 A 4 2 S 5.10
150 Fresh Egg 1.00 150 104 46 $ 46.00
) Jin Ramen (mild} 26.00 216 4 2 $ 52,00
10 Tuna slice 4.50 45,00 0 10 $ 45,00
TOTAL 129 $ 354.57

Implications:

» The absence of the ledger book simply indicated that the rations were not being utilized for the purposes as

required for RKS Teanoai
> The misappropriation of the 129 items with total value of $354.57 would raise doubts on the integrity of
management concerned with regard to the monitoring of goods for RKS Teanoai ration.

Recommendation:

Management must ensure to conduct proper review and regular cross check with RKS officers to avoid

discrepancies on records or misappropriation of any of the rations supplied.

A2 | ¢
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Management response:

Thanks for the report your office has provided. It's my deep apology towards the findings your office had identified in the report.
After going through the Chef Register this month from his last trip, we noticed that he had done his record properly which the
Commanding Officer mentioned that the auditor and our Chef were working together in trying to find better outcomes of this
ongoing issue.

The auditor’s report stated clearly that the ledger was not updated and there was so many errors in it. It's very difficult to know
exactly what the issue is because the auditor only works with the Chef. The only thing the Chef told us is that he now understands
what to do but we are surprise to get similar problem with the ration as in the past from the auditor’s annual report.

If the auditor has worked with our Captain of the Ship including the Chef, then we can immediately response to the Chef's
problems on the next trip and on the next trip and so forth as the Commanding Officer of the vessel will make sure that his staffs is
complying with the instructions.

After receiving this annual report, it shows that the Chef has fail but it would be good to have the supervisor at the time of the
audit to be presence because we can deal with the matter straight away, The only thing the Chef report to us, he is OK but as the
report is revealed, we know that the Chef has fail his responsibilities and he should be disciplined. We can identify this problem
earlier if the auditor is also working closely with our supervisors on board the Vessel and not those that are only handling such
tasks. The only report the chef provides to the office is at the end of the voyage. There is no monthly report involved with the Chef
as the basis is for every end of each voyage he has to submit his remaining to the office.

It is clearly indicated that the items totaled up to one hundred and twenty nine was unaccounted for. | can assure your office that
it hardly to misuse the rations because the ordered ration is significantly just supplying for a certain trips. The amount of ration
ordered based on the calculation to the number of days at sea, the number of the crew joining the trip and rate per head. At most
of the time the ration supplied all consumed at sea during the trip as it meant for, therefore, the misuse would hardly occurred,
Practically at end of each trip we instructed the chef to come forward to the office with remaining rations if there were on hand
upon returned. We are monitoring the rations from the time we first received until at the end of the trip. The ration issued out on
daily basis say three meals a day is not recorded. We have advise the Public Account Committee in the past years that the issue
with this is that the scale to measure number of kg or pounds in regards to rice, flour or sugar, onions etc are difficult to weigh at
sea as the scale will not work as the ship rolls heavily in the water causing errors in the scale reading. Our practice now is to record
of the items received and the remaining items after each trip.

| hope this explains the above but happy to clarify more if required.

4.3.2.6 CONTROL OVER IMPREST - OUTSTANDING

Finding and Analysis:
The audit had selected 4 officers to perform its testing on the outstanding Imprest. It was confirmed the total
accumulated Imprest for 2016 was $46k and this has increased from prior years to 2015 as shown in the table

hereunder:
Name 2015 2016
Officer 1 12,430.90 20,242.52
Officer 2 8,978.00 11,201.50
Officer 3 5,280.00 6,410.30
Officer4 3,086.70 8,573.30
Total Outstanding S 31,790.60 S 46,427.62
Implication:

*

%+ Failure to retire Imprest within 10 days and/or not retired at all after return from official trips is a breach of FR
11 requirement and would increase the risk of accumulation of funds from those being issued with excess
Imprest.

,
o

The accumulation of unretired special Imprest from previous years showed a lack of control and monitoring
over Imprest issued by KPPS responsible officers and this could ultimately increase the loss of public funds.
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Recommendation:

v/ Management must maintain a register for Imprest issued for monitoring and recovery purposes.

v KPPS should not issue subsequent Imprest to its officers until their outstanding from previous years had
been cleared.

v KPPS should have in place a strong control over imprest and to ensure that all imprest should be retired
within 10 days upon officer’s return from official trip.

Management response:
We are pleased to say that the standardized vote used now has a record that helpful when required. There is no need for Register
as this system can provide outstanding when required. It is our duty to remind officers when Imprest is due to retire and reject

fresh ones when seen outstanding.

4.3.2.7 CONTROL OVER BUS TICKETS |

Finding and Analysis:
The audit revealed a bulk of bus tickets were missing and this was largely due to the non-recording of bus tickets in the
book register used by the KPPS as shown hereunder:

Denominations Serial No. No. Of Tickets Value
90c 554701 to 554800 100 S 90.00

Fig: 1 indicating that 100 were the number of bus tickets not recorded and missing with its value of $90.00 in the

register. This confirmed the weaknesses and poor control over the bus tickets when were issued out and not recorded

in the issuance bus ticket register book.

implications:
e Bus ticket could be converted to cash and the improper or absence of an updated record to those been issued,
signature of receipt, would increase the risk of misappropriation of public funds.
e The non-recording of bus tickets is a breach of the requirement under the FR 11.

Recommendations:

Management must ensure that all bus tickets are separately recorded in the purchase bus ticket register and
issued out of bus ticket to staff must be also recorded into the issuance of bus ticket register for future references.
Management should consider reprimand actions against the officer responsible for monitoring bus tickets.

Management response:

We apologized if our Register was not clear during auditing but as confirmed after checking for the missing numbers, they were in
record except humber 554701 — 554800 that can’t be provided as in hand of Internal Audit. It was recorded in separate register
that is used for Stations in recording their ration (bus-tickets). The remaining is provided in Annex 1 for verification and

cenfirmation.
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4.3.2.8 CONTROL OVER LOG BOOK

Findings and Analysis

The log book had neither been updated nor maintained by driver of the Police. Certainly, this indicated poor control
over the movement of the government vehicles. The incomplete records had hindered auditors to carry out checks for
mileage, fuel consumption, driver’s overtime and daily movement of the vehicles.

Implication:
Failure to update log books would make it not possible for auditors to confirm claims been lodged for overtime,

refuelling and proper usages of such vehicles and could also annul claims been lodged by and paid to drivers.

Recommendations:

v Management should ensure the drivers maintain and update their log books in order to keep track the
vehicles movement from time to time

v" Management should ensure that the Office Manager checks and reviews the log book on a regular basis.

v Management should ensure it regularly review the works of its accounting officers and take appropriate
remedial actions.

Management response:;

According to response from OC Garage, they don’t have log book except that they use a different kind that record every issues or
whatever need attention that occurred during the shift period. This register they call it ASO, (abbreviation will later submit) and it
is where most of your queries be answered as every incident recorded at certain time. To conform to finding, the big bus has one

Log book now in use and can be off assistance if needed.

4.3.2.9 CONTROL OVER STORE LEDGER

Finding and Analysis:
The store ledger book was not provided and made available for the audit verification of non-expendable items
purchased for Office Equipment and Furniture.

Implications:

Management’s failure in providing such records would raise doubt on the monitoring of stores of goods been
purchased for office use.

The absence of such record or register would increase the risk of misappropriation of public assets and is a complete
breach of the provisions of the FR 11.

Recommendation:

Management needs to locate its ledger in order to be sure that the office properties are recorded and to provide it
for audit verification.

Management response:
This is our failure in not maintaining a register for this Office Equipment and Furniture. For record and approval of payment from
MFED, a Purchase Form was attached for each payment but somehow forgot to record or made an extra copy for office use. As

recommended, we will comply with finding so that future doubts on monitoring of stores will no longer exist and seen.
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4.3.2.10 LEAVE BALANCES - 2 YEARS ENTITLEMENT POLICY

Findings and analysis:

There were 17 employees from different divisions selected to perform our testing on their leave balances and all these
employees had leave balances exceeding 2 years’ entitlement. This is an infringement of Cabinet decision as per
minute no. 77/10.

Name PF/Service # Annual leave
Officer 1 2001082/42 115
Officer 2 99145/16 144
Officer 3 2008091/107 106
Officer 4 95013/242 149
officer 5 96175/284 109
Officer 6 98021/206 140
Officer 7 96179/282 110
Officer 8 2005147/291 151
Officer 9 95019/248 114
Officer 10 2012049/231 99
Oificer 11 6460 131
Officer 12 2001214 108
Officer 13 95003 101
Officer 14 2005111 105
Officer 15 91014 138
Officer 16 2005129 114
Officer 17 93171 107

Implications:

The whole purpose of the Cabinet Decision Minute 77/10 on forfeited leave balances is to avoid unnecessary drain out
of public fund. Not adhering to this decision is a violation of Cabinet instruction.

Recommendation:

Management must enforce and implement the Cabinet Decision Minute No. 77/10 in relation to the 2 years leave
entitlement to all staff.

Management should ensure staff when taking annual leave, to use up the current year’s leave entitlement first
and work backwards utilizing the prior two year’s leave brought forward balances.

Management response:
That was only a record in personnel file but when leave was actually taken, that depend upon SRO’s approval because there is a

purpose why an Employee have that leave balance.

4.3.2.11 CONTROL OVER SPARE PART OF RKS TEANOAI

Finding and Analysis:

Appended below were some items (spare parts of RKS Teanoai) including waste oil drums that indeed needed to be
disposed. As confirmed the ministry concerned had failed to notify the Internal Audit regarding the disposal of items
listed in the table hereunder. However, this is the same issue noted in my last year audit report and therefore an
explanation was required from management accordingly.
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;.Part:cul:ﬂrs - : :
Boat trailor (old) :I.

Standby senerator .
(workshop)

Shore power (old) a
Outboard motor 1 15hp i B
Speed boat (old) =2
Ligswvweld machines a
Battery Load terter (old =
stock)

Salvase pump s B

W aste Oil 5 drum

Implication:
Failure to notify the Internal Audit for conducting end of year stock take would also lead to the abuse and
misappropriation of stock.

Recommendation:

Spare parts that are in bad conditions must be disposed off proper[y by the Stock Verifier in the year the assets
were to be discarded.
Management must invite the Stock Verifier to conduct a stock take before disposing off government assets.

Management response:

First | would like to apologize for the above report which stated the failure of the PMU staff to conduct disposal without taking
into consideration the correct disposal procedures.

I still feel that there is still 2 gap which our staff are still not clear of as our understanding is during the disposal, we will need to
call an auditor to verify items that requires disposal.

As for oil drums, the KOIL are still facing the issue with stocking them in their yard and all we heard from their advice is for us to
wait for the tanker where these oil can be dispose. We have liaised with them on many occasions but they are not willing to
accept our drums until further advice.

The Old Shore power Generator is still useful in terms of spare parts within the body itself. There are bid of pieces that we still can
remove and be useful to use on the ship generator. Once this generator has been totally dismantled, then we can recommend it as
a disposal. At this stage, it is still a useful spare part for the current generator, when we encounter issues in looking for spare
parts.

The Stand by Generator is still in good condition and we are not in the stage to dispose. The Stand by Generator is a new
Generator but we will service its crank case when TEANOAI goes for dry docking in Cairns, Australia in early 2018 for repair. Once
repaired, we will mount the engines together and get it running for its purpose as to stand by for Teanoai When the Patrol boat
encounters issues with her own power,

The old Police Speed boat is now getting old and because we have received one speed boat from NZ as part of the project, we now
want to tender the boat out as there is still some values in it. Currently the boat is now kept in the Police yard (PHQ) waiting for
tender. The other aluminum boat has also been sold under the tender. This can be sighted with the Account section. There is also
a rubber nyad boat

Outboard motor 115 hp is now considered old and it would be more expensive for repair which we are also giving it away for
tender. This outboard is now also proposed for tender.

Ligweld machine — Is old but we still keep it in our yard as its parts are also useful to use if we have to order a similar one in future.
This machine is well kept inside the store room.

What we will need now is for some support and assistance from the audit office especially the stock verifier so that we can be
clear of the procedures. | would like to say that it is also good to include supervisors during the auditing or during the stock
verifying so that our boys have more understanding of the issue so that we can all have clear understanding of what we can do
right for now and the future.
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Findings and Analysis:

| 5.1 AUDIT OPINION

AN UNQUALIFIED AUDIT OPINION is issued for the Public Service Commission for the year ended 31* December 2016
with Emphasis of matter as discussed in detail from 5.3 below.

5.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS

The following issues were noted as the causes of the audit opinion issued on the performance of the Public Service
Commission in the fiscal year 2015.

Issue Solved/Addressed Status of the issue in the 2016
audit report

Misallocation of output Issue still not been addressed

| 5.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT ot e i

The following significant matters have been raised for your attention and comment:

| 5.3.1 CONTROL OVER EXPENDITURE BUDGET |

| 5.3.1.1 COMPARATIVE TABLE EXPENDITURE AGAINST ESTIMATES |

Year ‘ 2014 2015 2016
Estimates 227,901 241,818 | 249,123
Actual 238,608 256,698 @ 242,925
Variance (Over)/Under {10,707} |  (14,880) 6,198

5.3.1.2 COMPARATIVE LINE GRAPH BUDGET ESTIMATES AGAINST ACTUAL
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The above graph portrays the level of budget expenditure against actual for the years 2014 to 2016. For the first in
three years (2016) even with the appropriate increase in the budget estimate level from $241k{(2015) to $5249k(2016)
the Ministry had managed to operate within means compared with excess spending for 2014 and 2015 respectively.
Therefore, management must be highly commended for such great achievement over the past years.
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5.3.1.3 MISALLOCATIONS

| Findings and Analysis:

It was found during the audit that some payments made were indeed charged the wrong output/allocation. The issues
noted were same detected last audit thus proves responsible officer had not bothered to implement the audit
recommendation of 2015. Details of such misallocations are included in the table below:

Date Pv# Misallocation Correct code Amount
23/5/16 091/13 E13010000241 E13010000239 $95.10
N 3/8/16 043/13 E13010000241 E13010000239 $44.10
2/02/16 005/13 E13010000241 E13010000239 $24.60
029/13 E13010000241 E13010000239 $61.80

10/02/16 | 017/13 E13010000241 E13010000244 $360.00
10/02/16 | 016/13 E13010000241 E13010000239 $31.70

implications:

e Charging the wrong code (output) as per stated above is a careless mistake and would lead to incorrect over
spending of the output wrongly charged.

e Incorrect spending under the wrongly charged output would lead management astray when deciding on the
appropriate level per output for next year’s budget level.
e Charging wrong outputs raises doubts on the integrity of the accounting officer of the Office.

Recommendations:

v Management should ensure to charge a proper and correct allocation (code) according to the
nature of spending to avoid misallocation of funds.

v" Accounting staff concerned need be trained on the allocation of expenses

= v" Prior authorizing and approving payments accountable and responsible officers should
thoroughly review the nature of the payment to ensure the correct coding is being charged.

_ Management response:

No transfer being made resulting in charging inappropriate codes.

24/02/16
|
|
I
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Findings and Analysis:

6.1 AUDIT OPINION

A QUALIFIED AUDIT OPINION is issued for the Ministry of Foreign Affairs and Immigration for the year ended 31%
December 2016 “Except for” the effects of the matters as discussed in detail from 6.3 below.

6.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS

The following issues were noted as the causes of the audit opinion for Ministry of Foreign Affairs and Immigration
performance in the fiscal year 2015:

Issues Solved/Addressed Status of the issue 2016 audit

Revenue under collection. Solved/Addressed improvement in the revenue
collection.

Colossal overspending incurred by Not solved/Addressed MFAI incurred excess spending

MFAL.

Contravene of Procurement Act. Not Solved/Addressed Unavailability of payment voucher
to confirm the validity of
procurement procedure.

Not reviewing overtime docket.

Solved/Addressed Improved, overtime docket
reviewed

| 6.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT e - |

The following significant matters have been raised for your attention and comment:

| 6.3.1 CONTROLS OVER REVENUE |

| 6.3.1.1 MFAI BUDGET (REVENUE) SUMMARY 2014-2016 |

Year ' 2014 2015 | - 2016
Budget - | $100,000.00 | $105,000.00 | $83,000.00
Actual $99,370.00 $59,667.00 | $115,169.09
Variance

Under/{Oven) $630.00 $45,333.00 | ($31,369.09)

| 6.3.1.2 COMPARATIVE LINE GRAPH REVENUE BUDGET AGAINST ACTUAL 2014 TO 2016
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As evidenced above the Ministry had decreased its budget level from $105k in 2015 to $83k in 2016, a reduction of
22k but its actual collection surpassed this reduced budget by $32k (2016 budget 583k less actual $115k) and was even
higher than the budget level of 2015. This means there were additional activities not accounted for in the budget set
for 2016 that had significantly increased the revenue collection to a level even higher than the 2015 budget of $105k.
Management must be commended for such remarkable improvement and to ensure it provides more realistic budget

level for future years.

Management response:

2016 GOK ANNUAL ACCOUNT PART 1

6.3.1.3 MFAI REVENUES (ACTUAL) AGAINST BUDGET BY DIVISIONS - 2016

Division Immigration High Commission Fiji Total
Immigration & Immigration &
Revenue strea Visa fees Visa fees
other charges other charges
Budget (Rev) $58,000.00 | $ 25,000.00 §300.00 | $ 500.00 §83,800.00
Actual $107,346.59 $ 7,3377:50 $§150.00 | § 335.00 $115,169.09
{Over){Under| ($49,346.59) $17,662.50 $150.00 $165.00 ($31.369.09)

| 6.3.1.4 COMPARATIVE GRAPH OF BUDGET (ESTIMATE)} AGAINST ACTUAL BY DIVISIONS

T 0 P e

100,000.00

60,000.00

40/000.00
20/000.00 -
$0.00 -

%80,000.00

g 0; e _| = Budget
] = a0
s S 2 | mActual
] B |
Fo e
E £

. E®

Immigration

600.00 —

Immigration &
other charges

Visa fees

- High Commission Fiji |

# Budget

= Actual

As evidenced from the table above the revenue collected from visa fees far outweighed its budget by an aggregate
that absorbs under collections by other three revenue centers and therefore those managing this revenue stream
should be commended for such achievement.

For the other revenue centres management should encourage all supervisors to exert efforts so to meet the budget

estimates.

Management response:

| 6.3.2 CONTROLS OVER EXPENDITURE

[ 6.3.2.1 MFAI BUDGET EXPENDITURE SUMMARY

2ma|

T

201

$2073/00.00

$717857.00

7308780

Aciual

§2.3701a7.00

§2145,374.58

$2332.288.78

Variance Under/( v er)

(§487.057.00)

(§566,803.59)

($30410.28)
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6.3.2.2 COMPARATIVE LINE GRAPH EXPENDITURE ESTIMATE AGAINST ACTUAL 2014 - 2016
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It is evidenced management made an effort in reducing its spendir‘l?lteve[ than it incurred in 2015 but still it surpassed
its budget level by $30k, far lower than $567k in 2015 therefore management should be commended for such
achievement. However, management should provide more realistic budget level that would cater for activities its
branches would deliver in future years.

Recommendation:

The Ministry should ensure its budget level is aligned with its activities and applies for timely Supplementary to cater
for extra spending to be incurred during the year.

Management response:

With the five divisions, the bulk of the overspent was New York Mission. Planned activities have been undertaken beyond their
budget considered level, turning out to affect the overall performance, Supplementary is the only recommended option though,
but was never successful. With timely auditing of 2016, Management had also tried to adjust 2018 budget to give a more realistic
picture of the Mission and with the creation of third secretary/Senior Accountant post to oversee and handle the financial need of
the mission to aveid more complication issues that will arise in future audit.

6.3.2.3 MFAI BUDGET AGAINST ACTUAL BY DIVISIONS — 2016

Variance
Division Budget Actual
(Over)/Under

Administration $948,178.00 $947,686.00 $492.00
Immigration Sen $232,000.00 $218,126.23 $13.873.77
Kiribati High Cd $393,963.00 $459,061.44 ($65.098.44)
Mission in Taipe $367,431.00 $230,558.06 $136,872.94
Mission in New $360,306.00 $476,855.89 ($116,549.89)
Total $2.301,878.00 | $2,332.287.62 ($30,409.62)
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6.3.2.4 COMPARATIVE BAR GRAPH BUDGET AGAINST ACTUAL BY DIVISIONS- 2016

It is evidenced from the table and graph shown above that two (2) of the Ministry’s divisions had exceeded their
budget by $65k, the Fiji High Commission and High Mission Office in New York by $116k. The remaining three (3)
divisions had savings of 5492, Administration (MFAI), Immigration $13k (MFAI) and Taipei Mission $136k. Therefore
these divisions should be commended for such achievement and to be encouraged to keep the momentum in future
years.

Recommendations:

v' MFAI needs to revise its estimate budget in the subsequent fiscal year for the three divisions
which had incurred excessive overspending in 2016.

¥" Management to ensure its divisions maintain and reconcile their vote ledger with records held
by MFED on a monthly basis and make adjustments promptly to avoid incurring unauthorized
spending in future years.

Management response:

Management has thoroughly reviewed each Mission estimate for the 2018 especially relooking into the two missions that had
been overspent beyond their fiscal year estimates of 2016.

Regular vote reconciliation is one aspect that never been monitored well and adhered to in most of the divisions’ due to
overloading and shortage of staff issue in the account. This was experienced in most of the divisions whereby only a third
secretary/senior accountant handles all accounting duties from time to time. The use of computerized vote database can also
assist to generate timely and consistent monthly report if this is carefully well reviewed and maintained.

Above all, Management will try its best to conduct a monthly SMM to overview issues on all aspects of each Mission.

6.3.2.5 MISSPOSTING

Finding and Analysis:

The audit detected that some payments that relate to other Ministries’ output were incorrectly posted and charged to
MPFAI output. There were JVs been raised to adjust the miss-postings. It was confirmed that the error was actually
incurred by MFEP when posting the transactions in their records and no reconciliation was made between MFAI and
MPFED. Details of mis-posting are as shown in the table below:
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PV# Amount Details Ministry Allocation Code name

048/16 $ 241.07 |TSS OB E1401000250 Local Service

056/16 $ 48214 |TSS OB E1401000250 Local Service

42/16 $ 250.00 |TTT MCTTD E1401000241 Stationeries and Supplies
195/16 $ 119.25 |Wishing star |PSO E1401000239 Entertainment

194/16 $ 230.40 |One stop PSSO E1401000239 Entertainment

164/16 $ 2,053.13 |ATHKL PSO E1401000231 Telecomms
Implications:

e Miss-posting of transactions (code) could cause unrealistic figures disclosed in the management report and
would miss-inform management when considering budget level for future years.
e Failure to regularly reconcile management’s records could result in miss-postings been undetected.

Recommendation:

Management is recommended to conduct proper and regular reconciliation with records held by
MFED to avoid mis-postings and to be able to instantly take corrective action when deviations are
noted.

Management response.

Management agreed to the audit finding on this area and will try to monitor and review proper report on a regular reconciliation
to avoid miss-informed of the budget balances. Obvious, errors can easily be detected when regular conduct of reconciliation
activity done properly.

6.3.2.6 UNSIGNED BUS TICKETS

Finding and Analysis:
Several fundamental control procedures of issuing out bus ticket are not met and complied with by management. Bus
tickets been issued were not signed by staff concerned as per details shown in the table below:

DATE NAME 60 cents 70 cenfs TOTAL PURPOSE REMARKS
5/5/2016 |Officer 1 741803 465333 - 465335 270 |Fare fo Bonriki Unsigned Bus Fare
18/7/2016 |Officer 2 465415 - 465432 12.60 |Fare for periods 18/7/2016 - 22/7/2016) Unsigned Bus Fare
19/7/2016 |Officer3 | 741873 - 741877 465398 3.70 |Not sfated Unsigned Bus Fare
19/7/2016 |Officer4 | 741878 - 741380 1.80 | Not stated Unsigned Bus Fare
4/8/2016 |[Officer 3 741642 465471 1.30 |Fare to Nawerewere Unsigned Bus Fare
9/8/2016 |[Officer6 | 741643 - 741648 2.40 |Attending meeting af CCK, Betio Unsigned Bus Fare
$§ 24.50
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Implications:
e The absence of a control mechanism on the bus tickets, could lead to misappropriation and misuse of bus
tickets.

e Issued tickets without supportive signatures and if not detected could encourage malpractice within the office.

Recommendations:

v" Management should put in place a strong internal control to ensure that each officer must
sign bus tickets once the bus tickets had been issued out.

v"  Management should regularly check and review the tasks of its accounting staff to ensure full
conformity to the governing laws including the FR 11.

Management response:
Although this is minimal we cannot ignore that management has breached FR 11. The unsigned bus ticket will be investigated with

rmer employees assigned in 2016, Successful findings for malpractice will be a penalty to pay back

6.3.2.7 OUTSTANDING IMPREST

Finding and Analysis:
As noted, the total outstanding imprest brought forward from previous years up to 2016 has accumulated to $69k.
Details of such outstanding imprest are shown in the table below:

NAME CURRENT DEC NOV ocCT BEFORE OCT UNALLOCATED

Officer 1 36,644.56 (25,426.49) 11,218.07
Officer 2 1,634.37 1,634.37
Officer 3 500,00 500.00
Officer 4 1,941.51 380.00 (1.518.83) B802.68
Officer 5 1.000.00 1,000.00
Officer 6 201.00 201.00
Officer 7 45.00 1.185.86 1,230.86
Officer 8 200.00 169.96 369.96
Officer 9 1,853.00 1,853.00
Officer 10 4,276.40 (910.00) 3,366.40
Officer 11 2.415.00 2,415.00
Officer 12 500.00 500.00
Officer 13 300.00 (3.00) 297.00
Officer 14 700.00 (340.00) 360.00
Officer 15 4,750.00 4,750.00
Officer 16 19,863.10 (7,545.40) 12.317.70
Officer 17 6,196.49 6,196.49
Officer 18 3,020.84 3,020.84
Officer 19 17,295.92 17.299.92

s 1,300.00 | § : 5 2,18651 | § 101,590.50 | § (35,743.72) | § 69,333.29
Implications:

e Failure to retire Imprest within 10 days and/or not retired at all after return from official trips is a breach of FR
2011 requirement and would increase the risk of lass of funds from those being issued with excess Imprest.

e Failure to retire Imprest on a timely manner could cause undue hardship on officials in future in paying back
the accumulated debts and thus could adversely affect government coffer.

e Loss of public funds would result from retiring civil servants who still had not bothered to retire their Imprests.
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Recommendations:

v" Imprest retirement policy should be enforced by management and/or accounting officer and
officers traveling should be reminded to retire their Imprest upon arrival within 10
consecutive working days.

v' Management should give this a priority especially from current employees to avoid
accumulation of outstanding imprests.

v Management should not issue Imprest for subsequent travels unless the officer had retired all
past Imprest and/or had no outstanding dues.

Management response:

Imprest retirement within 10 working days was commonly a practice that when a returned traveler feels to payback government
monies, he/she sometimes ignore to do retirement. But on the contrary, a traveler feels to have a refund, retiring of imprest is the
first thing. Management will try to encourage employees to treat fairness and consistent in this habit.

Management will ensure to avoid accumulation of unretired imprest and will maintain no imprest issue upon full retirement of
previous imprest taken,

6.3.2.8 SALARY OVERPAID

Finding and Analysis:

After conducting the audit through the pay costing, the audit revealed that two officers within MFAI were found to be
over paid under different output. The two officers were paid under E1401 and E1402.In fact, the correct output that
should be charge for both officer was E1401 (Administration). Re details shown below:

PAYDAY | OUTPUT Description NAME AMOUNT
22/1/2016 E1401 Administration |Officer1 197.00
E1402 Immigration |Officerl 98.50
15/4/2016 E1401 Administration |Officer1 197.00
E1402 Immigration |Officerl 394.00
8/7/2016 E1401 Administration |Officer 2 504.00
E1402 Immigration |Officer2 1,159:20
11/11/2016| E1401 Administration |Officer2 504.00
E1402 Immigration Officer 2 1,008.00
4,061.70

Implication:
e An oversight on the actual salary level could undermine the credibility of the accounting officers handing
salary payments.
e Salary overpaid could lead to the loss of public funds.

Recommendation:

v Strong internal control mechanism system for Payroll including recovery policy should be put
in place to avoid future grievances and speed up recovery process.

v"  If they are overpaid, recoveries should be made with immediate effect.

Management response:
Management will advise further on this, once a join work investigation with the Treasury Unit at Finance to find out that duplicate

pay was treated well or fraudulent has occurred. Recoveries will-be followed by the ocutcome of the investigation,
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6.3.2.9 PROCUREMENT ACT

Findings and Analysis:
The audit could not confirm the validity of the procurement procedure with regards to the payment noted in the table
below since the payment vouchers were missing from the box file.

Ministry Pv# Details Amount
MFAI 390/16 Tobaraoi | 13,476.00
MFAI 140/16 Tobaraoi | 11,252.30

Implications:
All records should be readily available for 6 years failing by which would trigger the imposition of appropriate
reprimand action against staff responsible within the Ministry.

Missing of accounting documents such as payment vouchers could lead to misappropriation of public funds, improper
payments as supporting documents could not be sighted the actions of which could veil malpractices been conducted

in the office.

Recommendations:

v" Management should ensure all its records are kept safely and readily available when needed.
v"  Management should ensure it provides the missing documents to the Exit meeting.
v' Staff responsible should be reprimanded if the documents could not be found.

Management response:
Management share the same concern regarding the missing of those documents. However, will ensure that missing documents

will be provided as soon as possible upon complete search with the Ministry of Finance storage/archives.
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[ 6.4 AUDIT REPORT ON THE KIRIBATI HIGH COMMISSION ACCOUNT (SUVA FUll) FOR YEAR 2016

Findings and Analysis:

| 6.4.1 CONTROL OVER REVENUE

| 6.4.1.1 REVENUE BUDGET 2014 TO 2016

2014 - 2016
Budget $3.000.00 $13,000.00 $300.00
Actual $4 14667 $4,537 26 $485.00
Variance Under/( 721 $8.853.23 $8 462,74 $315.00
| 6.4.1.2 COMPARATIVE LINE GRAPH REVENUE ESTIMATES AGAINSTACTUAL 2014 - 2016
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The above graph depicted the Kiribati High Commission comparative revenue budget and collections for the last three

financial years ending 31* December 2014 to 2016. As per noted, a significant drop in the budge estimate from
$13,000in 2015 to 5800 in 2016 and even with such reduction in the budget KHC had only collected just about half the
estimate. It is of paramount importance management reviewed its revenue budget to align it the revenue it expects

to collect in future years.

Management response:

&

Management agreed being over-estimated and not real. This was also caused due to the change of passport code from
recurrent revenue code to N-code
Since last year management noted that application and approval for visas are monitored from the capital therefore fees

were forwarded to Tarawa by applicant
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6.4.1.3 BUDGET AGAINST ACTUAL BY ALLOCATION
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| 6.4.1.4 COMPARATIVE REVENUE ESTIMATE BAR GRAPH AGAINST ACTUAL BY ALLOCATION
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The above table and graph shows the comparative revenue streams for Kiribati High Commission. As evidenced, two
revenue streams managed the revenue collection for KHC and both were not able to meet the set target.
Management should exert more efforts in collecting its revenue target or to ensure a more realistic budget estimate
for future years.

Management response:

Management noted with concern however we actually sent our proposals but were never considered. When comparing KHC

budget for the last three years there was never an increase on most codes which confirmed this output really needs increase.

6.4.1.5 KHC BANK RECONCILIATION — 31°" DECEMBER 2016

Findings and Analysis:

It has been noticed from the previous audit when auditing 2013 to 2015 annual account that the preparation of the
Bank reconciliation had not been completed neither for 2016.The audit confirmed at the time of the audit visit that
Bank reconciliation for 2016 was just only completed up to the following months (January, February and December)
2016. The remaining bank reconciliation for the months of March to November was incomplete. The Senior
Accountant affirmed that the bank reconciliation for those months had been completed but somehow files kept for all
bank reconciliation had gone missing.

The audit checked and confirmed that the Balance as per Bank reconciliation 31 December 2016 was
F$101,745.62(equivalent to AUD $66,959 at the rate of 1.5195). The balance disclosed in the annual account was AUD
$2,054,608.49. The audit could not verify the variance of $1.9m ($2,054,608.49-566,959) an amount which was
overstated by MFED. This confirmed that KHC had not maintained regular reconciliation on a monthly basis with MFED
nor adopted the audit recommendation raised in previous audits thus those concerned should be reprimanded
accordingly.
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Implications:

e Failure to perform a proper bank reconciliation statement, direct debits or any other bank errors would not
easily be detected which could ultimately lead to loss of public funds. Lack of proper bank reconciliation
statement contravened FR 16.13.

e Unsupported excessive variances would undermine the integrity of the posting system by the Commission.

e Misstatement of funds and fraud would be triggered if no regular bank reconciliation is conducted by the KHC,

Recommendation:

v Audit recommends that management must ensure that proper bank reconciliation statement
should be prepared and performed by Senior Accountant at KHC on a monthly basis.

v' And also Senior Accountant is encouraged to ensure she regularly reconciles her bank balances
against MFED’s records including other Gov't Ministries and/or Agencies on a regular basis
(Monthly basis).

v’ Before printing out the annual account balance by MFED, KHC should ensure that its reconciled
bank account was taken into account to avoid huge overstatement by MFED.

¥" MFED should consider curative measures to end the recurring issue of non-bank reconciliation
by SA of KHC and to foster segregation of duty, as already alluded in earlier PAC visits, either by
i) appointing a more competent SA, or ii) exploring avenues of involving some of staff at KHC in
the accounting work, or iii) recruit a second accounting assistance from |-Kiribati residing in Fiji
to save repatriation costs.

Management response:

TS apologised and explained the pressing daily tasks and in regard to the 2016 bank rec she explained the file being misplaced
between her home and office as sometimes bring it home for completion. She managed to get copies of the statements earlier
this year however couldn’t re-do it but to continue with the 2017.

The figure shown on the bank reconciliation statement was the correct amount of cash with our bank and that the amount
conveyed to MFED before closing of 2016 account.

As also mentioned, it had been a problem the delay in receiving the bank statements as the case, TS had discussed and reported
several times with our counterparts at ANZ but lately they recommend for us to apply internet banking. TS have approached for
this during FS absence in Taipei and SSO in Vanuatu as all signatories are required to sign on the application form. Since their
return TS haven't raise it again.

TS tried to manage her daily task and have arranged for doing payments in the Mornings only as Notice was put up at the front
doors and at the reception, to enable her to do other tasks in the afterncon. Despite this notice, TS still cannot avoid the demands
from the public especially our nationals and students.

6.4.1.6 WEAKNESSES IN THE REVENUE SYSTEM (COLLECTIONS ARE NOT PERFORMED ON A DAILY BASIS)

Findings and Analysis:

After conducting a test through the revenue system, audit checked and revealed that there were some anomalies
related to the control of revenue that required further and immediate remedy to address such problem and to avoid
from occurring in the future. The following issues are noted below:

e Daily collection for KHC has not been deposited at the Bank on a daily basis. The deposit can be made six (6)
months after the collection. For instance, collection receipted (RR# 249608-249628) dated on 4/1/2016-
8/3/2016 with total amount of F$1636 was just deposited on the 15/9/2016. The cash with this amount to
have just deposited it six (6) months later would raise doubt on the integrity of management with regards to
custody of government funds. This simply indicated that senior responsible officer had failed to monitor and
conduct regular review and to ensure that all revenues must be deposited daily. Further late deposits in
addition to the above are as shown in the table below:



REPORT OF THE AUDITOR GENERAL ON THE 2016 GOK ANNUAL ACCOUNT PART |

RECEPT # RECEPT DATE
ANZUI;?E f FORM A # FROM 10 FROM 10 AR

22/1/1016 (I/16 187545 (32600 (1B/10/705 21/ 6.88.00
12/3/708 (I/1 24550 245607 T/12/ M5 30/12/ 203 f22.00
5/9/208 02/16 143508 249528 41770k 8/3/ 70 53600
16/9/206 13/15 24567 249673 8/3/ 1k 20/3/ M 463070
30/12/70k 04/16 243877, 243674 249555 13/3/70/k 28/11/7006 431150
3/12/ 70k [5/16 24365 248716 211/ 7006 28/11/ 701k b.aka.87
30/12/ 701k 06/17 240017 LA o/12/701b 29/12/ 70 il

§ 171752

e This is the same issue was also detected when auditing 2015 annual account thus proved that management
had not anxious to improve their weaknesses.

Implication:
e Failure to make daily deposit would increase the risk of misappropriation of cash.

Recommendations:

v Management must ensure that all revenue collections made should be deposited on a daily
basis.

v Management to ensure that senior responsible officer must perform routine spot check
prior/after cash deposits.

Management response:

TS agreed with the report and apologised for such weaknesses however it had been hard to reject some urgent directives from the
very top but to entertain realising later that it was not for official use and | have to await the return of the cash months later.
Hence resulting in the late or delay in depositing.

TS confirmed that due to the slack from staff to return receipts on goods/items purchased for office it was hard to reimburse petty
cash but have to use part of revenue to meet urgent offie requirements.

TS have to always remind those given cash to buy/purchase goods for office eg refreshments etc... for receipts and change. If she
forgets then she won't get any receipts and have to pay back when balancing for deposit.
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6.4.2 CONTROL OVER EXPENDITURE

6.4.2.1 SUMMARY EXPENDITURE AGAINST BUDGET 2016

2014 Z015| , 2018B]
Budget $368,963.00 $358,/83.00 $393.963.00
Acual $481433.58 $440505.67 459,081 44
Variance Under/ (Over) ($112470.58) (331432 62) ($65.098.44)

6.4.2.2 COMPARATIVE LINE GRAPH BUDGET EXPENDITURE AGAINST ACTUAL 2014-2016
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It is evidenced from the graph above the slight increase in the budget level was still not sufficient to cover the actual
spending level of $459k, resulting in an overspending by $65k. Management should base its future budget estimates -
on the past trend of its spending level.

6.4.2.3 EXCESS EXPENDITURE TABLE BY ALLOCATIONS — KHC 2016

Cade Allocation Revised Budget Acwal Variancel Dver)/Under
Ei4030000225 Relocation §1.250.00 $340.12 $309.88
Ei4030000227 External travel $26.030.00 $26028.15 $3.85
E14030000231 Tdlecoms $23838.00 $23.821.41 $15.59
£14030000232 Electricty & Gas $13.286.00 $24313.08 ($11,033.08)
E14030000238 Entertainment $11.000.00 $8.975.86 $2024 14
£14030000241 Stationeries & Supplies §23.000.00 $39.754 BB ($10,754.68)
E14030000201 KPF contribution $4510.00 $3124.89 $1.385.01
Et4030000215 Internal travel $19.484.00 $78626.23 (58,152.23)
El4030000230 Local Services $25.350.00 $47033.51 ($21,682.51)
Ei4030000208 Leave grants $8740.00 - §15568.35 (S6,828.36)
£14030000207 W ages $62.383.00 $57438.30 $45844.70
Fi4030000208 Temporary Assistance $3498.00 $3.483.63 $14.37
EI4030000205 Overtime $5.368.00 $30.838.29 ($25,481.29)
E14030000204 Allow ances $61684.00 $61.316.38 $367.62
£14030000202 Salaries $55.037.00 $44.272 43 $10.764 57
E14030000215 Transpart to w ork $18.660.00 $18658.40 $1.60
E14030000203 Housing Assistance $24 84500 $24 842 B4 $2.36
Total ' ($65,008.44)
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‘ 6.4.2.4 COMPARATIVE BAR GRAPH OF EXCESS EXPENDITTURE BY ALLOCATION
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As illustrated above, the allocation/outputs that contributed to the excess spending of 565k were from Overtime $25k,
Local services 521k, Electricity & Gas $11k, Stationeries & Supplies $10k, Internal travel $9k and Leave grants $6k.

Recommendation:

v" Management should provide a more realistic and inclusive budget for future years.

v" Management should put in place an internal control system and policy to avoid excessive over
spending.

¥ Management should regularly reconcile its records with that held by MFED.

Management response:
As discussed with auditors, management knew their role in controlling however the main cause was due to the budget cuts

according to the ceiling which management realised our proposals were never considered,
Secondly, our proposals for virement/supplementary were never considered by HQs — TS provided auditors with her
communication and proposals detailing all commitments to year end which clearly confirmed that we did our part to avoid over-

spending.

| 6.4.2.5 MISALLOCATION

Finding and Analysis: ;
The audit had randomly selected the following PV’s, re table below, from the General Ledger and discovered that they
were all incorrectly allocated. The audit is of belief that the error causes from MFEP when processing the annual
account. In fact, this could also be a failure to perform proper reconciliation at the closing of the annual account
between KHC and MFED.
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PV# Amount  Details Misallacation  Code name Correctcode  Code name

7/16 38.9|Medical expensas E14030000241 [Staticnerizs & Suppliss E1403000230 |Local services
147/16 213.78(S50 transport E14030000241 |Stationerizs & Supplics E1403000213 |Transpor to normal work
14316 17.27|5A medical expenses E14030000241 |Stationerizs & Supplies E1403000230 [Local services
192/16 63.71|SS0 madical expenses  |E14030000241 [Stationeries & Supplies E1403000230 |Local services
i29/16 133.47|F secretary expensas E14030000241 [Staticnerizs & Supplies E1403000230 |Local servicas
(3716 2057|854 expenses EI14030000241 |Stationerizs & Supplies E1403000230 |Local servicas
(4416 372.25|Office fuzl expenses EI4030000241 |Stationaries & Supplies E1403000232 |Elzctricity & Gas
817716 18.8|5A reimbursement E14030000241 |Stationerias & Supplies E1403000250 |Lacal services
838 16 8.23|5A reimbursement E14030000241 |Stationeries & Supplies E1403000250 |Local services
945'16 49.43|5A reimbursement E14030000241 |Stationzrizs & Supplies E1403000250Q |Local servicas
974 16 437.13|F secretary expenses EI4030000241 [Staticneries & Supplies E1403000250 |Local services
102116 27.25|85Q rimbursenent E14030000241 |Staticnerizs & Suppliss E1403000230Q |Local services
Implications:

e Charging the wrong code (output) as per stated above would lead to incorrect over spending of the output
wrongly charged.

e Incorrect spending under the wrongly charged output would lead management astray when deciding on the
appropriate level per output for next year’s budget level.

e Charging wrong outputs raises doubts on the integrity of the accounting officer of the Office.

Recommendations:

v" Management should ensure to charge a proper and correct allocation (code) according to the
nature of spending to avoid misallocation of funds.

Management should thoroughly review the nature of the payment and code being charged to
ensure correct allocations had been made.

v

Management response:

KHC noted with concern this comment beihg un-necessary to include it as they consider all these pv highlighted were correctly
allocated to their appropriate codes.

KHC consider all payments were correctly allocated to their appropriate or relevant codes or nature and in line with their budget
preparations. There seemed to be confusion with the purchasing of items and purchasing of service. It would be noted that this
office cater for medical supplies under code 241 office expense and supplies since we purchase items eg, Panadol, however with
medical consultations ie when seeing a doctor, since it involved consultations or service we pay their service through 250 — local
service which confirmed that this office through the account had been correctly allocating or debiting appropriate codes.

Agreed with comment to pv 0744/16 however management apologised for the oversight.

cal o
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6.4.2.6 DOUBLE POSTING

Finding and Analysis:

After extracting the General Ledger to ensure that all transactions are properly charged the appropriate code and to
ensure there is no double posting the audit identified a double posting which related to SA medical expense amounted
to $49.88 charged under E1403000241(Stationeries & Supplies). The audit confirmed that there was no contra account
to offset such posting such as JV to correct the posting in the General ledger. Since the posting was conducted at the
MFEP, the audit assured that the errors reside within MFEP as the ministry produce General ledger.

Implications:
e Double posting is a sign of careless and slack in performing regular reconciliation.
e Double posting of some payment vouchers to other allocations could increase the actual spending of that
allocation which would then lead to un-necessary and unauthorized spending that may inflict the violation of
the appropriation act.

Recommendations:

v" In order to avoid unexpected double posting of PV in future times management has to ensure
that proper valid monthly reconciliation should be conducted regularly by its responsible
officers

v MFEP must ensure to review the nature of the accounting officer posting to ensure that all

transactions are correctly accounted for in the General ledger.

Management response:

KHC could respond if given more details eg, date pv number etc.

6.4.2.7 OUTSTANDING IMPREST 2016

Finding and Analysis:

The audit had confirmed after receiving the audit responses from Senior Accountant at KHC the actual total
outstanding Imprest for KHC staffs was reduced from $7,117.78 to $1,222.65, meaning a shortfall in the value of
$5,895.13 was realised and that shows the major improvement by management in reducing the level of outstanding
imprest. The remaining outstanding imprest of $1,222.65 should be cleared by officials concerned failing by which
would result in not entertaining future Imprest withdrawals.

Implications:
e Failure to retire Imprest on a timely manner could cause undue hardship on officials in future in paying back
the accumulated debts and thus could adversely affect government coffer.
e Loss of public funds would result from retiring civil servants who still had not bothered to retire their Imprests.

Recommendation:

v Management must ensure to maintain and update register (imprest records) to monitor
outstanding imprests and to ensure that such outstanding imprest must be retired within 10

working days upon returned from official trip.

Managemerzt response:;
TS agreed with the comments and had updated her records, See attached a detailed and updated list with a total outstanding

imprest of $1,222.65 to be recovered.
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6.4.2.8 KHC STAFF ADVANCE

Finding and Analysis:

e The table provided hereunder is the list of KHC outstanding staffs advances at the end of fiscal year 2016. It
was also noted during the audit that some staff have negative balances meaning that deductions from their
salary still continued. The audit verified through pay sheet and confirmed that the deduction still continued in
2016 without consent of respective employee. As confirmed, these advances were for school fees,
compassionate grounds where an employee face an unavoidable and unforeseen expenses, proceeding on
paid leave and first appointment(NCS E1.4(n) .

e Regardless of the negative balances, the SA could not provide justification or way forward to rectify such
problems.

e The remaining outstanding for KHC staffs advances could not be examined as the list was not provided except
for the list stated in the table below:

Date Name Amount Balance Remarks

23/12/2016 |Driver (8900.00) (5@%900.00) Resign this year 2017
23/12/2016 |Gardner $50.00 $50.00 |still working
23/12/2016 |Security ($1.341.36) ($1,341.36) Still working
23/12/2016 |Security $306.12 $306.12 [Still working

Implications:
e Negative balances could be an act of fraud.
e There is possibility that negative balances could be misappropriated.
e Unavailability of outstanding list for KHC staff advance undermines the validity of payment and would increase
the risk of loss of funds for Government where arrears are still forth coming.

Recommendations:
v" Management must ensure it ceases such practice of freely paying out salary advances and to

ensure conformity with FR requirements.

v" Management need to ensure that accountable officer must reimburse with immediate effect
negative balances to concerned employees.

v KHC should update its list, take timely corrective action and ensure it has a correct outstanding
staffs’ advance for year ended.

Management response:

TS confirmed that she maintained and provided a subsidiary ledger for individual staff, and showed fortnightly payroll, however
explaining that due to daily commitment she need to confirm entries from late October onwards due to problems with the
database, and further confirmed that all payroll were in order with available hard copies in file and e-copy

Please note that remaining advances were always brought forward for recovery in the next financial year as shown on the 2017

individual staff ledger.
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6.4.2.8 KHC STAFF ADVANCE

' Finding and Analysis:

The table provided hereunder is the list of KHC outstanding staffs advances at the end of fiscal year 2016. It
was also noted during the audit that some staff have negative balances meaning that deductions from their
salary still continued. The audit verified through pay sheet and confirmed that the deduction still continued in
2016 without consent of respective employee. As confirmed, these advances were for school fees,
compassionate grounds where an employee face an unavoidable and unforeseen expenses, proceeding on
paid leave and first appointment(NCS E1.4(n) .

e Regardless of the negative balances, the SA could not provide justification or way forward to rectify such
problems.
e The remaining outstanding for KHC staffs advances could not be examined as the list was not provided except
for the list stated in the table below:
Date Name Amount Balance Remarks
23/12/2016 |Driver ($900.00)| (8900.00)|Resign this year 2017
23/12/2016 |Gardner $50.00 $50.00 |Still working
23/12/2016 |Security ($1.341.36)| ($1,341.36) Still working
23/12/2016 |Security $306.12 $306.12 |Still working

Implications:

Negative balances could be an act of fraud.

There is possibility that negative balances could be misappropriated.

Unavailability of outstanding list for KHC staff advance undermines the validity of payment and would increase
the risk of loss of funds for Government where arrears are still forth coming.

Recommendations:

7

v

Management must ensure it ceases such practice of freely paying out salary advances and to
ensure conformity with FR requirements.

Management need to ensure that accountable officer must reimburse with immediate effect
negative balances to concerned employees.

KHC should update its list, take timely corrective action and ensure it has a correct outstanding
staffs’ advance for year ended.

Management response:

TS confirmed that she maintained and provided a subsidiary ledger for individual staff, and showed fortnightly payroll, however

explaining that due to daily commitment she need to confirm entries from late October onwards due to problems with the

database, and further confirmed that all payroll were in order with available hard copies in file and e-copy

Please note that remaining advances were always brought forward for recovery in the next financial year as shown on the 2017

individual staff ledger.
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Date Name Amount Balance Remarks

Balance brought forward to
2017 and now used to recover
23/12/2016] Driver -5900.00 -S450] part wages in lieu to comply
with resignation terms
according to the contract

23/12/2016)Gardener $50.00] nil Recovered on pp06/1/17
’ d 074/10
23/12/2016|Security _$1,341.16 sa s e undead 6a pyOT4/10 on
17/10/17
Full recovery made on
23/12/20186}S it 306.12)-
J12/ ecurity S pp06/1/17
Refunded pv 043/11 of
30/12/2016] Mary meita -88 -S88.00
Vil s : ? 10/11/17

Brought forward to 2017 -

30/12/2016]Teairo ioane $S929.00 $929 X

be recovered in Decallce
30/03/2016]Benny Teuea 55,238.00 S5, 238] still outstanding
30/12/2016 Total Outstanding $6,167.00|

6.4.2.9 FAILURE TO COMPLY WITH FINANCIAL REGULATIONS

Finding and Analysis:

In the conducting of the audit, the audit discovered that several fundamental accounting control and processes of the
financial regulations are still not being performed and complied with despite being recommended and discussed with
the Senior Accountant. These include the absence of signature of receiver, no supporting documents attached, not
using “Stamp paid” on payment vouchers.

Implication:
Failure to perform basic internal accounting controls is an act of deviation from the financial regulations.

Recommendation:

Management should be fully conversant with the provisions and has to comply with all relevant sections
of the financial regulation.

Management response:

SA apologised for non-compliance and tried her best to avoid this kind of negligence with organisations/companies but somehow
there were times especially with staff's PV the one who cash the cheque for SA could just give the payees their money and
forgetting to get them to sign. SA affirms to always check and confirm that payees sign their PVs. With companies, some did not
sign as we deposit in their account therefore a deposit slip was attached to PV, :
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6.4.2.10 LACK OF SEGREGATION OF DUTIES

Finding and Analysis:

After the audit conducted a walk through on the system note, the audit noted there were some weaknesses in sighing
of PVs as there was no segregation of duties in the sense that the authorization of the Payment voucher is managed by
one single accounting officer(SA) without another to counter sign the payment. As confirmed with SA, there was no
staff to counter sign as all senior staff are away on official overseas trip or attending meetings.

Implication:
e Lack of segregation of duties is certainly a total breach of the financial regulation.
e The absence of segregation of duties increases the risk of misappropriation of public funds.

Recommendation:

v Management must ensure to comply with the payment procedure in the financial regulations.

v" Management should consider involving all senior officials working within the Commission in the
accounting process so there will always be additional staff to countersign the payment voucher .
raised by the financial accountant as well as other financial instruments raised.

Management response:

Management noted with concern the weight of such comment however it must be understood that KHC has been in operation
since 2002 and these were issues already noted however with limited number of staff this office has been doing payments with
one account personnel i.e TS doing all payments raising PVs and cheques with a single signatory on any cheque either by the First
Secretary or High Commissioner being the authorised signatories,

it was a normal practice with our personal claims that with the absence of one, one can sign his/her own cheque. When | first
started here in 2014 | could recall both HC and FS were leaving on different overseas official trips and before High Commissioner
left she asked for the cheque and | realised that she was going to sign multiple cheques for office use in their absence.

Just like you, | was a bit shocked and nervous with this idea and asked if we can get the SSO to sign cheques in their absence. She
was also surprised and also asked if that can be possible. | assured her that | will arrange with the bank immediately. Just in one
day, the very next day, | managed to get the SSO be one of the authorised signatories. Therefore, currently we have 3 signatories
to sign KHC cheques.

KHC assured that just like everyone’s feeling, management tried their best to look after public funds and have no intentions of
abusing funds in any way except neglecting some matters but we do apologise.

6.4.2.11 CANCELLED CHEQUE LEAF NOT ATTACHED TO THE CHEQUE BUTT

Finding and Analysis:

When the audit conducted a walk through system note check, the audit detected that there were few cheque leaves
that had been cancelled in the cheque book but were not attached to the cheque butt. The audit confirmed these
cheques via noted Payment vouchers and discovered that some of these payments had been processed in different —
cheques. The audit checked and confirmed with the Bank statement found out that the cheques are not debited in the

bank statement. Management is required to provide a bank statement to confirm the cancelled cheques did not
appear therein. Details of these cheques are noted in the table below:
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DATE | CHQ# DETAILS PV# | Amount
20/1/2016 | 021883 |cancelled without cheque leaf |0039/16 1,310.00
17/8/2016 | 022777 |cancelled without cheque leaf [0907/16 100.00
17/6/2016 | 022519 |cancelled without cheque leaf [0656/16 300.00
17/6/2016 | 022518 |cancelled without cheque leaf [0655/16 300.00
17/6/2016 | 022517 |cancelled without cheque leaf [0654/16 450.00

Implication:
Annulled cheque leaves that are not attached to the Cheque butt could be easily misappropriated.

Recommendations:

v" Management to ensure all cancelled cheques are attached to the cheque butt.

v Management should confirm from the bank statement that the annulled cheques never
appeared in the bank statement.

v" Management should ensure recovery is made from the staff concerned if it is confirmed those
cheques have been debited in the bank statement.

Management response:

KHC through TS apologised for such however explained that sometimes it happened when the cheque book for that particular
cheque has been closed and using a new cheque book so with current load that day TS have to leave it and put it back to its butt,
and forgot to do it and assured that she will never leave tasks incomplete.

KHC managed to find 4 of the cancelled cheques except for 1 cheque # 022518 for $300 but confirmed by FS that it did not appear
in the bank statement which proved that it was never cashed, The 4 cheques found are copied and attached for reference,
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Findings and Analysis:

| 7.1 AUDIT OPINION

A QUALIFIED AUDIT OPINION is issued for the Ministry of Internal Affairs for the year ended 31" December 2016
“Except For” the effect of the matters as discussed in detail from 7.3 below.

| 7.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS

The following issues were noted as the causes of the audit opinion for the Ministry of Internal Affairs performance in
the financial year 2015.

Issues Solved/Addressed Status of the issue in 2016 audit
Control over bus ticket Not solved/addressed

Log books were not maintained Not solved/addressed

and updated

Leave balance — Two years Not solved/addressed

entitlement policy

Failure to maintain and keep up to Not solved/addressed
date the Vote Ledger 2015

Failure to provide the requested Not solved/addressed
financial documents

| 7.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT

The following significant matters have been raised for your attention and comment:

| 7.3.1 CONTROL OVER REVENUE

| 7.3.1.1 MIA REVENUE SUMMARY COLLECTION

10,000.00 9,000.00 7,500.00

8,577.00 5,643.72 10,948.76

1,423.00 '3,356.28 (3,348.76)

| 7.3.1.2 MIA COMPARATIVE GRAPH OF BUDGET REVENUE AGAINST ACTUAL

$12,000.00

$10,000.00

$8,000.00

$6,000.00 —é—-Budget

=8—Actual

$4,000.00

$2,000.00

5-

2014 2015 2016

Moo a



REPORT OF THE AUDITOR GENERAL ON THE 2016 GOK ANNUAL ACCOUNT PART 1

As clearly shown in the above table and graph, the Ministry had shown a major improvement in its revenue collection
when compared with the previous years as it had excessively collected 53k over its budget level. Therefore the
Ministry should be commended for such achievement and to exert same effort for future years.

Management response:

7.3.1.3 MIA REVENUES BUDGET AGAINST ACTUAL BY DIVISIONS

Division Administration Social Welfare |  Total
Budget 6,000.00 1,500.00 7,500.00
Actual 6,807.26 4,141.50 10,948.76
(Over)/Under {807.26) (2,641.50) (3,448.76)
| 7.3.1.4 MIA COMPARATIVE GRAPH OF REVENUE BUDGET AGAINST ACTUAL BY DIVISIONS J
$7,000.00
$6,000.00
i §5,000.00
! $4,000.00
$3,000.00 = Budget
$2,000.00 ® Actual
$1,000.00 &= .
- S A Ly
Charter Ta Banaba o s © ;"‘J.
Research and Film fee '

As reflected in the graph/table above, Administration and Social Welfare Unit were the only two divisions that
generate revenues for MIA and it is pleasing to note that both divisions managed to meet their revenue targets which
had resulted in a surplus collection of over $3k in total.

Recommendation:
The Divisions should be commended for such improvement and to ensure they maintain same efforts in increasing

their revenue collections in future years.

Management response:
The recommendation is noted with thanks.
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| 7.3.2.4 COMPARATIVE GRAPH BUDGET EXPENDITURE AGAINST ACTUAL BY DIVISIONS
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It is pleasing to note that the listed four divisions under MIA were managed to operate their respective activities
within their budget allocation as approved by Parliament and should therefore be applauded for such achievement.

Management response:

Management appreciated the recommendation and would continue to contain the spending within the budget in
future.

7.3.2.5 CONTROL OVER BUS TICKET

Findings and analysis:
The following issues were detected during the audit as follows:

i.  The audit revealed after conducting sample testing of issuance of bus tickets that some officers still failed to
sign bus tickets once issued out. The total value of $17.00 was detected not signed by the concerned officers
as indicated in the table below.

Serial | no.of

Dates Denomination Recipient ; No. ticket| wvalue Amount
25/05/16 0.50 Cents Officer 1 559664-665 2 51.00
12/08/2016 " Officer 2 621471-474 4 52.00 53.00
28/08/16 0.60 Cents Officer 3 304217 71 50.60 S0.60
26/09/16 0.70 Cents Officer 1 483188-189 2 $1.40 $1.40
28/04/16 0.80 Cents Officer 4 550104 1 S0.80
21/06/16 - Officer 5 600316 $1.60
22/06/16 " Officer 4 600317-318 2 S$1.60
25/11/16 " Officer 6 603407-408 2 $1.60
29/11/16 " Officer 4 603429 1 S0.80
01/12/16 % ? 603432 1 50.80
02/12/16 ¥ Officer 603469 1 50.80

2 " ? 603480-481 2 51.60

? i 2 : 603492-494 3 52.40 $12.00

Total Value $17.00

ii.  The audit noted that there were number of tickets being sighed by one person without the authoritative letter
which was involved the amount of $10.50.
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_ Denomination

Officer1__

0.50 Cents
" " Officer 2 513322-323 2
" " Officer 3 513324-325 2
8/12/2016 = Officer 4 621475-479 5 ;
! i Officer 5 621480-488 9 S 450| 8 10.50
Total Value s 10.50
iii. There were a number of bus tickets issued out without reasons to indicate the purpose of such trip whether it

was official or not. The amount involved was $168.90. For further details of this issue, these can be provided
upon request.

iv. The

audit noted that the same mistake and issues raised in 2015 were repetitively occurred in 2016 which was

simply indicating a poor performance of the staff concerned and management as well in implementing control
measures over the issuance of bus tickets.

implications:

The absence of a control on the bus tickets, could lead to misappropriation and misuse of bus tickets.
Issued tickets without supportive signatures and if not detected could encourage malpractice within office.
Issued tickets without indicating reasons whether it was official or not, could entertain unofficial
routes/trips plus misappropriation of bus ticket.

The poor performance of management in managing small tasks one of which is the issuance of bus tickets
would cast doubt on the overall management control over government assets.

Recommendations:

Management should put in place a strong internal control to ensure that each officer must sign bus tickets
once the bus tickets had been issued out.

Management should regularly check and review the task of its accounting staff to ensure all issued tickets
must be properly issued accordingly.

Management response:

Management

concur with the recommendation would ensure to strengthen the control of issuance of bus ticket as recommended.

Bus ticket register has now bheen updated and is available for further review,
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7.3.2.6 LOG BOOK

Findings and analysis:

The audit noted the log book for vehicle plate no. G106 was available although not updated. This was evidenced when
the audit went through the log book and found that some period from 14/08/2016 to 31/12/2016 was missing from
the log book. Hence management response is herewith sought.

Implications:
e Failure to update log books would make it not possible for auditors to confirm claims been lodged for
overtime, refueling and proper uses of the vehicles were in order.
e Failure to maintain and update log books on a regular basis would increase the risk of misappropriation of
funds if no alternate monitoring mechanism, such as issuance of a ticket, is put in place by management to
monitor the fuel consumption and usage of government vehicles.

Recommendations:
e Management must remind the driver concerned to return his log book to be reviewed and to be checked and
updated regularly.
e Management should reject claims for overtime and refueling if no appropriate records are provided by a
driver.

Management response:
The ministry would like to extend its sincere apologies for not providing the log book for vehicle Gov 106A in the first place. Hence,
the Ministry is pleased to provide now with the missing log book for the above mentioned periods for your further auditing

verification.

7.3.2.7 ITEMS WERE NOT BEING RECORDED IN THE STORE LEDGER BOOK

Findings and Analysis:
After selecting sample of goods/items purchased during the year 2016 the audit noted that there were items not
recorded in the store ledger book the total value of which was in the vicinity $7,128.57 as indicated hereunder.

Date Items Purchased PVNo. Amount Remarks

28/04/2016 |130metres electricwire  [0334/16 § 3,765.9 |the electric wire was not yet recorded in the store ledger
26/12/3017 [Flat Sereen 093/16 § 3,362.63 [the flat screen was not yet recorded in the store ledger
Implication:

Failure to record items purchased for the office would increase the risk of misappropriation of the Ministry’s assets.

Recommendation:

Management must ensure to update the store ledger book in order to enable the auditor to verify the posting of such
items purchased accurately and also to ensure the officer concerned has an updated and complete record as required
by Regulation.

Management response:

The stores ledger has now been updated to include items as noted in the report. Management would also ensure that stores

ledger is updated annually.

75| i




REPORT OF THE AUDITOR GENERAL ON THE 2016 GOK ANNUAL ACCOUNT PART |

7.3.2.8 PAYMENT VOUCHERS THAT WERE NOT AUTHORISED

Findings and Analysis:
The audit revealed four (4) payment vouchers amounting to $72, 847.20 were not authorised and approved by the
authoritative officer, re details indicated hereunder:

I3
Office Equipment & Furniture] £1501_243| 0979/16 |  |Tamton Electical Services. $ 301000

F1502-243 | 0982/16 |  [Tarawa Motors - Cost of 1 double Cap for RPD S 65900.00

F1503-243 | 0983/16 |  |Cost of Stationeries for Culture Division § 26870 lr$ 71,543.70
Internal Travel F1503-225§ 0072/16 |  |KSSI- Freight & Handling Charge for Tebobora S 1350]§ 130350

pia oaf.2u
There were no signatories shown on copies of such payments vouchers. Hence responsible officer should provide valid

explanations including original copies to confirm that the above payments were authorized by the authorizing officers
failing by which would undermine the integrity of the officer responsible.

Implication:
Payment vouchers that are not authorized but yet collected would annul payment been made by the Ministry.

Recommendations:
e Management should ensure that every payment vouchers has to be couponed upon approval and
authorization of payments initialled.
e The Ministry of Internal Affairs through its Account Unit should provide and trace back the whereabouts of the
original copies of such payment from the MFED for further audit verification and confirmation.

Management response:

Management regret for the oversight in getting PVs signed before making copies. Original copies of the PVs as noted in the report
were duly signed and copies of which are available for further verification except PV 979/16 which our Account staff still searching
it with MFED Account office. Management would ensure that PVs are duly signed before making copies for the office record in

future years.

7.3.2.9 TRANSACTIONS THAT HAD BEEN MISALLOCATED

Findings and analysis:
After properly reviewing some transactions been posted the audit discovered some payments (transactions) were
incorrectly posted. In fact these should be correctly posted and charged to the following correct code as indicated
hereunder:

OutbutsDetals Gleoded ComectCode  PV# v Detals  Amout  Balance
Office Equipment [E1503 243 £1501.243 | 095126 |  [KOES- Cost of Stationeries for AdminDiv. | § 261758
E1501 43 E1505.243 | 0922/16 Taotin Electronic - Cost of Laptop, etc. § 23911

F1503 243 E1505.243 | 098316 KOES - Cast of Stationeries for Culture Div. | 2,633.70

The table above indicated the misallocation of transactions within the Qutput. However, the output indicated in the
payment vouchers as per reflected in the vote ledger was totally not agree with the General Ledger records and this
was an indication of poor reconciliation by the Ministry concerned.
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Implication:
Failure to correctly charge the proper allocation/output can generate incorrect and unrealistic figures which can be
misleading and cause differences to records of the MFED

Recommendation:
Management must conduct a proper reconciliation to ensure that all reconciliations are charged the correct allocation
and to avoid future discrepancies between MFED and MIA records.

Management response:
Management concur and take note of the recommendation for improvement in future.

7.3.2,10 LEAVE BALANCES - 2 YEARS ENTITLEMENT POLICY

Findings and analysis:
There were twenty-five (25) employees from different divisions selected to perform our testing on their leave
balances. After conducting sample testing it was noted that there were sixteen (16) employees out of the twenty-five
(25) who had actually exceeded 2 years’ entitlement as indicated in the accumulation of leave balances for more than
3 to 4 years back which is not in line with Cabinet decision minute no. 77/10 as shown below;

Ds Officer 1 75 30 105 4 101
CEO/OK LG Officer 2 92 30 122 6 116
SALGO Officer 3 52 22 74 1 73
HPSCF ADMNISTRATOR Officer 4 74.5 30 104.5 2 102.5
Treasurer Officer 5 114 i 136 8] 136
Clerk Officer 6 158 30 188 35 153
Clerk Officer 7 129 30 159 20 139
Treasurer Officer 8 96 22 118 15 103
Clerk Officer 9 107 30 137 5 132
Treasurer Officer 10 20 22 102 o] 102
Treasurer Cfficer 11 91 22 113 18 97
Clerk Officer 12 92 30 122 0 122
IPO Officer 13 58 22 80 0 80
IPO Officer 14 58 22 80 o] 20
IPO Officer 15 58 22 80 13 67
IPO Officer 16 48 e 70 o] 70

The table indicated above is initially stating that the Ministry has not complied with Cabinet decision minute no. 77/10.

On the other hand, the audit also detected that there were five (5) staff had been exhausted their leaves and been
overstayed without medical certificate as indicated hereunder:
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SA 2012051 67 30 97 149 -52
Treasurer 2014146 28 22 50 52 -2
ATreasurer 2006283 [0} 14 14 21 -7
IPO 98105 58 22 80 83 -3

Implications:

The whole purpose of the Cabinet Decision Minute 77/10 on forfeited leave balances is to avoid unnecessary
drain out of public fund. No adhering to this decision is a violation of Cabinet decision.

e The absence of approval by Cabinet for accumulating the leave balances beyond two years’ leave entitlement
would annul the record above that showed more than 2 years’ leave balances.

s The staff who had exhausted their leave entitlements should have their gross pays reduced to compensate for
such unauthorised leaves and of course reprimanded accordingly.

Recommendations:

e Management must enforce and implement the Cabinet Decision Minute No. 77/10 to all staff in related to the
2 years leave entitlement.

e Management should ensure it updated its leave roster and that all staff takes their leave in a leave year,
offsetting first the current year’s leave entitlement before taking previous year’s balances.

e Management should take remedial actions on staff that had overstayed their leave entitlements.

Management response:

Officers 1-2 & Officer 4 — They are most needed by the Ministry and always call back to work or to resume working immediately.

This as to my understanding as being practiced, has to be well supported by an SRO or Directors.

Officer 3 & Officers 5-16 — | am sorry that | cannot answer directly to this as the names are omitted but for your information, this

staffs are working on outer islands where the needs for them to keep working is very high. As all known, that in the outer island

not every person have high skills or proper skills for our seconded staff post so they have to keep on working until one from MIA is

sent to relieve them or one is found to have sufficient skills on the post from the islands.

Overstayed staff — a) The officer visited her husband in Fiji while on her maternity leave and was stranded there. She was then

posted to OB upon her return. But as being practiced, the overstayed leave is offset from the entitlement of the next year. | apply

the same to the other three staff as to my experience. | therefore take this opportunity to apologise if | had gone too far with what

was supposed to be followed. As | knew now that | am responsible for this issue, then | had set plans to ban this issue in future.
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Findings and Analysis:

| 8.1 AUDIT OPINION

A QUALIFIED AUDIT OPINION is issued for the Ministry of Environment, Lands and Agricultural Development for the
year ended 31% December 2016 “Except For” the effects of the matters as discussed in detail from 8.3 below.

8.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS

The following issues were noted as the cause of the audit opinion for Ministry of Environment, Lands and Agricultural

Development performance in the financial year 2015:

ISSUES

SOLVED/ADDRESSED

STATUS OF THE ISSUE IN 2016 AUDIT

Under collection of revenue

Not solved/addressed

Revenue of arrears —sub lease

Not solved/addressed

Outstanding Imprest

Not solved/addressed

Weaknesses over bus ticket
control

Not solved/addressed

Vote book

Solved/Addressed

| 8.3 SIGNFICANT MATTERS ARISING FROM THE AUDIT

The following significant matters have been raised for your attention and comment:

| 8.3.1 CONTROL OVER REVENUE

| 8.3.1.1 MELAD REVENUE SUMMARY COLLECTION

Year 2014
Budget 159,150.00
Actual 278,091.00

(Over)/Under (118,941.00)

2015
192,100.00
118,172.96
73,927.04

2016
188,500.00
183,238.97

5,261.03

| 8.3.1.2 MELAD COMPARATIVE GRAPH OF BUDGET REVENUE AGAINST ACTUAL

As clearly indicated from the analysis above, the Ministry was still unable to collect its estimate revenue by S$5k.
However, it is pleasing to note the actual collection when compared to that gained in 2015 was more by $65k.
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Recommendation:
Management should exert efforts in future years so to be able to meet its set target.

Management response:;

Environment and Agriculture exceeded targets and this was due to the increase of demand in such areas.

Given that there is no such fixed value on these revenue collections, there estimates each year were determined from the average
collection on the past 3 years with an understanding that they might or might not be achieved as they depends on the public
demands and if under collected, there won't be any arrears standing for clearance.,

On another note, Lands estimates are fixed values being calculated using the numbeér of tenants occupying their leased lands and
under collections are usually the government arrears of revenues.

8.3.1.3 MELAD REVENUES BUDGET AGAINST ACTUAL BY DIVISIONS

152,000.00 27,000.00
121,991.57 48,051.97

$160,000.00
$140,000.00
$120,000.00
$100,000.00
$80,000.00
$60,000.00
$40,000.00
$20,000.00
5.

= Budget

B Actual

Environment Agriculture

1602 1604

As shown above, two divisions namely Environment and Agriculture had exceeded their estimate revenue budget in
the sum of $3k and $21k respectively and therefore should be encouraged to do same in future years. Although, these
two divisions had surpassed their estimate revenue the Ministry reported a shortfall in revenue by $5k and this was
largely due to the under collection of $30k by Land Division. Management should ensure its revenue estimate is
aligned with the activities its divisions will deliver in future years.

Recommendation:

Manage should encourage all its revenue collecting divisions to exert efforts in future vears so to meet their set
targets.

Management response;

The real issue/challenge with revenue collection firstly is due to the scattered locations of divisions, Bairiki, Betio (Biosecurity) and
Tanaea. This contributes a-lot to weak monitoring and control by SA from HQ.
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8.3.1.5 ACCUMULATIVE OUTSTANDING SUB LEASE

Finding and Analysis:

Qutstanding Sub Lease —=Land Division

The audit revealed the outstanding sublease of $971,533.75 as per list balances provided by the Lands division.
However, the officer responsible emphasized that the arrears were not updated since the payment was made directly
to the revenue cashier at the Ministry of Finance. This indicates that the Land division had failed to maintain and
updated its records and to reconcile with figures held by MFED (revenue cashier).

Table 3.1.5.1: Accumulative Outstanding Sublease in 2016

Die Rent fn Arrea b Tota ota
0 HEs 3 HE 0 RES

Bairiki S 7610005 1259600 84S 36607.24(S ST0M041F 05 4217.24]5 6963641

20,206.00

Teaoraereke 5 - S 2882001 S - |S 65167145 S - |$ 6804014

s §  BATESP]S 11385365
Betio $ 2484000(5 43325000 S 24081775 % 34782513} | § 26565775 | S 391,150.13 ) | S 68165.00 |5 58806428815 656807.88
Nanikaai 5 - |5 543000005 213008|8 551983145  2008|S 6063231FHS 5434005 5738395 6276239
Bikenibeu $ 4592505 290200f5 4990985 1257205 5458348|5 AT S 749450(5 6256619 7006069
§ 2882008  e5167.140]S 6804914

g jota a2 S0 b 9.00 Yod 5460 B, 20 b4, 608 bl 945.20 ud, 18150 b 155 5

Additionally, the audit noted that upon paying sub lease rent at MFED by tenants, the tenant was then required to
produce and submit such receipts to the Land division for records. As informed, the officer responsible at Land Division
has never performed a proper reconciliation with MFED.

Implications:

e The absence of proper and regular reconciliation would widen the gap between actual Ministry’s figures with
that of MFED.

e Also the failure to update and reconcile records would undermine the integrity and capability of the officers
managing the division.

Recommendation:

Management must ensure to conduct proper review by most senior officials and performing regular reconciliation
with MFED to avoid future grievances.

Management response:

In response to Audit's query on the non-achievement of the set revenue target for 2016 by LMD in terms of sublease collections
were due to the following reasons;

1. All payments are paid directly to MFED and NOT to LMD. We need proper reconciliation with MFED on the figures on our
revenue, There were also challenges when technical staff responsible for collecting financial information (such as Land
valuer — Tentoa) from Lands as MFED only allows account staff to do so.

2. As part of our enforcement on lease payments, LMD used to issue out notice to all tenants i.e. Embassy, SOEs, Private
companies like Punjas and individual. Previous administration, instructed Lands not to issue notice and therefore hold on
to this since then.

Way Forward

LMD account needs to be improved and well equip with proper tools and resources i.e. safe to keep all the payments on sublease.
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r8 3.1.6 PHYTO RECEIPT BOOKS AGR!CUL TURE DIVISION

Findings and Analysis:

Issue 1: The audit revealed and noted the weaknesses over revenue collections by the Agriculture division as per

indicated in the table provided below.

when cash collections (approximately less than $10 dollars) and
computer monitor was stolen as indicated below:

i The security seemed not aware of this incident hence
he did not report this to the police when the incident
happened.

ii. Quarantine officers reported this matter to their
supervisors but the supervisors did not report it to
MELAD and Police for further investigation.

iii. As informed the KEY for the office was frequent
hidden somewhere outside the office after working
hours. The security also knows the place where the
KEY was hidden.

iv. The missing of monitor (computer) as well as cash
collections and unreported of this incident is an act of
fraud. Hence should be taken as a solemn matter
within the Ministry.

Issues | Description of control weaknesses over revenue collection Control Measures

1 As noted there were times that the phyto receipt books were not | Agriculture  Account
available upon request from Quarantine for the certification of | unit must ensure that
plants and other production plants. phyto receipt books

should be readily
available at all times.

2 The account officer had failed to collect cash receipted from | Assigned account staff
Quarantine staff at Bonriki International Airport as scheduled. The | should make revenue
amount involved for such collection was $145.00 (phyto receipt no | collection as scheduled
12901-12950, dated 24/7-7/8/17 refers) and just receipted on RR | failing by which could
no 380939 dated 8/9/17. trigger

misappropriation of
public funds.

3 The rumors reported from officers at Quarantine office at Betio | Security log book must

be maintained and
updated regularly.

Daily deposit should be
strengthened by the
senior accountant and

the cash safe should

be acquired
immediately for safe
keeping of public
funds.

The Office KEY should
not be hidden or left in
the office as could lead
to temptation for the
misappropriation of
cash.

Any incidents
happened must be
reported immediately

to the SRO for further
investigation purposes.

Issue 2: The audit revealed number of omitted and skipped leave pages of phyto receipt book as indicated below:

PHYTO RECEIPT
BOOK

Phyto Receipt Books Ommitted And Skipped No. Of Phyto Receipts

of Leave Pages Phyto Receipts Not Yet Accounted.

Issued to Agriculture Division

¢ 15.00 | 10045-10050
$168.00 | 10014-10044 10001 10050{10001-10013 13
12101-12131 12101 12150{12132-12150 19
$ 46.00 [11551-11565 11551 11600]11586-11600 15
10121 10101 10150{10101-10119 19
10121-10150 [ 30
$446.15 |11566-11585 10101 10150]10101-10119 19
10121-10150 30
3400 |1607-1617 11601 116501617-1650 34
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As indicated above several of phyto receipt pages that were not yet accounted and appeared under the Ministry
revenue records hence responses should be provided from concerned officers to address this query.

Implications emerged from above issues:

e Failure to collect cash receipted (revenue) from quarantine officers at both Betio and Bonriki quarantine
offices would increase the risk of misappropriation of cash.

e Failure to report the incident happened at the Betio Quarantine office would result in the unnecessary leaking
out of cash as such could possibly recovered when the incident was reported on the same day that the
incident happened.

® Poor control of accounting records, documents open opportunities to conceal frauds and missing financial

documents.

® | eaking out of public funds if No proper review of revenue collections at the end of the day.

Recommendations:

e Management must ensure to review the cashier records regularly and note any significant matter that is
needed to be resolved.

e Management should ensure supervisor of Quarantine Betio keeps the key for the office.

e  All accounting documents should be kept in a proper and safe place for ease of reference and audit purposes.

e Whenever incidents had happened officers concerned must report such incidents to the Senior Responsible
Officer for their immediate appropriate and remedial actions.

e Those aware but not reporting such incident should make good the cash loss noted during that day.

Management response:

Issue 1 (1):

Current Senior Accountant was not aware of the matter as this was never reported since her first engagement with Melad in July,
2017 but just learnt the case when auditing commence at Melad on the 2016 account,

After learning the matter, Senior Accountant immediately transfer responsibilities of ALD Account officer to Revenue Cashier at
HQ in receipting and depositing phyto collections. Such Revenue Cashier is also tasked to issue phyto books to Quarantine staff
when their books are full and to ensure an adequate supply of phyto is always on hand for Quarantine demand.

Issue 1 (2):

With regards to collections on phyto rr # 12901-12950, that were collected by Quarantine on 24/7-7/8/17, this is to confirm
Auditor’s finding as this was a misappropriation of public fund discovered by Melad Senior Accountant on 8/9/17 that a total cash
of .....was just produced by ALD Account Officer being for collections of the said phytos that should have been receipted back in
early August and just receipted that day. The matter was immediately reported to Auditors who werée still conducting their
auditing at Melad and was also reported to the Accountant General including Treasury Seniors and Melad Secretary. (More details
on the case are clearly provided on the report to AG made via email ottoched)

Further to update on the action, MFED had transferred the alleged Account Officer back to MFED Treasury Unit to await final
decision on her case and had been replaced already by another Account staff. Besides, the Senior Accountant is now on top of
monitoring Quarantine collections through Melad Revenue Cashier whom had been tasked to receipt their collections every
flights.

Issue 1 (3}):

MELAD agrees with the findings of the Audit and hereunder are some justifications and corrective measures to be strictly applied.
Biosecurity Quarantine Revenue:

The incident was just reported about two or three weeks ago by the Head of Biosecurity when she asked for the door locks to be
changed. The Head further added that the incident has been reported to the Security Company and ALD has now new Security
staff for the Betio Biosecurity office. The doors have also been changed.
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Corrective measures:
i) Biosecurity officers to report revenue collected and RR No, to Head of Section, SAO Roiti Kienene on a daily basis,
Weekly reports on revenue collection submitted to DALD/DDALD. -
i) Anything amiss must be reported on the day or the day after the incident happens.
iii) Key doors of Biosecurity office should be with the Supervisor and no other. Should anything goes amiss, the
Supervisor and the concerned staff (Security Officer) must be accountable. B

iv) Unreported cases will be dealt with accordingly

SA response is as follows:

With Betio Quarantine issues on the loss of their collections, there had been a previous advice to them to have all their
customers receipt their payments with MCIC (Ministry of Commerce, Industry & Cooperatives) because, due to the long
distance between Bikenibeu and Betio and there is no safe provided by Finance to them understanding that they were never
expected to keep their cash with them.

However, the lost mentioned in Auditor’'s report was never reported to Senior Accountant and is believed to have been paid
back by the responsible Quarantine officer.

| 8.3.2 CONTROL OVER EXPENDITURE |

| 8.3.2.1 MELAD EXPENDITURE SUMMARY [
Years 2014 2015 2016
Budget 2,577,140.00 | 2,999,994.00 | 3,243,609.00
Actual 2,738,280.00 | 2,999,705.26 | 3,259,538.29
(Over)/Under (161,140.00) 288.74 (15,929.29)
l 8.3.2.2 COMPARATIVE GRAPH OF BUDGET EXPENDITURE AGAINST ACTUAL J
| —
3,000,000.00
~ 2,500,000.00 =
2,000,000.00
1,500,000.00 B
1,000,000.00
500,000.00 e
RS T gl a0
|=e=Budget  2,577,140.00 2,999,994.00 3,243,609.00 1
| ems e =

In 2016 the Ministry was given an approved estimate budget of $3.24m, an increase of over $243k when compared
with last year’s budget (2015) of $2.9m. Despite such increase the Ministry’s actual spending surpassed the increased
budget level by over $15k.

Recommendation: -

Management needs to strictly control or reduce its level of expenditure in order not to incur unauthorized spending.
Management response: =

The Ministry apologized on the overspent of $15k+ and wishes to clarify some issues that could assist why this Ministry did not
work within its set budget. y

Given that overspending is seen under Lands E1603 & Admin E1601 budget, below are some explanations on how this is caused.
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B
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1. Landsoverspent:
It is obvious that a bulk overspent of $26,797.11 under Lands found in item 204 {allowances}. Thisis due to the fact that
in 2016, budget for Lands allowances was only $5,160. Referring 2014 & 2015 budgets, amounts approved was used to
be $30k+. Melad also noticed this huge cut and reported the issue to NEPQ but was advised to put it up through a
supplementary request in 2016. There was also a supplementary submitted to former secretary but was never submitted
to NEPO until fiscal account for 2016 closed, Breakdown on Lands allowances required every yearly budget is attached.

2. Admin overspent:
Another bulk overspent was also found in Admin external travel — E16010000227 with an amount of $42,341.82.

1) Transition of the new government in 2016 has a great impact to the 2016 budget and mainly affects the external budget.
This is because there were new activities of the new government executed that same year and of them is the Minister’s trip
with their spouses that particular year that was believed to incur twice causing an additional expenditure of $25,130.10 for
the new government HM & Spouse trip. Refer details provided hereunder:

a) HM trips with spouse was done twice:
Former Government Melad HM (Tiarite Kwong) with Spouse to Rome for 397 IFAD meeting:
e airfare: 59,966 x 2 =519,932.00
o perdiem & allowances: $9,350.00 (imprest)
b) New Government former Melad HM (Tebao Awerika) with spouse to Nairobi for 2™ UNEA Workshop in Kenya:
$25,130.10
e airfare: $18,090.10
e perdiem: $7,040.00

2} 2015 Imprest were just retired in 2016 with a total expenditure of $17,888.94. They are provided as follows:

Prior years imprest just retired in 2016 $17,888.94
26/01/2016 TC030/16 HM Tiarite Kwong 9,256.14
28/01/2016 TC 040/16 Secretary Tiimi Kaiekieki 6,977.00
20/05/2016 TC 235/16 DS Teue Baikarawa 1,655.80

Further explanation to claims above that were just retired in 2015:
HM claim: COP 21 meeting in Paris 19/11-14/12/15

Secretary: tripin 2015

DS: tripin 2014

8.3.2.3 EXPENDITURE AGAINST ACTUAL BY DIVISIONS

1,182,883.00 |
1,166,713.01

$1,200,000.00 -

$1,000,000.00 =
£
$800,000.00 -+
E = Budget
$600,000.00 b
= Actual

$400,000.00 —+

$200,000.00 -+

s_ R S r
Administration

-——

Environment Agriculture
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excess spending of $35k and $17k respectively, the total of which far outweighs the net savings reported by the other

two divisions.

Recommendation:

Management should ensure all divisional Heads are involved in the budget preparation so the targets are aligned with

OF THE AUDITOR

GENERAL ON THE

ed from above, the bulk of the overspent was derived from Administration division and Lands division with their

the activities of each individual division.

Management response:

AN S M AN "
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{Refer response provided on bulk overspent under Lands and Admin)
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8.3.2.5 CONTROL OVER BUS TICKET

Finding and analysis:
Issue 1: The audit revealed number of bus tickets issued out without recording them in the bus ticket register as
indicated below;

Serial no. of
Dates Denomination No. ticket value Amount
0.50 Cents 339966 T S 0.50
0.70 Cents 307594-597 4 S 2805 3.30

Issue 2: There were officers signing and collecting bus tickets on behalf of their fellow staff without the authoritative

letter as per table below:

no. of
Dates Denomination Recipient Serial No. tickets value Amount
17/03/2016 50 Cents Officer 1 339654 1 S 0.50
@ i Officer 2 339655 1 s os50]| s 1.00
28/01/2016 60 Cents Officer 3 46404 7-048 2 s 1.20
2/01/2016 " Officer 4 464049-052 4 S 240
02/02/2016 iy Officer 5 464053-054 & s 1.20
£ i Officer 6 464055-056 2 s 1.20
6/3/2016 & Officer 7 464074-075 =2 s @20
# 2 Officer 1 464076-077 2 S 1.20
" " Officer 8 464078-081 3 5 1.80
24/03/2016 i Officer 9 464082-083 2 s 1.20
it sif Officer 5 464084-085 2 S 120
13/04/2016 o Officer 5 464092-095 4 2 7 )
14/04/2016 " Officer 4 464096 1 S 0.60
5/04/2016 & Officer 4 463943-946 4 S 240
5/06/2016 =3 Officer 5 46394 7-950 4 S 240
6/12/2016 - Officer 10 464147-148 2 S 320
. 4 Officer 7 464149-150 2 s 120 s 22.80
13/4/2016 70 cents Officer 11 307782-785 4 5 2.80
o " Officer 12 307786-789 4 5 280
= i Officer 13 307790- 793 4 S 2.80
18/11/2016 " Officer 14 307586-589 4 s 2.80
S g Officer 15 307590-593 E s 2805 14.00
4/07/2016 80 cents Officer 16 346034 7 s S 0.80
4/12/2016 = Officer 17 346035-038 4 5 320| 5 4.00
17/3/2016 90 cents Officer 1 353811 1 5 0.90
o e Officer 2 353812 o S 090| s 1.80
Total 67 S 43.60
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Issue 3: Staffs were not signing against their names upon receiving of their bus tickets as noted hereunder:

Serial no. of
Dates Denomination | Recipoent No. ticket value
13/6/2016 0.50 Cents Officer 1 339981-985 5 $2.50
16/6/2016 I Officer 1 339986-988 3 51.50
18/11/2016 “ Officer 2 339835-842 8 $4.00
26/09/16 # Officer 3 339843846 4 $2.00
Total 20 $10.00

Implications:

V. The absence of a control on the bus tickets, could lead to misappropriation and misuse of bus tickets.

vi. Issued tickets without supportive signatures and if not detected could encourage malpractice within office.

vii. Issued tickets without indicating reasons whether it was official or not, could result in entertaining of

unofficial routes/trips that would lead to misappropriation of bus ticket.
Recommendations:

e Management should put in place a strong control mechanism to ensure that each officer must sign bus
tickets once the bus tickets had been issued out.

e Management should regularly check and review the task of its accounting staff to ensure all issued tickets
must be properly issued accordingly.

Management response:
Issue 1:

Bus ticket (50cents) serial 339966: confirmed unrecorded and lost and should be among those issued on 3/6/16 or 13/6/16.
Bus tickets (70cents) serial 307594-597: confirmed lost and serial was among the pages issued on 18/11/16 & 24/11/16.
Confirming the loss of bus ticket above, the responsible officer will be surcharged to recover such a loss,

Issue 2:

Management confirmed findings on staff signing others’ bus tickets which Senior Accountant just learnt and had strongly
reminded account staff to discontinue such a practice. For those failed to comply will be surcharged the amount or value of bus
ticket issued again that way.

Issue 3:

Also with bus ticket issues without signatures, Senior Accountant is working now on identifying the officer responsible for bus
ticket during those given dates to have that officer surcharged or to receipt back the total value of those unsigned bus ticket as a
way of punishment to stop them from such practices.

This office will make Auditor's copy; either a receipt or documents used to recover such unlawful issue of bus ticket from

responsible staff once action made,

8.3.2.6 LOG BOOK

Findings and Analysis:
The audit revealed the control weaknesses over the MELAD log book as obviously noted below:

Division Vehicles Number Remarks

Head Quarter G260 The log book was not completed hence the
last record was in Dec 13 2016. Also the
mileage was not recorded as well

Head Quarter G259 The log book was not maintained

Agriculture G286 _ Not properly maintained and the
incomplete of records such as the mileages.

87"




REPORT OF THE AUDITOR GENERAL ON THE 2016 GOK ANNUAL ACCOUNT PART 1
Implication:
e Failure to update log books would make it not possible for auditors to confirm claims been lodged for

overtime, refuelling and proper uses of the vehicle were in order.

Recommendations:

e Management must remind the driver concerned to return his log book to be reviewed and to be checked and
updated regularly.

e Management should reject claims for overtime and refuelling if no appropriate supporting documentations
are provided by the driver.

Management response:

Vehicle # G260:

Driver has been reminded on this to ensure this is not repeated in future. Driver is now currently using a new log book/new
template to address the issue.

Vehicle # G259:

There was actually a Log book 2016 unfortunately miss-placed within the handing over time of our former OM and new OM. OM
and Driver both reminded on this while Admin ensure recommendations are complied with.

Vehicle # G286:

This vehicle is the one used by DALD. In times when DALD is on travel duty or away on leave, the vehicle is left in the care of OIC. It
is within these periods that the logbook is not properly maintained. There are also times when DALD herself forgets to log the
metered.

8.3.2.7 OUTSTANDING IMPREST

Findings and Analysis:
The accumulated outstanding Imprest amounted to $57,664.91 had been confirmed when the audit team extracted
the outstanding list from records held by the Ministry of Finance. Details of which appended in the table below:

Officers Nam s Amount
Officer 1L 4,457 .34
Officer 2 2, 771L.22
Officer =3 2,1 794.92
Officer 4 29.55
O fFfFicer 5 4, 167.04
Officer & 1,015 .00
Officer 7 1L,.289.96
Officer S 405 .00
Officer O 1,440 .00
Officer 1LO 1,154 96
Officer 11 1,.3494494.91
Officer 1.2 14,780.47
Officer 1.3 56.52
Officer 1.4 135.00
Officer 1.5 4,205 .00
Officer 16 22500
Officer 177 2,906.96
Officer 1.2 2,.,1L0&.00
TOTAL 57,6644 .91

Implications:
e Not clearing or recovering outstanding Imprest in full would have an effect on the cash flow of Gov't.

e Not retiring of Imprest within the 10 days grace period and if officers are still allowed to travel is a total breach
of Financial Regulation 2011 and Imprest policy.
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Recommendations:
e Management should ensure the officers concerned arranged for immediate retirement of their Imprests and
where any dues are payable to government, to arrange immediate recovery.
e Further Imprest will not be entertained to the above officers until arrangements have been made to clear the
outstanding Imprests.
e Management should have an Imprest register for ensuring timely retirements of Imprest from those that have
returned from official trips.

Management response:
MELAD does not agree with some outstanding having informed those staff to provide supporting documents and liaise again with
Imprest Unit. MELAD is of a view that Imprest staff were overwhelmed with plenty tasks.

Melad had worked with finance on such outstanding and revealed the following:
i) Some Imprest balances have been reduced as retirement were just made with Finance while some were still
recovered by their ongoing salary deductions
if) Some Imprest balances remain unchanged as no clearance made on them until now while there are also cases now
with retirements made with Linnix account claiming that they have not yet reflected in MFED Imprest record.
iii) With those negative balances, MFED clarify that they are credit balances that has to be refunded by officers names
provided on the list.

Melad approaches in assisting MFED in reducing such a huge Imprest outstanding are:

i} To remind staff with names on the list to make their retirement soon or to give their consent on their salary
deduction for the recovery of their outstanding Imprest and this is to be done through a written notice.

i) To include in Senior Accountant’s plan when conducting reconciliation with Linnix Account at Kiritimati.

8 |Pacge



Findings and Analysis:

9.1 AUDIT OPINION

AN UNQUALIFIED AUDIT OPINION is issued for the Maneaba ni Maungatabu for the year ended 31* December 2016

with “Emphasis of matter” as discussed in detail from 9.3 below.

9.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS

The following issues were noted as the causes of the audit opinion for the Maneaba ni Maungatabu performance in

the fiscal year 2015.

audit scrutiny.

Qutstanding Imprest

Vote ledger/Database access
Log-Book

Two year leave policy
entitlement

Not solved/Addressed
Solved

Not Addressed

issues Solved/Addressed Status of the issues in the 2016
audit

Revenue under collection Solved/Addressed Improved revenue collection.

Overtime docket unavailable for | Solved/Addressed Improved record keeping

Improved recovery action from
imprest holder’s.
Reconciliation issues still exist.

Log book was available

Outstanding leave still not
counted back to two years..

| 9.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT

The following significant matters have been raised for your attention and comments:

| 9.3.1 CONTROL OVER REVENUE

| 9.3.1.1 MNM SUMMARY REVENUE COLLECTION — 2014-2016

Budget $7,350.00 $12,850.00 $4,000.00
Actual : $4,001.25 $3,093.00 $9,518.00
Var Under/(Over) $3,348.75 $9,757.00 ($5,518.00)
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9.3.1.2 MNM COMPARATIVE LINE GRAPH OF BUDGET REVENUE AGAINST ACTUAL - (2014-2016)

It is pleasing to note that when comparing with previous years’ performance, the revenue collected has boomed and
far exceeded the budget estimate that had been reduced down to $4k. Therefore, management must be applauded
for their tireless efforts and vigorous performance noted this year.

| 9.3.1.3 MNM REVENUES AGAINST BUDGET BY DIVISIONS

Divisions Administration Parliamentary Meetings | Total

Budget S 3,000.00 S 1,000.00 S 4,000.00
Actual S 4,819.00 S 4,699.10 S 9,518.10
Variance(Over)/Under S (1,819.00) S (3,699.10) $ (5,518.10)

| 9.3.1.4 MNM COMPARATIVE BAR GRAPH ESTIMATE REVENUE BY DIVISIONS AGAINST ACTUAL

v

o o a TS T T TE=

$5,000.00

$4,000.00
 $2,000.00 |
'51_,000.-00 ¢

* Administration .Péﬁra_m‘—:“‘ﬂfﬁ%ﬂﬁé?s

As clearly indicated from the above graph, both divisions Administration and Parliamentary meetings exceeded budget
estimate by over S1k and $3k respectively

Management response:
No response received.
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9.3.1.5 ARREARS OF REVENUE

2016 GOK ANNUAL ACCOUNT PART |

Findings and Analysis:

It was noted at the end of fiscal year 2016 that Parliament had outstanding revenue not yet collected of $15,366.76. In
2015 the total arrears of revenue was $1,068.75, a notable increase of $14,298.01. This concludes lack of supervision
to follow up on recovery actions.

Implications:
» The absence of a recovery mechanism would make it difficult for management to pursue recovery of any
outstanding dues.
» Prompt recovery of arrears of revenue would reduce the risk of revenue foregone as time of recovery would
be within the Statue limitation bar of 6 years.

Recommendations:

v'  Management should have a database kept, updated and readily available for future access.

v"  Management should have a stringent follow up policy and recovery mechanism on late payers

v" Management should ensure it does regular checks on its accounts staff to ensure full
compliance with the provisions of the FR 11. -

Management response:
This outstanding revenue was collected in 2017 and this is already solved during MM meeting with PAC, This means that the said
outstanding have been settled and collected.

| 9.3.2 CONTROL OVER EXPENDITURE |

| 9.3.2.1 PARLIAMENT BUDGET SUMMARY AGAINST ACTUAL EXPENDITURE |
Budget |  $2,864,380.00 $3,066,410.00 $3,419,042.00
Al = $2,977,971.00 $2,809,028.88 $3,340,484.96
Variance Under/{Cver) | ($113,591.00) $257,381.12 $78,557.04

| 9.3.2.2 COMPARATIVE BAR GRAPH BUDGET EXPENDITURE AGAINST ACTUAL =

{ $4,000,000.00

| $3,500,000.00

i $3,000,000.00

| $2,500,000.00 - .

| $2,000,000.00 - ¢—Budget
| == Actual

| $1,500,000.00 - . N

| $1,000,000.00 - -

$500,000.00

$0.00 - : .
| 2014 2015 2016
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As clearly revealed above Parliament had managed to set a more realistic budget level, an increase of $352k over that

of 2015, and therefore was able to manage all expenses within the new budget ceiling that resulted in a net saving of
: $78k. Management should be commended for such notable achievement.

Management response:
No response received.

9.3.2.3 MNM EXPENDITURE AGAINST BUDGET BY DIVISIONS — 2016

Parliamen Parliamen
Divisions Administration ; : Ly ey . antary Total
meetings committee
Budget $  977,925.00 | $ 2,232,67200| §  208,445.00 | $3,419,042.00
Actual $  921,34566 | $ 2,211,052.93 | $ 208,086.00 | $3,340,484.59
Variance(CQver)/Under | $ 56,579.34| S  21,619.07| S 359.00 | S 78,557.41
9.3.2.4 MINM BAR COMPARATIVE GRAPH AGAINST BUDGET BY DIVISIONS - 2016
) $2,500,000.00
$2,000,000.00
1$1,500,000.00 L
e = Budget
= ~$1,000,000.00 mActual |
Administration Parliamentary  Parlaimentary ]
- meetings  committee i'
= T : s |

From the exhibited graph above, it is pleasing to note that all divisions; Admin & Support service 01, Parliament
meetings 02 and Parliamentary committees have operated within the approved budget which resulted in a surplus of
$78k.

Management response:
No response received.
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9.3.2.5 IMPREST - OUTSTANDING

Findings and Analysis:

As per listing of imprest 2016 (MFED) the total outstanding imprest for 2016 that has not been recovered was $8,073
plus total accumulated outstanding imprest from previous years of $730k still not yet been recovered or cleared under
each respective imprest holder as of to date. Details and names of imprest holders can be provided upon request.

Implication
Failure to clear or recover outstanding Imprest in full would impact on the cash flow of Gov't.

Recommendation:

¥v" Management should ensure that the above stated total Imprest outstanding were agreed with
each concerned respective employee and to pursue speedy recovery actions on those still not
bothered to retire or clear their outstanding dues.

v Further Imprest will not be entertained to any officer until previous outstanding Imprest had
been cleared in full.

Management response:

It will require enormous time to recover outstanding Imprest of MnM staff/MPs if account staffs were given special time and
overtime to concentrate on reconciling and collecting relevant information to clear them all. Management has decided to assign
its accounting staff to start working on this important exercise beginning in 2018.




Findings and Analysis:

10.1 AUDIT OPINION

AN UNQUALIFIED AUDIT OPINION is issued for the Ministry of Commerce, Industry and Cooperative for the year

ended 31% December 2016 with “Emphasis of matter” as discussed in detail from 10.3 below.

10.2. STATUS OF PRIOR MANAGEMENT LETTER ITEMS

The following issues were noted as the causes of the audit opinion for the Ministry of Commerce Industry and

Cooperatives performance in the fiscal year 2015.

Issues Solved/Addressed Status of the issue in the 2016
audit

KPF contribution variances Not solved/Addressed No improvement in the
reconciliation.

Variance detected when Not solved/Addressed No improvement in the

comparing overtime reconciliation.

Log book not available for audit | Not Solved/Addressed No improvement in maintaining

scrutiny log book.

Refueling of employee vehicle Solved/Addressed No improvement

10.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT

The following significant matters have been raised for your attention and comments:

10.3.1 CONTROL OVER REVENUE

L 10.3.1.1 MCIC REVENUE SUMMARY COLLECTION (2014-2016)

= e e e
Budget - $55,520.00 $60,060.00 $69,260.00
Actial $84,420.00 $71,596.00 $85,072.47
Under/(Over) ($28,900.00) |  ($11,536.00) ($15,812.47)

| 10.3.1.2 COMPARATIVE LINE GRAPH OF BUDGET REVENUE AGAINST ACTUAL

=t Budget

e=fi== Actual

2014 2015 2016

It is pleasing to note from the above analysis that for the past three years (2014 to 2016), MCIC had maintained the
intensity level of its revenue collection by having exceeded again revenue budget estimate by $15k for the fiscal year
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2016. This resulted from the increase in the actual collection by $14k (2015 $71,596-2016 $85,072.47) over that of
2015. Management should be commended for such notable achievement for the past three years.

Management response:
No response received.

10.3.1.3 MCIC REVENUES AGAINST BUDGET BY DIVISIONS - 2016

o Business Business
Divisions E "
regulation promotion Total
Budget S 56,700.00 S 12,560.00 $ 69,260.00
Actual S 76,494.77 S 857770 | § 85,072.47
Variance{Over)/Under | 5 (19,794.77) $ 3,98230 | § (15,812.47)

10.3.1.4 COMPARATIVE BAR GRAPH OF BUDGET REVENUE AGAINST ACTUAL BY DIVISION

Business regulation Business promotion

The above statistics clearly showed that one of the two (2) divisions generating revenue failed to meet its revenue
target and its shortfall had been offset by the excess collection generated by the other division.

Recommendations:

Management must encourage its above divisions to exert efforts, particularly the other division that failed to meet its
target, in collecting its revenue in future.

Management should ensure its budget level is aligned with the revenue its divisions anticipate to collect in future =
years.

Management response:

Business Promotion Division have failed to collect what its actual Provision for 2016 as this was caused by the failure to pay
container storage from suppliers which have allocated their containers at MCIC yard Temakin. Reminder already sends to them

but still no action from their end. Therefore, BPC could not meet its target throughout 2016.

| 10.3.2 CONTROL OVER EXPENDITURE |

| 10.3.2.1 MCIC EXPENDITURE SUMMARY | —

$1,279,920.00 $1,480,721.00 $1,659,281.00
$1,276,641.00 $1,379,472.89 $1,563,965.66
$3,279.00 $101,248.11 $95,315.34
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10.3.2.2 COMPARATIVE GRAPH OF EXPENDITURE BUDGET AGAINST ACTUAL

—-u—Actda[

2014 2015 2016

The above table and graph depicts the increase in the budget level by $179k (2015 $1,480m-2016 $1,659m) that is in
consonance with the increase in the actual spending level when compared to 2015 thus resulting in a net saving of
$95k and for which management should be commended for being able to spend within its budget allocation.

However, with colosal saving management should ensure its budget level is aligned with the activities its divisions will
carry out in future years.

Management response:
No response received

| 10.3.2.3 MCIC EXPENDITURES AGAINST BUDGET BY DIVISION

$784,424.00 | $336,554.00 | $395,135.00 | $143,168.00 | $1,659,281.00
$771,963.37 | $300,757.75 | $366,252.36 | $124,992.18 | $1,563,965.66
$12,460.63 | $35,796.25 | $28,882.64 $18,175.82 $95,315.34

10.3.2.4 COMPARATIVE BAR GRAPH OF BUDGET EXPENDITURE AGAINST ACTUAL BY DIVISION

800,000.00
700,000.00
600,000.00
500,000.00

300,000.00
20000000

¥ Budget
100,000.00 -
$0.00

E Actual

It is pleasing to note that all of four (4) divisions of MCIC had managed to save within their approved budget.
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Recommendations:
e Management must ensure to continuously maintain its level of spending within its approved budget in future
years. ;
e Management to ensure its budget level is more reflective of the activities its divisions will executive in future
years.

Management response:
As far as can be detected from what have been reported by Audit Office, the spending was less than what has been budgeted for,
we agree with the suggestion from the Audit to try to implement activities against the budget for each current year,

10.3.2.5 REFUELING OF EMPLOYEE VEHICLES FOR OFFICE USE

Findings and analysis:

After selecting PV’s for audit testing, it was noted with concern that some of the staff has granted the permission to
refuel private vehicles for official use without written notification to the Gas station. Management must provide
explanation and further clarification regarding this issue. Details of PVs are noted here under.

PV #156/16 $862.95 less $65.90 (official) = $797.05

PV #42/16 $197.60 less $61.20 (official) = $136.4

PV # 14/16 $376.95 less $147.70 (official) = $229.25 | Total $1,162.70 - Unofficial

Implication:
The absence of a monitoring mechanism of refuelling of vehicles will increase the risk of staff refuelling own private
vehicles at the cost of public funds.

Recommendations:
e Management must ensure that only government vehicles are permitted for refuelling for the intended
purposes.
e Management must provide permit pass to the driver given the authority for refuel government transport only.
e Refueling of private vehicles should be well supported, the authority of which should be readily available for
audit purposes.

Management response:

Total payment done for Private vehicles from the above Payment vouchers is $274.80. Vehicle TC 2154 was also a vehicle for
MCIC Project APCC and this vehicle have been tendered out to KCDL later in 2016. At the beginning of 2018, it was used here in
the Ministry for official purposes therefore, fuels were proper and they are not private vehicles. According to'what we have found
here, Vehicle TC 3112 and BC 2373 were the only private vehicles but they were used for office need during the unavailahility of
transport those times....so no rental but just fuel to purchase from office and this can be supported as per dockets attached.
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Findings and Analysis:

11.1 AUDIT OPINION

AN UNQUALIFIED AUDIT OPINION is issued for the Office of the Attorney General for the year ended 31* December
2016 with “Emphasis of matter” as discussed in detail from 11.3 below.

11.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS

The following issues were noted as the causes of the audit opinion for the Office of the Attorney General performance
in the fiscal year 2015.

Status of the issue in the

Issues Solved/Addressed P

Lack of performing reconciliation which resulted in the

Not solved/Addressed
variances in the KPF contribution. /

Log book was not provided for auditing purposes. Not solved/Addressed

Not updating vote ledger. Solved/Addressed

\ 11.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT

The following significant matters have been raised for your attention and comment:

‘ 11.3.1 CONTROL OVE REVENUE

I 11.3.1.1 REVENUE SUMMARY COLLECTION — OAG 2014-2016

Year 2014 2015 2016
Estimates S 750.00| S 750.00|  $ 750.00
Actual $ 10,17750 | S 354.60 $ 54850
Variance (Over)/Under S (5,427.50) | $ 395.40 $ 20150

L11.3. 1.2 COMPARATIVE GRAPH OF REVENUE BUDGET AGAINST ACTUAL

$12,000.00 - ey

oo L\

$6,000.00 — \ I —— Estimates

\ sl Actual

$4,000.00 B N

$2,000.00 ;____ S s \ SRS
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The above graph illustrated the level of budget for the past three years (2014-2016) which simply indicated the OAG
still failed to collect its revenue budget by $201. It is of paramount importance for the Ministry (Management) to
provide a more realistic budget figure that it would be able to collect as any shortfall could trigger further drawdown
from the RERF.

11.3.1.3 REVENUES BUDGET AGAINST ACTUAL BY DIVISION — OAG 2016

Division{Administration
. Budget Actual (Over)/Under
&Policy development)
Legal fees $500.00 $500.00
Sale of Law books $250.00 $548.50 $(298.50)

The above table revealed the two revenue items that OAG perceived to receive for the year and as could be sighted
there was no revenue received for legal fees while the revenue received from the sale of law books far outweighed its
budget by $298 thus resulting in a net under-collection by $201.50.

Management response:

This depends on the number of books printed as requested from customers (private).

[ 11.3.2 CONTROL OVER EXPENDITURE

I 11.3.2.1 EXPENDITURE BUDGET SUMMARY- OAG

Year 2014 2015| 2016
Budget $665,556.00 | $689,188.00 | $745,243.00
Actual : $665,934.42 | $708,141.50 | $740,876.41
Variance Under/{COver) ($378.42) | (518,953.50) | $4,366.59

11.3.2.2 COMPARATIVE LINE GRAPH OF BUDGET EXPENDITURE ESTIMATES AGAINST ACTUAL

| $760,000.00 ——————————

| $740,000.00

| $720,000.00

' $700,000.00 -

==f==Budget

| $680,000.00 —@— Actual

| $660,000.00

| $640,000.00

| $620,000.00
: 2016

2014 2015

As depicted in the above graph the budget level had increased and it is pleasing to note OAG for the first time had

managed to spend within such budget level when compared to previous years’ performances. Therefore,

management should be commended for such notable achievement.
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|711.3.2.3 EXPENDITURE BUDGET AGAINST ACTUAL BY DIVISIONS — 2016

= T = &= = = | Unriance:
'B'mio" . - Am[al (Over)fUnaer
-Adnunish'atmn & Pblicy

e “t . - $480,479.00 | $479,132.37 $1,346.63
Civillaw - | $170,360.00 | $168,950.56 $1,409.44
Criminal Prosecution | $94,404.00 | $92,793.48 $1,610.52
Total $745,243.00 | $740,876.41 $4,366.59

ITI.3.2.4 COMPARATIVE BAR GRAPH OF BUDGET EXPENDITURE ESTIMATE AGAINST ACTUAL BY DIVISIONS

| i e SR S | l

| $500,000.00 |
$400,000.00 -

$300,000.00 - = budget

| $200,000.00 | m Actual

$100,000.00 -

i $0.00

Administration & Policy Civil law Criminal Prosecution
Development

As revealed from

the above, all of the three divisions, Administration & Policy development, Civil Law and Criminal Prosecution, have
savings by the end of the year.

Management response:

There is no overspending of the budget in 2016. There is a remaining of §4,366.59 from the budget.

11.3.2.5L0G BOOK

Findings and Analysis:

The log-book was not provided during the audit. Therefore, this made it difficult for the audit to check the accuracy of
the fuel cost for each vehicle, mileage taken per trip and overtime claimed by the driver. This issue was also the
subject of our finding in our last audit report and as this was repeated this year it showed management’s failure in
addressing the recommendations posed in our previous audit report.

implications:

e Failure to provide a logbook is a breach of the provisions of the FR 11 and would increase the risk of abusing
government vehicles.

e Failure in maintaining a gov't vehicle log book would raise questions in particular on the genuineness of claims
for fuel and overtime being processed by management.
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Recommendations:
v The audit recommends that each vehicle has a logbook and it is maintained and updated and

4 to be made readily available for future audits.

v Audit recommends that the driver will always update records on the movement of vehicles
failure by which could annul in particular overtimes being claimed.

v" Management should put in place other monitoring mechanisms, say, by the use of tickets by
drivers when refueling the vehicle.

Management response:
The custody and maintenance of the log books are in practice, mostly the responsibility of drivers as they keep records of their
daily tasks and activities, They are supposed to be returned to me as the accountant but as | observed, the drivers have failed to

do so and this resulted in the loss of their log- book.

11.3.2.6 OUTSTANDING IMPREST $1,633.30 J

Findings and analysis:
The Office of the Attorney General has an outstanding Imprest of $1,633.30 in 2016, as per details shown in the table

hereunder:

Name Amount

Officer 2 $1,337.55

Officer 4 $295.75 $1,633.30 |

Implications:
e Timely retirement of Imprests is in compliance with FR 11 requirement and would contribute to the strength
of the cash flow of Government.
e Failure to retire the Imprest and yet again issued a new one could increase the risk of loss of public funds if
such were not detected later and could also cause hardship on the holder if recoveries were hastened at a
later stage.

Recommendation:
v Management must maintain a register for Imprests to monitor the retirement by officials.
v Management must ensure that all Imprests are retired after 10 working days from the date
the officer returned from the official trip.
v No further Imprest will be given to the officer until the previous Imprest had been cleared.
v" Management to ensure all above listed officials have retired their Imprests and to pursue
speedy recovery on those still yet to retire their Imprests.

Management response:
Written management response was received hence the amount of outstanding Imprest was reduced from $9,575.88 to $1,633.30

as per indicated above.
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Findings and Analysis:

12.1 Au_nlr-omloﬂ :

AN UNQUAFILIED AUDIT OPINION is issued for the Ministry of Fisheries and Marine Resources Development for the
year ended 31 December 2016 with “Emphasis of matter” as discussed in detail from 12.3 below.

12.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS

The Ministry has been issued an unqualified opinion for the last four consecutive years since 2013.

12.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT == 2 |

The following significant matters have been raised for your attention and comments:

12.3.1 CONTROL OVER REVENUE ]

12.3.1.1 MFMRD REVENUE SUMMARY COLLECTION:

R T - L
ol $38,413,500.00) $75,633,500.00| $100,162,000.00] $102,722,000.00
Actial $142/682,264.97| $207,103,634.94 $158,994,989.30| $158,994,989.30
Liogn . | -$104,268,764.97] -$131,470,134.94| -$58,832,989.30| -$56,272,989.

}“l'(ﬂmﬂ -9 64.97| -§131,470,134.94( -$58,832,989.30| -$56,272,989.30

The audit noted that the total revised budget disclosed in the management report of $100,162,000.00 is incorrect. In
fact the correct figure that must be disclosed should be $102,722,000.00 and not $100,162,000. Therefore, the error
noted above has overstated the excess revenue collection by $2,560,000.00 as the actual excess should only be $56m
and not $58m.

12.3.1.2 COMPARATIVE LINE GRAPH OF BUDGET REVENUE AGAINST ACTUAL |

=g==Budget

As clerly depicted from the above gaph, with an increase in its budget estimate 7m (201575m -2016 $102m)
MFMRD has maintained its remarkable performance over the past years (2014-2016) by continuously surpassing its
revenue budget and in 2016 it has an excess of over $56m despite a short fall in the actual revenue collection by $49m
(2016 $158m - $207m in 2015). Therefore management should be applauded for its ability to set a budget level that it
would still be able to surpass despite the volatility of fishing revenue within our waters.
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12.3.1.3 MFMRD REVENUES AGAINST BUDGET BY DIVISION

AUDIT CALCULATION MANAGEMENT REPORT VARIANCES

Output [Divisions |Budget Actual (Over)/Under | [Budget Actual (Over}/Under |{Btwn Over&Under]
Q2103 |Fishing Vessel licensing

Vessel and Equipment Hire 5,000.00 oTATLI0|- 6247010 5,000.00 oT4TL10f 6247210

fish and fish poster sales 30,000.00 2915250 847.50 v 30,000.00 20,152.50 847.50

local fishing 57,000.00 51,377.00 5,623.00 : 57,000.00 51,377.00 5,63.00

local licensing 35,000.00 35,000.00 R 35,000.00 35,000.00 .

fish transhipment fees 1,280,000.00 | 15525,972.50 |- 14,245,972.50 1,280,000.00 | 15,525,972.50 |- 16,805,972.50|  2,560,000.00

fishinglicense revenue | 100,000,000.00 | 143,295,455.20 |- 43,295,455.20 3 100,000,000.00 | 143,295,455.20 |- 43,295,455.20

|Division Sum 101,407,000.00 | 158,969,429.30 |- 57,562,429.30 ’ 98,847,000.00 | 158,969,429.30 |- 60,122,428.30|  2,560,000.00
Q10 |l.icemingand&zfomement ’

local licensing 35,000.00 25,560.00 9,440.00 35,000.00 25,560.00 9,440.00

fish transhipment fees 1,280,000.00 1,280,000.00 1,280,000.00 1,280,000.00

{Division Sum 1,315,000.00 55,560.00 | 1,289,440.00 1,315,000.00 25,560.00 | 1,289,440.00

MINISTRY SUM 102,722,000.00 | 158,994,989.30 |- 56,272,989.30 | | 100,162,000.00 | 158,994,989.30 |- 58,832,989.30|  2,560,000.00

As observed during the audit the Management report figure for MFMRD budget amounted to $100,162,000 was
incorrect. The correct figure should be $102,722,000 as shown under the audit calculation table above. It was further
noted that the excess collection of fish transhipment fees totalled to $16,805,972.50 was also incorrect. The actual
figure as indicated in the above table (refer audit calculation) was $14,245,972.50. Thus, in this incident management
are strongly recommended to provide valid clarifications regarding the above anomalies discovered.

| 12.3.1.4 COMPARATIVE GRAPH OF BUDGET REVENUE AGAINST ACTUAL PER DIVISION
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From the above analysis, it is pleasing to note the bulk of the revenue collection was derived from 3 outputs; fishing
license revenue with an excess of $143m, fish transshipment fees $14m and vessel and equipment hire of $62k
respectively. The remaining output allocations fall short of the revenue budget.
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Recommendation:
The Ministry should maintain such remarkable performance and to encourage other revenue collecting managers to

meet their revenue targets.

Management response:
Variance in revenue is noted. Reconciliation between Ministry and MFEP needs to be improved to reduce variances in figures. This

is work is progressing with MFEP

12.3.2 CONTROL OVER EXPENDITURE

12.3.2.1 MFMRD EXPENDITURE SUMMARY

Budget $2,156,517.00 | $2,279,744.00 | $2,684,603.00
Actual $1,940,187.87 | $2,020,278.28 | $2,365,325.40
‘Under/{Cver) $216,329.13 $259,465.72 |  $319,277.60

12.3.2.2 COMPARATIVE LINE GRAPH OF BUDGET EXPENDITURE AGAINST ACTUAL

The analysis shown above highlighted the trend of the approved budget against the actual spending for the past three
consecutive years, 2014 to 2016. It is interesting to note a steady corresponding increase in the actual spending to that

- of the budget over the years. However, with a colosal saving again of over $319k there is concern on the activities of
the Ministry as there may be those been planned but were not eventuated and may affect future budgets once
delivered later.

12.3.2.3 MFMRD EXPENDITURE BUDGET AGAINST ACTUAL BY DIVISIONS

. Dlvlum e
Bﬂdget ; §720,050.00| $133,629.00| $1,283,738.00| $258,069.00 | $159,089.00| $130,028.00] 52,684,603.00
Actual $647,743.50 | $126,861.04| $1,197,617.80| $173,455.44 | $134,965.71 $84,681.91) $2,365,325.40
Vilria;i_l_ce
{over}ﬂ'}nﬂe $72,306.30 $6,767.96 $86,120.20 | $84,613.56| $24,123.29 $45,346.09 8319,277.60
T
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| 12.3.2.4 COMPARATIVE BAR GRAPH OF BUGDET EXPENDITURE AGAINST ACTUAL PER DIVISION
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As shown above, all of the six (6) different divisions under MFMRD have managed to carry out their respective
activities within the allocated budget thus all contributed to the net saving of over $319k.

Recommendations:
e Management to encourage all its divisions to continuously maintain their spending levels within their
approved budgets.

e Management to ensure its budget level is aligned with the activities each respective division is to execute in
future years to avoid excessive savings at the end of each financial year.

Management response:

Audit concerns with savings of $319,277.60 may affect MFMRD activities planned in 2016 are noted. Analysis of the report shows
that more than 80% of these savings comes from salary associated with KPF contribution and leave grant. The savings arises from
absence of senior positions within the Ministry which were catered for and not able to be filled, as delay in advertising these
positions is that the Ministry has invested by building capacity of its staff in long-term training to fill in these positions upon return.
Most staff are due to complete this year. Some senior positions have been filled this year with confirmations to be in place soon.
Middle senior positions are being cleared and ready for advertisement beginning next year. It is anticipated that the most senior
positions within each division will be filled allowing each division to be effectively managed.

12.3.2.5 OUTSTANDING IMPREST 2016

Findings and Analysis:
The audit revealed after testing the imprest as per MFEP listing that the total outstanding imprest still not yet retired
for 2016 was $17,557 as noted in the table hereunder:
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NADME Current Decembey November Total
Officer I 2.652.00 2.652.00
Otticer 2 180 180
Officer 3 Z2,155.00 2.155.00
== Officer 4 315 2,472.00 2, 787.00
Ofticer 5 ST SIS
Officer 6
= Officer 7
Officer 8
Offticer 9

— Officer 10

Officer 11

Officer 12 315 315
Officer 13 1.850.00 400 2.050.00
Officer 14 2.850.00 2.850.00

Officer 15

Officer 16 260 260
Officer 17 1.330.00 1.330.00
Officer 18 e6 172 238
Offticer 19 580 580

Officer 20

Officer 21 315 315
Officer 22

Ofticer 23 200 200

Officer 24

Officer 25
Officer 26

Officer 27 315 315 e300
Total 4.881.00 2.370.00 10.306.00 17.557.00
Implications:

e Timely retirement of Imprests is in compliance with FR 11 requirement and would contribute to the strength
of the cash flow of Government.

e Having the excessive outstanding imprest in respect of a retired officer could increase the risk of loss of public
funds and could cause hardship on the recovery action where the officer had already left the government

service.

Recommendations:
e Management must ensure that all Imprest are retired after 10 working days from the date the officer returned
from the official trip.
e Management to ensure no further Imprest will be given to the officer with outstanding Imprests until the
previous outstanding Imprests had been retired and cleared.
e Management should take more precautions on those who are almost reaching the retirement age to avoid
hardship in pursuing recoveries later when they are no longer in the civil service.

Management response:

The Ministry has reviewed the 2016 total outstanding imprest amount of $17,557.00 and proposes that a further
reduction of $9,652.00 be made giving a balance of $7,905.00, The Ministry will follow up on outstanding imprest amounts
from all staff listed below accordingly to be sorted out before end of this year.

Records confirm that only Officer 3, 12 and 16 have yet to clear their imprests. Letter has been issued to these staff

today to clear this within a week or to write to MFEP for salary deduction. Follow up measures are in place to have

automatic deduction if not attended to within a week.
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Findings and Analysis:

13.1 AUDIT OPINION

AN ADVERSE AUDIT OPINION is issued for the Ministry of Health and Medical Services for the year ended 31
December 2016 “Except For” the effects of the matters as discussed in detail from 13.3 below.

13.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS

The following issues were noted as the causes of the audit opinion for Ministry of Health and Medical Services
performance in the financial year 2015.

Issues Solved/Addressed Issues status in 2016 audit

Excess spending Not solved/addressed | Unauthorized spending still reported in 2016

Imprest outstanding Not solved/addressed | Outstanding imprest still detected in 2016

Vote ledger or | Same as above Database in 2016 was not updated

database

Control over ration Same as above No improvement as repetitive issues still
detected

| 13.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT

The following significant matters have been raised for your attention and comment:

| 13.3.1 CONTROL OVER REVENUE E

| 13.3.1.1 MHMS REVENUE SUMMARY COLLECTION |

Year Budget Actual (Over)/Under
2014 107.470.00 102,986.00 4,484.00
2015 107.470.00 114,563 .40 (7,093.40)
2016 107.470.00 70.909.00 36,561.00
13.3.1.2 COMPARATIVE GRAPH OF BUDGET REVENUE AGAINST ACTUAL I
Revenue comparative graph by years 2014-2016
140,000.00
120,000.00
|
| 100,000.00
80,000.00
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S00000 —— - — B Adtuial
m(om_oo é___.__.. =" Eifies L L Ly
zo)om_oo e =L = ks S e
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Based on the above analysis that in 2015 MHMS had managed to collect $114k against an estimate budget of $107k
resulted in the excess collection of over $7k. However, in 2016 MHMS had continued its estimate revenue budget of
$107k but as noted from the analysis above the Ministry only managed to collect the sum of over $70k which resulted

in the shortfall of revenue significantly by over $36k.

Recommendation:

It is therefore recommended that management should revise its revenue budget to a more realistic figure or, if the
estimate is as expected, to exert efforts in collecting the revenue to meet the target as anticipated.

Management response:
No response received.

Ii?.i‘. 1.3 MHMS REVENUE AGAINST BUDGET BY DIVISION

Code Division Budget Actual (Over)/Under
C2201 Administration 94,600.00 62,380.05 32,219.95
C2208 Physiotherapy 1,000.00 1,848.85 (848.85)
C2210 Nursing Services 11,870.00 6,680.10 5,189.90
Total 107,470.00 70,909.00 36,561.00

13.3.1.4 COMPARATIVE GRAPH OF BUDGET REVENUE AGAINST ACTUAL PER DIVISION

[
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Amongst the several divisions under MHMS only three divisions generated revenues as reflected in the above
table/graph. Of the three divisions only one division (Physiotherapy) that managed to collect above estimate budget
whereas the remaining two divisions failed to collect above their estimate revenue budget.

Recommendation:

The Ministry should provide justifications or explanations on the reported shortfall in revenue referred to above.

Management response:

No response received.
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13.3.1.5 CONTROL WEAKNESSES OF MHMS REVENUE

Findings and Analysis:
ltemized below were some issues detected in regards of MHMS control weaknesses over its revenue system as

follows:

e As noted there were no hard copies of FORM As {Jan — Dec) provided during the audit.

e The cash book register for MHMS was noted available although not updated as evidenced by omitting the
periods of Jan 1 to 28 June and Nov 25 to 31 Dec 2016 respectively.

e Further the Receipts Book # 260801-261000 & 329801-33000 were noted received by MHMS on the 02/02/16
and 29/12/16 however these receipts were seems not being used up during the year as none of such receipts
appeared in the revenue GL.

e And the Register Book for Private Ward receipts was not updated as indicated by the missing periods of
January to August 2016.

e Hence, reasonable responses are required from management concerning the above anomalies noted.

Implications:

L ]

Failure to provide FORM As does indicate the poor control over accounting documents and it could lead to
fraud or misappropriation of public funds.

Receipt books that are not used up and posted to GL also indicate the poor control by the supervisor hence
could create risk of misappropriation of public funds and increase risk of cash loss.

If management failed to maintain and update its register, there is a possibility that number of patients

admitted at the Private ward will not be captured in the account section and this could lead to loss in revenue
collection

Recommendations:

Management should ensure all accounting documents are kept in a proper and safe place for future and audit
references.

The Ministry through it Private Ward Unit must maintain a register in order to properly record the number of
patients being accommodated at the Private ward, including number of days, room number, amount payable
and receipt number when paid.

Management responses:

No response received

13.3.2 CONTROL OVER EXPENDITURE

13.3.2.1 MHMS EXPEDNITURE SUMMARY

Years 2014 2015 2016
Budget 15,423,530.00 15,522,764.00 21,477,205.00
Actual 16,376,246.00 17,792,976.00 22,047,213.91
{Over)/Under (952,716.00) (2,270,212.00) (570,008.91)
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13.3.2.2 COMPARATIVE GRAPH OF BUDGET EXPENDITURE AGAINST ACTUAL
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As evidenced from the table above and from records provided on the budget for 2016, the budget of $21,477,205 is
inclusive of a supplementary of $310,475, meaning a further increase in the budget level but such increase was still
not sufficient to meet the increased level of actual spending of $5m. Therefore MHMS should ensure it either keeps
its spending with the approved budget or increase its budget by the amount that would match it increased spending

level to avoid incurring an unauthorized spending.

Recommendation:

It is therefore recommended that Management should ensure to operate it activities within its appropriated budget

level in future years.

Management response:
Written response not received.

13.3.2.3 MHMS EXPEDENDITURE AGAINST BUDGET BY DIVISIONS

Code Division Budget Actual (Over)/Under
E2201 Administration 4.857.275.38 5,341.587.97 (484,312.59)
E2202 Support Services 1,327,740 66 1.327.564 .50 176.16
E2203 Public Health 828,500.00 827.581.35 918.65
E2204 Curative 2,613,298 34 2,665,058.12 (51,759.78)
E2205 Laboratory 486,418.00 553,486.92 (67,068.92)
E2206 Radiology 256,184.00 252,728 38 3,455.62
E2207 Pharmacy 2,945,499 62 2,943 471.00 2,028.62
E2208 Physiotherapy 168.106.00 166,337 83 1,768.17
E2209 Dental Services 449 511.00 449 511.00 -
E2210 Nursing Services 5,857,398.28 5,831,774 24 25,624.04
E2211 Linnix Services 783,362.00 786,980.40 (3.618.40)
E2212 SK Hospital 748,248.72 745,468 .84 2,779.88
E2213 Betio Hospital 115,953.00 115,953.36 (0.36)
E2214 Mental Hospital 39,710.00 39,710.00 -
Total 21,477,205.00 22,047,213.91 (570,008.91)
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13.3.2.4 COMPARATIVE GRAPH OF BUDGET EXPENDIUTRE AGAINST ACTUAL BY DIVISION
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As mentioned above the bulk of the overspent for MHMS in 2016 was predominantly caused by the following —
divisions:

e Administration division (E2201) with an overspent of 5484k
e Laboratory (E2205) with an amount of $67k

e Curative (E2204) with the amount of $51k

e And lastly Linnix Hospital with authorized spending of $3k

The remaining divisions were reported with respective net savings as per indicated in the above table/graph as well.

Recommendation:

Management is recommended to encourage each divisional heads with savings in their respective budget to maintain  —
such good control over their spending while assisting primarily those who report colossal overspent this year to exert

full efforts in performing their functions within their approved budget in future years.

Management response:

Written response not received for this issue.

13.3.2.5 CONTROL OVER MHMS DATABASE

Findings and Analysis:
MHMS database used by the account section to record all transactions incurred during the year was detected not
updated as indicated by the non-posting of some transactions for the following output allocations as listed below: —

e PV #0371/22/16 amounted of $29.34 (E22130000216) was not appeared in the database.
e PV #0188/22/16 amounting to $1,035.00 (E22130000241) also not reflected in the database. &
e PV #0196/22/16 valued to $438.75 (E22130000241) also not appeared in the ministry database.
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Implications:
e Failure to maintain and update the existing database would increase risk of overspending in related outputs.
e Omissions of transactions noted above would understate the actual budget and could cause deficiencies
between management records and that of MFED GL.
e Absence of proper and regular review by management and reconciliation with MFED records would cause
undue variances that could mislead management particularly in its budget estimate for the subsequent year.

Recommendation:

Management should ensure that the vote ledger or database should be updated and reviewed in order that every
single transaction incurred were daily and correctly posted and have proper reconciliation with Finance records.

Management response:

No response received for this issue.

13.3.2.6 LEAVE BALANCE — TWO YEARS ENTITLEMENT POLICY

Findings and Analysis:

The policy over the controlling of leave balances effective in 2010 has not yet fully implemented to bring about only
two years back entitlements. This was evidenced when the audit went through the leave balances for staffs selected as
samples and found that some staffs had huge accumulated outstanding leave balances. Further, there were four (4)

staffs which had negative leave balances as per details below:

= > Acc Leave 5 - 2 Years
PF # Entitlement Supported? < OVERSTAY
Balance Entitlement

94120 26
2005242 26 149 Yes No
2005381 26 109 Yes No
2002179 26 119 Yes No
2005244 26 109 Yes No
2011121 26 112 Yes No
2004003 26 106 Yes No
2003128 26 1312 Yes No
93118 30 340 Yes No
1845 30 148 Yes No
200010 26 103 Yes No
98079 26 106 Yes No
94125 26 104 Yes No
96193 26 116 Yes No
2002182 26 101 Yes No
7457 30 145 Yes No
2004223 22 139 Yes No
2005254 26 -72 Yes Yes
6589 26 -32 Yes Yes
200013 26 -14 Yes Yes
20121231 22 -10 Yes Yes
Implication:

The whole purpose of the Cabinet decision on forfeited leave balance is to avoid unnecessary drain out of public fund.
Hence, not adhering to this decision is of course a violation of Cabinet decision.

Staff with negative leave balances and had not been reprimanded nor recoveries from salaries been made is a
complete violation of FR 11.
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Recommendations:

e The Ministry should have a leave roster prepared as a means of controlling leaves taken and ensuring leave
balances remaining are within acceptable range.

e Strong internal control mechanism over leave balances should be implemented in order to avoid future
negative outstanding leave balances.

e Management should quickly recover the overstayed leave from those with negative leave balances and send
reprimand notices accordingly.

Management response:
No response provided for this issue.

13.3.2.7 CONTROL OVER LOG BOOK .

Findings and Analysis:

The audit could not perform further testing on the Ministry log books due with the non-production of drivers log
books upon request. As informed the log books were not possible to be provided as respective drivers cut off pages of
log books when submitting to account section their overtime dockets. However, this practice should be avoided in the
first place and encourage drivers to make copies of their log books when submitting their overtime dockets. Provided
below is a list of vehicles with no log books made available.

Maintained Reviewed

Vehicle Type Vehicle No. Log Book available E
st e : & Updated?

Y]

Mini bus GOV 179 MNo ? 7
W TG168 No ? o
4 TG 196 No 7 P
v TG 152 No ? ? )
Double Cabin G 143 No ? ?
W G 140 No ¥ ?
W G 141 ' No 7 ?
Ambulance 317 No T Ty
w i i g No T )
T 111 No P 2
Y 101 MNo i 7
" 116 No 7 i —
Super Cat TG 365 No 2 ?
Big Bus GOV 314 No ¥ ?
» GOV 434 MNo ? s
Mini bus GOV 393 No ? 7 -
Saloon car TG 002 No ? =
Implication: s

The absence of a monitoring mechanism on refuelling of vehicles would lead to misappropriation of funds.

Recommendations:
e Management should ensure the drivers update their log books and make copies of the pages to support their

claims and have the log books with full pages readily available when needed.
e Management should ensure it has a refuelling monitoring mechanism, the likes of tickets to be provided to
one selected petrol station for control purposes.

Management response.
No response provided for this issue.
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13.3.2.8 CONTROL OVER MEDICAL SUPPLIES

Findings and Analysis:

As observed when auditing the MHMS account for 2016 there were several medical supplies that expired in 2015 and
2016 as well. The amount involved for these expired items for year 2015 and 2016 was $22,603.54 and $29,839.56
respectively. It was also imperative to note that the above expired supplies were an exclusion of outer islands records
for the expired medical supplies if any. Lists of such expired items could be provided upon request.

In addition, there were also outstanding payments for the month of July and October 2015 for acquiring of medical

supplies amounted to $76,935.10 (refer PV 364/22/16 $58,295.71 & PV 365/22/16 $18,639.39) were just paid and
settled in 2016.

Implications:
e Payments made one year after the goods and services had been provided could lead to double payments and
overspending of expenditure budget.

e Failure to conduct proper reconciliation on a timely basis could lead to an overspending in the budget for the

current year.
¢ Failure to properly control the purchasing of medical supplies could also lead in the unnecessary drain out of
public funds.
Recommendations:

e Management should properly control and consider the adequate volume of medical supplies when acquiring
the supplies for the subsequent years.

e Management must conduct proper review and reconciliation to ensure that all outstanding payments have to
be settled within the fiscal year of purchase failing by which would have an adverse effect on the latter year.

Management response:
No response received for this query.

13.3.2.9 PATIENT ALLOWANCES AT BETIO HOSPITAL

Findings and Analysis:

When carrying out our walkthrough testing for allowances in respective of admitted patients at Betio Hospital the
following issues were noted:

e The significant amount of $1,460 was deemed inappropriate since some of the patients did not sign against
their names.

e [t was also noted that some allowances were collected by nursing officers on behalf of patients but without
authorities and the amount involved was $550.

e There neither details of RR to show that payments (allowances) have been returned nor written authority for
release of such allowances.

implication:

There is risk that unsigned allowances by admitted patients could be misappropriated or lost. Those receiving
allowances without signing could later claim that they did not receive their allowances that could lead to double
payments if no proper control mechanism is put in place.
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Recommendations:

Management should ensure that all allowances are signed by patients and where no RR is provided for any
unsinged allowances the officer responsible should make good such unsigned allowances.

Also, the audit recommends that an allowance when collected on behalf of a patient, a written authority
should be demanded first prior releasing of such allowance.

Management to follow up this finding and take appropriate actions as mentioned neither earlier where no
authorities were provided nor RR to confirm unclaimed allowances were actually returned.

Management responses:
Written response not received.

13.3.2.10 SALARY OVERPAYMENT

Findings & Analysis:

It has been noted during the audit that one senior officer was overpaid in the amount of $1,290.00. According to PSO
memorandum dated 9/06/16 the leave without paid was to be effective from 22/05/16 but as noted the officer still
receives his/her salary as per indicated below:

Date (Pay Period) | 13/05/16 | 27/05/16 10/06/16 | Total

Amount 430.00 430.00 430.00 $1,290.00

Implications:

The failure in promptly ceasing salary payment would cause unnecessary overpayment as noted in this case
thus would increase risk of loss of public funds if overpayments are not recovered.

Government cash flow had been adversely affected by such unauthorized payments and had also increased
cost to the budget.

Recommendations:

Strong internal control mechanism system for Payroll including recovery policy should be put in place to avoid
future grievances and speed up recovery processes.

Management should quickly recover the salary overpayment by the concerned salary earner failing by which
the responsible salary officer could be penalised to make good the loss.

Management response:

Written response not received,

| 13.3.2.11 OUTSTANDING IMPREST

Finding and Analysis:
The audit is pleased to note there are only two officers within MHMS that have yet to retire their imprests in the sum
of $2,480 and $169.00 respectively as per MFED records as compared to long lists seen from other Ministries.

However, these officers should be reminded to retire their imprests within good time.

Implications:

Failure to retire the Imprest and yet again issued a new one could increase the risk of loss of public funds if
such were not detected later and could cause hardship on the holder if recoveries were hastened at a later
stage.

Imprest not retired within the grace period of 10 working days is a violation of FR 11 and Imprest Policy.
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Recommendations:
e Management must ensure that all Imprests are retired after 10 working days from the date the officer
p returned from the official trip.

s e No further Imprest will be given to the officer until the previous Imprest had been cleared.

No written response provided for this issue.

13.3.2.12 CONTROL OVER RATION

Finding and Analysis:

One of the outstanding and repetitive issues from previous audit for MHMS was the control over ration. The control
over ration was deemed inadequate and this could be evidenced when detecting the same irregularities as noted in
my previous audit report as follows:

e There were additional stock been purchased found not taken into account in the stock ledger/register as
detailed in the table below:

Date Min ref PV# | Details Amount
01/3/16 0451/22/16 | To meet the cost of 90 ctns of frozen | 5,323.50
chicken

5/3/16 0897/22/16 | Cost of 500 bgs Fiji sugar 25 kg 15,249.99

30/3/16 0625/22/16 | 1 container d/stick @ 10920*4.65 50,778.00
) " " 100 ctn Tegel chicken Drum 2*5 kg 4,044.44

# “ 30 bgs flour 25 kg 678.00

Implications:

e The non-recording of the above stocks in the proper stock ledger/register would increase the risk of
= misappropriation of a ration by staffs.
¢ [t would also distort the budget, thus increase risk of loss to public funds, as repetitive orders could be placed
as if no similar purchases had been made earlier.

Recommendations:

- e Therefore it is recommended that the MHMS must ensure that strong control mechanism should be put in
place to ensure all purchased stock are recorded and updated in the stock ledger.

e Management should ensure orders should be based on the list that is supported by a signed LPO by senior
management and when orders were received, a stock card should be updated accordingly and signed off by
same senior accountant to confirm receipt of the ordered ration.

e Management should consider reprimand actions staff responsible for recording and monitoring the hospital
ration.

= Management response:

Management response:
Written response for this issue not received.
i
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14.1 AUDIT OPINION

AN ADVERSE AUDIT OPINION is issued for the Ministry of Education for the year ended 31* December 2016 “Except

For” the effects of the matters as discussed in detail from 14.3 below.

14.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS

The following issues were noted as the causes of the audit opinion for Ministry of Education performance in the fiscal

year 2015.

Issues

Solved/Addressed

Status of the issues in the 2016 audit

Revenue shortfall of $43k from Ministry outstanding school
fees and library fines.

Not solved/Addressed

No improvement in the revenue collection as
Ministry experienced another revenue shortfall
in 2016.

Form A No.23/15 incorrectly posted to G.L

Not solved/Addressed

No immediate actions to rectify the posting
neither any updates on the issue

Incorrect payment of rural incentive allowance to senior
secondary teacher at KGV & EBS.

Not solved/Addressed

No actions taken.

Variances noted in the KPF contribution.

Not solved/Addressed

No actions taken

MOE staff list not available during the audit.

Solved/Addressed

List for 2016is now available

Poor control of school rations.

Not solved/Addressed

No improvement in the control of rations for

Variances detected in the actual amount processed through
PV and the amount recorded in the database.

Not solved/Addressed

No actions taken.

Unavailability of selected PV's 2053/15, 2505/15, 441/15.

Not solved/Addressed

No actions taken

Outstanding imprest coupled with discrepancies figures
between MOE records and the records held by MFEP.

Not solved/Addressed

No actions taken

Misallocation of PV 1176/15 $2689.

Not solved/Addressed

Mo actions taken

14.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT

The following significant matters have been raised for your attention and comment:

14.3.1 CONTROL OVER REVENUE

14.3.1.1 MOE COMPARATIVE REVENUE SUMMARY COLLECTION (2014-2016)

. s oomal T onisf 208}
Budget $737,693.00 $301.300.00 $267,600.00
Actial $295,453.00 §257570.20 $213.352.25
Variance Under/(0ver) ($62760.00) $43729.80 $54,247.75

14.3.1.2 COMPARATIVE LINE GRAPH OF BUDGET REVENUE AGAINST ACTUAL (2014-2016)

! $350,000.00

| $200,00000 | gu

I
| $250,000.00

118 | Page

With a reduction in thé-bﬁfig—ét estimate or_t_hét&‘_z_Oi_B, MOE still was not able to meet its target by $55k.




REPORT OF THE AUDITOR GENERAL ON THE 2016 GOK ANNUAL ACCOUNT PART 1

14.3.1.3 MOE REVENUES AGAINST BUDGET BY DIVISIONS

Divisional Codes Divisions Budget Actual (Over)/Under
C2301 Administration $9.500.00 520,722.81 -$11.222.81
C2302 Rurubao School fees $48,000.00 $80.378.00 -§32.378.00
C2304 KGV & EBS school fees $50.000.00 $19.520.30 $30,479.70
C2305 MTSS School fees $7.500.00 $1.825.00 $5.675.00
C2306 Teabike School fees $30.000.00 $15.626.30 §14,373.70
C2308 Exams $110,000.00 $64,639.00 §45,361.00
C2310 Library & Archive $12,600.00 $10,640.84 $1,959.16
Total $267,600.00 $213,352.25 $54,247.75

| $12000000 =i o o

& Budget

# Actual

The above information portrays seven divisions within MOE that collected revenue. In actual fact, two divisions
{Administration and Rurubao School fees) managed to exceed their revenue budgets and therefore should be
commended for such achievement. The remaining five divisions failed to collect their targets thus has resulted in an

aggregate loss for the Ministry by over $54k. Management should encourage these divisions to provide more realistic
targets that would be reflective of the collections they expect in future years.

Recommendation:
It is therefore of paramount importance for the Ministry to ensure its budget level is aligned with the activities of its

respective divisions and to encourage divisions that fall short in their collections to exert more efforts so to meet their
revenue targets in subsequent years to come.

Management response:
No Management written response provided.
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14.3.1.5 MOE ARREARS OF REVENUE 2016

Findings and Analysis:

The audit was not able to perform a testing on the arrears of revenue as the record was not available and neither
provided by the accounting officer for audit scrutiny. This had avoided the audit from verifying the accuracy and
existence of such outstanding revenue including accumulating arrears from previous years that not yet been collected
up to 2016. The non-production of such records would raise doubt on the integrity of management in keeping records
and is a complete violation of the provisions of FR 11.

Implications:

e The absence of providing and maintaining arrears of revenue records would undermine the credibility of
systems adopted by MOE.

e Failure to collect above outstanding fees/fines would encourage nonpayment by current compliers and thus
could adversely affect the government cash flow.

e Failure to follow-up on non-payers would result in accumulated arrears the recovery of which could become
difficult.

Recommendations:

v" MFED must ensure that each Ministry maintains and provide details of arrears of revenue by the end of
each financial year.

¥" Management has to review its existing revenue collection system and consider establishing a more
robust internal revenue control device with regular reminder to ensure that all outstanding fees/fines
are paid promptly as anticipated accordingly.

Management response:

Management written response was not provided for this issue.

l 14.3.2 CONTROL OVER EXPENDITURE

i 14.3.2.1 MOE EXPENDITURE SUMMARY AGAINST ACTUAL (2014-2016)

2014 2015 2016
Blidg_et = $19.828,311.00 | $20152,235.00 $22.307,856.00
Actual $19,645,065.00 $19,834,250.71 $21,770,085.61
Variance
Under/{0ven $184.246.00 $317.884.28 $537.870.39
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14.3.2.2 COMPARATIVE LINE GRAPH OF BUDGET EXPENDITURE AGAINST ACTUAL

$23,000,000.00
$22,500,000.00
$22,000,000.00
$21,500,000.00
$21,000,000.00
$20,500,000.00
$20,000,000.00
$19,500,000.00
$19,000,000.00
$18,500,000.00
$18,000,000.00

It is pleasing to note a correlation budget trend with actual expenditure pattern over the three-year period. Therefore
management should ensure it continuously maintain its expenditure level within its budget allocation.

g Budget

—&— Actual

2014

2015

2016

14.3.2.3 MOE EXPENDITURE AGAINST BUDGET BY DIVISIONS

Description Budget Actual (Ove 1’-);‘Under
Administration $1.296,844.00 $1,159,569.20 $137.274.80
Primary Education $8,907,362.00 $8.850,639.73 $56,722.27

Junior Secondary

$6,272,759.00

$6.241.571.28

$31.187.72

KGV & EBS $1.466,036.00 $1,415,518.28 $50,517.72
MTSS $528.288.00 $506.383.60 $21.904.40
Teabike college $816.229.00 $797,083.47 $19,145.53
KTC $1,067,056.00 $1,059,527.40 $7.528.60
Exams $596,564.00 $574,645.53 $21,918.47
CDRC $449,575.00 $442,972.02 $6.602.98
Library & Archive $234,322.00 $229,096.70 $5,225.30
Secondary school $38,253.00 $38,448 27 —-$195.27
FMU $422,607.00 $287.,932.98 $134,674.02

Statistic & IT

$212,061.00

$166.697.15

$45.363.85

Total

$537.870.39
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l 11.3.2.4 COMPARATIVE GRAPH OF BUGDET EXPENDITURE AGAINST ACTUAL BY DIVISION
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$6,000,000.00
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@

¥ Budget
= Actual

I

‘I_t‘i;t':l-éé'riy evidenced that most of the divisions under MOE had managea to ope_l;é;Ce within their estimate budget limit
except for Secondary School that exceeded its budget allocation by $195. However, there were divisions that had
colossal savings and therefore management should ensure in future to align its budget level to the activities its
divisions will deliver in future years.
Recommendations:
e Management should encourage its divisions to continuously maintain their spending levels within their budget
limits.

e Management should ensure its budget level is aligned to its divisions’ future operational activities.

Management response:
No written response provided.

14.3.2.5 PERSONAL EMOLUMENT ISSUES 2016

Finding and Analysis:
i.  Unsigned Salaries/Un-collected Salaries.

After extracting the Pay Signature Salary Listing for 2016, the audit observed that there were number of staffs not
signing the pay sheet to confirm they received their salary. There was also no receipt to confirm that the salary had
been returned to the MFEP or Telmo receipt to ensure that salaries were sent through Post office to Outer Island. The
total amount of unsigned salary was added up to $35k. This proves that the accounting officer had failed to comply
with relevant section of the financial regulation. Therefore, management is to seek and provide explanation. Details of
staff names and pay period can be sighted when requested.

ii. Collected Staff Salaries without authorities.

Audit noted from Staff Salaries 2016, a total of $17,156.85, being collected on behalf of employee without providing
evidence of consent/authority letter. Further details/ breakdown are noted in the table below:
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Paydate | PF&Contract # Amount REMARKS
8/1/2016 2003020 645,85 |Signed by somemne
! 2003032 1.948.35 = " someone
3 2003040 152.00 ; " someone
! 2004030 1685.40 % " someone
i 2004044 1528.35 ) " someone
) i 2004088 1,500.00 ! " someone
= 2011152 1671.45 ! " someone
! 2011166 a0.00 ! " someone
! 2013141 4795 ! " someone
" 2015037 1.673.00 " " someone
! 7575 1,546.65 " " someone
! 75717 88.30 ! " someone
! 94078 1,500.00 ! " someoe
) " o004 157630 " " someoe
4/3/ 2016 473004 273.75 i " someone
" 2015032 173.00 0 " someone
! 2003009 144 B5 - " someone
! 2001058 Z498.00 i " someone
¢ 2001068 Z8.05 = " someone
TOTAL 17,156.85

iii.  Charge Allowances

It was also noted that due to the poor filing system the audit was unable to verify the accuracy of charge allowance
claimed by respective Teachers as the supporting document (letter confirming charge allowance) was not attached to

their PF.
PF # Gross Salary Payperiod Amount

23009 $430 L9-1 19/02/16 $ 724.00

97051 $466 L8-1 $ 720.00

93006 $421 L10-4 29/04/16 $ 152.00

= 2004027 $385 L14-4 3 385.00
Total $ 1,281.00

iv.  MTSS Charge Allowance

The audit revealed the amount of $1,046.40 had been collected without the authoritative letter and consent from the
payee as indicated below:

PAYEE

APPLICABLE RATE

COMMISSIONING DATE

PV NO.|AMOUNT

REMARKS

Officer 1

5 40.00

20/01-12/05/2014

882/16 | $1,046.40

The payment was collected and signed by different person

29/05-29/08/2014

01/09-12/12/2014

19/01-15/05/2015

18/05-28/08/2015

31/08-11/12/2015
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Further investigation, it has been ascertained that a cheque # 198637 had been endorsed and negotiated by a person
other than a payee as identified hereunder:

The cheque was collected by someone (name could be provided when needed) and was then cashed by another
person as per confirmed after a follow up with ANZ Bank. Therefore, the Ministry must take remedial recoverable
actions so as to recover the amount from the person who cashed the cheque accordingly.

implications:

e There s a risk that unsigned salary could be misappropriated.

e Signing salary on behalf of someone without proper authority could also lead to the loss of public funds if the
control is fragile.

e Wrong payment of allowances to employees can be costly to the ministry itself if control in place was not
sufficient and coupled with the lack of proper management in processing claims. This could result in
government funds being inefficiently utilized.

e Collecting salary without the consent of an employee is a total breach of the provisions of the financial
regulations.

Recommendations:

v" Management must provide confirmation by each of those listed in the table to confirm they all
had received their salaries for the specified pay period noted above.

v" Management also must ensure that all cash salaries are signed and where no receipts (RR) are
provided for any unsigned salary, the payroll officer should make good for such unsigned
salary with immediate effect and reprimanded for having repeated same mistake and should
replace by a more reliable officer.

v" Accounting officers must always remind each employee to sign against their names before
collection of their salaries and/or accounting officer has to return uncollected salaries to the
Ministry of Finance and attached the receipt to the signature listing.

v' Management must ensure whoever gave authority to collect salary on behalf of an employee
he/she must provide written notification stating the consent of an employee to collect his/her
salary.

v" Management should ensure to keep all relevant supporting documents in their PF for ease of
reference.

Management Response:

Written response not received.

14.3.2.6 LACK OF CONTROL OF THE RATION FOR KGV & EBS AND KTC

Finding and Analysis:

The audit noted with concern similar issue from last year audit (2015 account) which had not been addressed nor had
considered a way forward to improve standard procedure for monitoring rations. This specifies the fact that
management had failed to enforce and take appropriate action on this very important area. This was evidenced when
the audit performed a testing on the control for school rations and detected anomalies noted below:

e The control over School rations was very poor. As. discovered there is No Subsidiary Ledger Card maintained
for individual items by the store-man to take into account the balance on hand, indicating the item had been
transferred out and in as well. Yet, MOE only provided a summary report on a separate worksheet which had
shown the final record of such items at year end.
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No menu/manifest available for audit thus difficult to verify the movement of ration used for meal on daily
basis.

¢ No involvements of accounting officers in monitoring and controlling over these rations.
e Account officers should demand from the Kitchen, the schedule menu and an estimate of the number of
students catered for when preparing meals to monitor and control payment of future orders from the Kitchen.
® In the absence of stock ledger card, the audit team was unable to confirm the actual number of stocks utilized
in the year to verify with PV on respective stocks for both KTC and KGV&EBS
e From the selected payment vouchers, the sum of $45k spent on food and rations for KTC and KGV & EBS was
not completely entered in the records. (refer table below)
Date Details Min ref# |Amount |[Supplier |Remarks
25/1/16 Being for 1 bag flour, 5 ctns chicken cut 36/16 1,055.00|Coral Ace ]
2 bag Onion, Container,, 12 pcs washing hand
6 ctns butter hip, 4 buckets cracker,2 ctn
condensed milk
[17/2/16 10ctn ¢/cut, 7 ctn d/stick, set utensal 75/6 1,508.74|Slim Price @
Being for 32 ¢/cut 2 kg, 120 Spaghetti, 4 ctns
cornflour, 20 bag Indian sugar 25Kg, 72 Oki
margarine butter, 192 big red tomato soup, 144 Order form not attched
25/4/16 crown mackerel, 72 nescafe, 24 pkts mediey 133/16 3,311.71|Moel for the second lots
100 bag rice, 2 bg flour, 9 ctns ¢/cuts 7 ctns tmt
" soup, 4 ctn ham luncheon meat, 134/16 4,876.40|Coral Ace @
N 8 ctns sausages, 192 oki mackerel oil 135/16 2,551.3%| Moel @
72 s/milk, 10 bg Indian sugar 25 kg, 7 ctns c/cuts,
96 cond/milk, 160 sausages, 12 ox/palm2.72kg, 60
3/03/2016 |beef rump, 48 nestle milo 152/16 4,085.71| Moel @
120 pkt sausages, 192 spaghetti, 48 c/cuts, 80 no order form from the
29/6/16 beef rump 252/16 4,011.76| Moel kitchen
240 t/soup, 400 sardines, 48 ¢/cuts,36 Cain mix no order form from the
7/05/2016 |veg, 72 s/milk,48 nescafe, 48, milo 257/16 2,805.66|Moel| kitchen
20 bg brown sugar 50kg, 50 bg calrose rice, 240
18/7/16 oki mackerel oil, 36 ox/palm 2.72kg 267/16 4,324.43|Moel :
Date Supplier PV# LPO# Invoice# Amount
2/02/2016|Moel 745/16 47908 85391 2,764.59
E Moel 746/16 47907 85396 3,165.00
16/2/16 Taotin 772/16 48375 8681 2,052.00
" Moel 774/16 48353| 85468 &70 2,108.25
E
22/2/16 Coral Ace 782/16 48384 30243981 2,136.00
: Moel 787/16 48373 85569 2,227.50
31/3/16 Punjas 839/16 51454 294401 2,250.00
Total 16,703.34
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Implications:

e Maintaining a subsidiary ledger card for individual item will ensure the integrity of the record kept by the Store
man by showing proper movements of stock (in & out) from time to time. Maintaining this sort of record will
also, assist in preparing a final report on the actual presence of remaining stock on hand.

e Management should have a stores record card that will assist with the re-order level to avoid accumulation of
stock on hand and deterioration of goods.

e Failure to properly managing and controlling the school rations could increase the risk of misusing of public
school rations that would lead to the drain out of public funds.

e Failure in carrying out a full stock counting by the Ministry could result in the inaccurateness of the record
reported on school ration that would lead management astray when making decision in the future.

Recommendations:

v" A subsidiary ledger card for individual item should be used and maintained by the store man to account
for the movements of stock (transfer in or out). This kind of record should be in a standard format
showing the necessary information like; date of item receives unit numbers of item, actual number
received, number of item distributed, remaining balance on hand and so forth.

v" Management through its responsible divisions (Account Division & FMU Division) to carry out a full
stocktake to count all the remaining stock on hand in order to give the accurate record for individual
item actually existed on hand.

v The Account division has to make sure that the request from the FMU Division for ordering of school
ration will be properly checked for consideration by ensuring that the remaining stock on hand is
sufficient or not prior to processing of new order.

¥v" Management is also recommended to update report from FMU and to provide the Account Division on
monthly basis for checking and reconciliation purposes, and one officer from the Account Division, if
possible, has to be involved in the checking of goods when delivered by the supplier.

¥v" Management should ensure in its stock card there has to be a re-order level to support subsequent
placement of orders to topping up the supply on hand.

Management response:

Written response not received.

126 | ©




REPORT OF THE AUDITOR GENERAL ON THE 2016 GOK ANNUAL ACCOUNT PART |

14.3.2.7 STORE LEDGER

Finding and Analysis:

e The audit confirmed after obtaining the MOE Asset register (spread sheet) that the record was not completely
maintained and kept up dated as this is evidenced when the audit did a walk through the register (spread
sheet) and observed that some purchased items were not completely appeared/entered in the Asset register.
This was confirmed by the audit after conducting a testing for selected PV#3296/13 $3,746 and ascertained
that all items purchase on this PV#3296/16 were not specifically accounted for in the records thus difficult for
the auditors to trace the existence of such items. These items belong to MTSS. Details of these items are noted

in the table below:

e |t was further noted that there was no evidence of stock verifier performing BOS to verify the existing items in
the register.

NO Of ITEMS
DATES PV # PURCHASED AMOLUNT
2/11/2016) 3293/16 4 Bush Knife $£78.00
4 Rakes $114.00
4 Show el $30.00
4 Crow bar $440.00
2 Small axe $84.00
a0 roofing shests $2.940.00
TOTAL 33,746.00

e No frequent physical stock-take monitored by the MOE headquarters to all divisions to ensure that each
division kept updating their records (Asset/Store register).

Implications:

e Purchased items that were not recorded in the register would increase the risk of misappropriation of
government funds.

e Failure in observing and complying with the provisions of store regulations is a complete violation of the FR 11.
e Failure in maintaining store inventory register would lead to the risk of misuse, loss and theft of inventory.

Recommendations:

v" All assets been purchased should be recorded in the Store Register and Responsible officer should
ensure updating of the Store Register and to monitor movement of items.

¥v" Management should ensure that Accountable officer must conduct an internal regular stock take
within MOE headquarters and to all divisions to keep track/movement of purchased items

Management response:

No response provided for this guery.
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14.3.2.8 UNAVAILABILITY OF PAYMENT VOUCHERS REQUESTED =

Findings and Analysis:
The audit has selected and requested the following PV’s noted below for audit scrutiny and vouching purposes but was
not provided with the PVs. The total amount involved $221k. Due to the unavailability of such requested documents
the audit team was unable to perform its audit verification and it is therefore of paramount importance management
explanations should be provided as to why such PVs were gone missing or to provide those that responsible officials
had managed to retrieve for confirmation of their existence.

Output Details Allocation PV# Details Amount Balance
Internal Travel £2302 216 MOE3974/16  |hqpv3662/12 moe3974/16 Tarawa | $26,450.00
MOE3972/16  |hqpv3663/12 moe3972/16 Tarawa| $37,950.00
MOE3973/16  |hqpv3364/12 moe3973/16 Tarawa| $37,950.00 —
MOE3975/16  |hqpv3665/12 moe3975/16 Tarawa|  $26,450.00
MOE3969/16  [hqpv3670/12 moe3969/16 PVU $21,750.00
MOE3968/16  |hqpv3671/12 moe3968/16 PVU $21,750.00
MOE3680/16  |hqpv3680/12 moe3971/16 LMTA | $24,450.00
MOE3970/16  |hqpv3694/12 moe3970/16 LMTA | $24,450.00

TOTAL $221,200.00|

Implications:

® The absence of the PVs would make it difficult for the audit to authenticate the amount been paid.

e Unavailability or documents is a violation of Cap 79 and other related government regulations such as FR —
2011 and would annul the payments already made.

* Unavailability of documentations sought during the audit would undermine the integrity of the accounting -

officers concerned.

Recommendations:

v" MOE should ensure that all payment vouchers (as they were only last year’s records) are available for
ease of management and audit references in the future. o

v MOE should ensure its officials are fully conversant and comply with the provisions of financial
government rules, laws and regulations.

v" MOE should ensure the movement register for all accounting documents is maintained and ensure the
movement of batches are properly recorded and monitored regularly.

Management response:
No response received for this issue,
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14.3.2.9 TWO YEAR LEAVE POLICY ENTITLEMENT

Findings and analysis:

e After conducting a testing through staff leave balances register for all MOE divisions, the audit noted that
some staff leave balances had accumulated for the period of more than two years as shown in the table
below:

e  Further, the audit identified that some staff had negative remaining balances. After discussion with OM (office
manager) it has been confirmed that those staff who had negative balances will automatically offset by
deducting new leave balance in the current year.

PF# SR UBdace Supore? e | OVERSTAY
2001076 L0-4 87w ds Yes No

200086 [8-2 104 Yes No

9503k Uo-4 g9 Yes No

2003017 10-3 84 Yes No

200084 [9-1 104 Yes No

2007043 (5-1 g7 Yes Na

8055 13-4 g7 Yes No

2001143 [8-7 100 Yes No

200056 [9-3 4 Yes No

2003042 U0-4 83 Yes No

2012068 112/3 | Yes YES
2013018 Uz-4 -3 Yes YES
2006063 /4 -3 Yes YES
2013134 12/2 -7 Yes YES
2005038 Lo-1 -| Yes YES
2005017 10-3 -7 Yes YES

Implications:

e The whole purpose of the Cabinet Decision Minute 77/10 on 2 years carry forward leave balances is to avoid
unnecessary drain out of public funds and to conform to NCS requirement. Therefore not adhering to this
decision is a violation of Cabinet decision and of course NCS related provision.

Recommendations:

e [tis a responsibility of Senior Responsible Officer to ensure that Cabinet’s decision is implemented effectively
e For recovery of overstayed leave management should ensure the negative balances are recovered from the
current’s salary and not to bring forward to offset from future leave balances.

Management response:
Response not received for this query.
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REPORT OF THE AUDITOR GENERAL ON THE
15) MINISTRY O

Findings and Analysis:

15.1 AUDIT OPINION : - _

A QUALIFIED AUDIT OPINION is issued for the Ministry of Information, Communication, Transport and Tourism
Development for the year ended 31* December 2016 “Except For” the effects of the matters as discussed in detail
from 15.3 below.

15.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS

The following issues were noted as the causes of the audit opinion for Ministry of Communication Transport and
Tourism Development performance in the financial year 2015: -

Issues Solved/Addressed Status of the issue in 2016 audit
Outstanding Imprest Not solved/addressed B
Log book Not solved/addressed

us.a SIGNIFICANT MATTERS ARISING FROM THE AUDIT

The following significant matters have been raised for your attention and comment:

| 15.3.1 CONTROL OVER REVENUE |

| 15.3.1.1 MICTTD REVENUE SUMMARY COLLECTION [
Year Budget Actual (Over)/Under
2014 | $ 2,189,200.00 $ 2,671,218.31 ($ 482,018.31)
2015 | $ 2,557,401.00 $ 2,924,551.22 ($ 367,150.22)
2016 | $ 2,829,521.00 $ 2,753,649.19 $ 75,871.81

15.3.1.2 MICTTD COMPARATIVE GRAPH OF BUDGET REVENUE AGAINST ACTUAL

I

MCTTD revenue comparative graph 2014 - 2016
caooRenneN @ e e
$3,000,000.00

$2,500,000.00

£
*-252,03],(130.00
£51,500,000.00 R
=

$1,000,000.00

$500,000.00

; ] 2014 ' 2015 ' 2016
—e—Budget  $2,189,200.00 |  $2,557,401.00 $2,829,521.00
—m—Actual | $2,671,218.31 | 52,924,551.22 $2,753,649.19 ; 5=

As depicted above the Ministry for the first time had reported an under collection of its revenue significantly by $76k.
However, when comparing the level of revenue budget the Ministry had increased its budget from $2.5m (2015) to
$2.8m (2016) an increase of over $272k when its actual collection fall short by $76k.
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15.3.1.3 COMPARATIVE GRAPH OF BUGDET REVENUE AGAINST ACTUAL BY DIVISION

Divisions Budget Actual (Over)/Under
Administration $ 2,430,121.00 S 2,179,132.38 S 250,988.62
Shipping Services S 100,000.00 S 123,642.70 (S 23,642.70)
Navigation Aids S  30,000.00 S  47,598.15 (S 17,598.15)
Postal Services S 159,400.00 S 209,434.32 (S 50,034.32)
Philatelic Bureau S - S - S -
Printery Services $ 108,000.00 S 148,045.44 ($ 40,045.44)
Tourism S 2,000.00 S  45,796.20 (S 43,796.20)
Ministry Total $ 2,829,521.00 S 2,753,649.19 S 75,871.81

15.3.1.4 COMPARATIVE GRAPH OF BUGDET REVENUE AGAINST ACTUAL BY DIVISION
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$2,000,000.00
$1,500,000.00
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= =aieh i B Actual
S500,000.00
s s e
27 o
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As observed from the above analysis, Administration was the only division that failed to meet its revenue target whilst
other divisions managed to surpass their targets by amounts as per indicated by outputs in the table hereunder.
Outputs e Budget Actual  (Over)/Under Management Response

C2401 — Administration

Shartfall of JAXA - 547,649.01 is
based on the exchange rate used
(0.7316) when forecasting revenue
and the rate used when sending
. . remittance.

Jaxa ( Air Service) 1,058,244.00 1,010,594.99 47,649.01 e e el & 8
6511,652.10 used the exchange
rate of 0.7594 while the second
remittance of 5398,942.90 used
the rate of 0.7763

An increase of 5% is based on

J 46 . i ( :

laxa (Downrange) 646,877.00 679,210.00 (82,333.00) the signed agreement
Fall in Sales & Marketing made by
Sovereign Venture (5V) due to
their expansion of service to 2

< 5 = extra countries.

Open Ship Registration 725,000.00 489,327.39 235,672.61 High risk — SV's conflict of interest
in providing marketing services for
open ship registration to 3
countries.

Licence for foreign vessels 40,000.00 29,048.30 10,951.70 L:E::’;ZT;” naymantsetiod

Licence for domestic vessels 25,000.00 27,170.40 {2,170.40) New vessels

Seaworthiness 2,000.00 2,584.90 (584.90) Change in vessel volumes

. Fresh Passing out Students
Recruitment & exam fees 33,000.00 64,839.10 (31,839.10) Increase in both national
and international recruits

C2403 — Navigation Aids
Light dues 30,000.00 47,598.15 (17,598.15) Change in vessel volumes
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C2406 — Postal Services

Sundry fees 1,000.00 2,624.00 (1,624.00) Rise in Ministries dispatches
Letter post terminal cre 6,000.00 13,254.87 (7,254.87) More inwards mails

Sale of stamps 21,500.00 61,994.42 (40,494.42) Rise in sales overseas

Parcel post terminal 6,000.00 14,941.78 (8,941.78) 2::;215 inwards  overseas
Private box rental 4,900.00 6,409.25 (1,509.25) Rise in box users

Commission on money 120,000.00 110,210.00 9,790.00 :::di: Telmo value transaction
€2408 — Printery Services

» National Election Events

#  Rise in Local Island Councils
orders as a result of rise in
copra price

Printing sales 108,000.00 148,045.44 (40,045.44) # Rise in Government
Ministries Demands

#  Centralization of Highway
Fees

Rise in Maritime Sales

C2409 — Tourism

Cruise line fees 2,000.00 45,796.20 (43,796.20) f:;els”‘ A

Management should encourage all its respective divisions to continuously exert efforts so to be able to exceed their
revenue targets.

Recommendations:

e Management should ensure that each divisional Head exerts efforts in meeting their revenue budget.

e Management to ensure all agreements are adhered to in order to save costs and continuously assist in
boosting revenue.

e Being one of the major revenue collectors for government, management should ensure it provides a more
realistic estimate each year.

Management response:
# Use Average Exchange Rate for the next forecast rather than using the recent exchange rate
# Marine Division and its new legal advisor is working on the new contract terms with Sovereign Ventures (Foreign Agency)
to align with national requirements and to secure foreign vessels licenses Sales & Open Ship Registration Fees.
# Also refer table above

J 15.3.2 CONTROL OVER EXPENDITURE

| 15.3.2.1 COMPARATIVE EXPENDITURE AGAINST BUDGET.

Year Budget Actual {Over)/Under
2014 2,582,449.00 2,581,147.00 1,302.00
2015 2,677,655.00 2,666,059.00 11,596.00
2016 3,145,294.00 3,154,452.31 (5,158.31)
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15.3.2.2 COMPARATIVE GRAPH OF EXPENDITURE BUDGET AGAINST ACTUAL

4,000,000.00 .
o 3,000,000.00
| 2,000,000.00 ® Budget
1,000,000.00 @ Actual

2016

As obviously shown above, the Ministry has had a significant budget increase in 2016 by 15% from the 2015 budget
level. Although, with the increase the Ministry was still unable to carry out its functions within the approved budget as
the actual expenditure of $3,154,452.31 had exceeded the approved budget of $3,149,294.00 thus resulting incurring
an overspent of ($5,158.31).

15.3.2.3 MICTTD EXPENDITURE AGAINST BUDGET BY DIVISIONS

Divisions Budget Actual {Over)/Under
Administration 730,725.00 744,959.34 (14,234.34)
Shipping Services 283,705.00 282,271.42 1,433.58
Navigation Aids 90,109.00 89,455.00 654.00
Civil Aviation 180,205.00 179,119.84 1,085.16
Airpot Services 741,374.00 746,642.56 (5,268.56)
Postal Services 535,810.00 526,377.38 9,432.62
Philatelic Bureau - - -

Printery Services 256,800.00 256,799.93 0.07
Tourism 197,274.00 196,622.26 651.74

IcT 133,292.00 132,204.58 1,087.42
Ministry Total 3,149,294.00 3,154,452.31 (5,158.31)
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15.3.2.4 COMPARATIVE GRAPH OF EXPENDITURE (ACTUAL) AGAINST BUDGET BY DIVISIONS
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The bulk of the overspent noted above was mainly caused by two divisions namely: Administration with an overspent
of over $14k and Airport Service with over $5k. The other divisions had managed to operate within their budget limit
and should be applauded for such achievement and to be encouraged to continuously do same in the future.

Recommendations:

e Management should strictly control or reduce the level of expenditure during the year in order not to exceed
the approved budget from Parliament.

e Management should also encourage head of divisions that exceeded their budgets to maintain their level of
spending within their budget limit.

Management response:
# Upgrading of Offices & Residences to comply with Civil Work Standard, secure and to be more decent for MICTTD official

visitors and VIP guests,

»  Official Trips for improving trading, telecommunication and network, and infrastructural developments,

15.3.2.5 OUTSTANDING IMPREST AMOUNTED TO $87,983.89

Finding and Analysis:
In 2016 the total accumulated outstanding imprest for MICTTD staffs had reached the amount of $87,983.89. The
details and names of the imprest holders could be provided upon request.

Implications:

e Failure to retire Imprests within 10 days and/or not retired at all upon return from official trips is a breach of
FR 11 requirement and would increase the risk of accumulation of outstanding dues from those that had been
allowed to continuously travel without having retired their previous Imprests.

e The accumulation of unretired special Imprests from previous years showed a lack of control and monitoring
over Imprest issued by MICTTD responsible officers and this of course could ultimately lead to loss of public
funds.

e The accumulated unretired Imprests would distort the status of the annual accounts particularly the net worth
of the Government for each year end.
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Recommendations:
e Management must open, maintain and update a register for Imprest issued for monitoring and follow up for
recovery purposes.
e  MICTTD should not issue future Imprest to its officers until such outstanding from previous years had been
cleared or arrangement for recovery had been made.

Management response:
# This year (2017) one account officer has been allocated to make sure that all Imprest should be retired
# The Ministry is always notifying Officials that Imprest cannot be issued if you have outstanding’s; in addition MFED is very

strict on such issue.

15.3.2,6 LEAVE BALANCES - 2 YEARS ENTITLEMENT POLICY

Findings and analysis:

The policy over the controlling of leave balances effective in 2010 has not yet fully implemented to bring about only
two years’ entitlements. This has been clearly shown by some employees with huge outstanding leave balances as per
indicated in the table below:

Staff PF Number Title Leave Balance
2009125 Airport Manager 164
2014131 ICT Assistant Specialist 147
2001159 Deputy Secretary 140
7763 Deputy Director of Civil Aviation 131

Implications:
e Failure to follow or comply with the policy of leave balances is a complete violation of Cabinet Decision Minute
No. 77/10.
e The absence of approval by Cabinet for accumulating the leave balances beyond two years’ leave entitlement
would annul the record above that showed more than 2 years’ leave balances.

Recommendations:
e Management must enforce and implement the Cabinet Decision Minute No. 77/10 to all staff and take
appropriate action for those that warrant an exception to this policy.
e Management should ensure it updated its leave roster and that all staff takes their leave on an annual basis,
offsetting first the current year’s leave entitlement before taking previous year’s balances.

Management response:

These officers' leave balance exceeds 90 working days based on their nature of work.
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15.3.2.7 CONTROL OVER LOG BOOK

Findings and Analysis:
In carrying out the audit, it was discovered that the Ministry had failed to submit log books for vehicles except the log
book for BG 276 for fiscal year 2016. Therefore, the absence of such log books had prevented auditors from validating
the accuracy of the following itemized expenses as follows:

i) Driver’s overtime

ii) Fuel

iii) To detect mileage used for non-official usage

Implications:
e Failure in maintaining a gov't vehicles log books would increase the risk of misuse of gov't vehicles and
increase in cost to the budget.
e An updated Log Book would of course support Management in controlling the fuel consumption, and to
support overtime claims as well.

Recommendations:
e Accounting officer has to remind drivers to return their log books at year end to the accounting unit for
management references and audit purposes.
e The audit recommends that the log book for vehicles used by Ministry should be maintained and updated
frequently by the driver or those driving the vehicles.

Management response:
Had just installed a fast and efficient scanner machine to facilitate e-copies of log books to cater overtime and refill purposes in

case of misplaced log books in future for ease of reference.
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THE _»'\"D{'I'OR GEN

Findings and Analysis:

16.1 AUDIT OPINION

AN ADVERSE AUDIT OPINION is issued for the Ministry of Finance and Economic Development for the year ended 31*
December 2016 “Except For” the effects of the matters as discussed in detail from 16.3 below.

16.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS

The following issues were noted as the causes of the audit opinion for Ministry of Finance and Economic Development
performance in the fiscal year 2015.

Issues Solved/Addressed | Status of the issue in the 2016
audit
e  Arrears of revenue e Not solved e Noimprovement in the
collection of debit note.
e Misallocation of IV 1273 posted into e Not solved e No JV to rectify
C2502-08. misallocation.
e Variances detected when comparing Pay e Not solved e Variances still detected
costing and Management report.
e No clearance for temporary e Solved e Appointment letters are
(appointment letters) kept in the temporary PF
e No overtime dockets as supporting e Solved e QOvertime claims are
documents attached to PV. supported by documents
e Contravene relevant section of e Solved e  Fully complied with
Procurement act. Procurement act
e No supporting document for Payment e Not solved e  Missing supporting
vouchers. documents for PV still
detected in audit of 2016.
e  Drivers fail to provide log book. ¢ Not solved e Log hook provided but not
completely updated
e Qutstanding telephone bills {2014) paid e Not solved e Still outstanding payment
in 2015. from 2014 and 2015 paid
in 2016
e Posting of PV 283/15 53966.40 did not e Not solved e Variances still detected in
match with GL. the PV when posting to GL
e Last page of Invoice#12755 not attached e Not Solved e  Still missing from PV 80/15
to PV 80/15.
e Invoice #135390 of $813.70 was e Not solved e  Still no actions taken to
different from the invoice attached as resolve.
supporting documents
s  Missing PV 449/15, 561/15. Solved e  Missing PV detected
e Database/Access provided was noted Not solved e Database/Access still not
not completely updated. fully updated
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| 16.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT

The following significant matters have been raised for your attention and comments:

| 16.3.1 CONTROL OVER REVENUE

‘ 16.3.1.1 BUDGET REVENUE SUMMARY AGAINST ACTUAL COLLECTION 2014-2016

R — —oniEl . Z04E]
Budget $28112700.00 $32.977.700.00 $34,378,000.00
Actual $50,678,817.62 $41,630,770.14 $44.9701249.23
Variance - B e e oo ot
Under/(Over) (322 566117.62) ($8.653,070.14) ($10,581,129.23)

| 16.3.1.2 MFED REVENUE ESTIMATE COMPARATIVE LINE GRAPH AGAINST ACTUAL

a "’""B“dget
................ e e - el Actual

$0.00 I : OBRRIO :
2014 2015 2016

The above table and graph highlight remarkable performance by the Ministry indicating that over the past three
consecutive years MFED had continuously managed to collect above its revenue estimate, thus resulting in an excess
collection of $10m for 2016, an increase of $1.9m for 2015 (2015 $8.6m-2016 $10.5m).The reason for the increase in
the over collection derived from the New Zealand support and Interest in the consolidated fund of $4.8m and $136k
respectively which were credited to Administration C2501. Therefore, the Ministry should be applauded for such

notable achievement. For future years the Ministry should ensure its budget level is aligned with the revenue its
divisions expect to collect.

16.3.1.3 MFED REVENUE AGAINST BUDGET BY DIVISIONS

Division Budget Actual Under/(Over)
Administration $0.00 $4,926,573.21 $(4,926,573.21)
Accounts HQ $1,430,000.00 $1,524,305.31 $(94,305.31)
Tax $32,900,000.00 $38,368,502.02 $(5,468,502.02)
Customs $49,000.00 $150,748.69 $(101,748.69)
Total 34,379,000.00 44,970,129.23 $(10,591,129.23)
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16.3.1.4 COMPARATIVE BAR GRAPH OF REVENUE AGAINST ACTUAL COLLECTION PER DIVISION
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The above table and graph depicted all divisions of the Ministry had collected more than their respective revenue
budgets. It is also pleasing to note that the bulk of revenue collection stemmed from tax division which surpassed its
revenue estimate by $5m coupled with Customs and Accounts surpassing also their revenue estimates by $101k and
$94k respectively. Therefore management of these respective revenue centres should be commended for their
remarkable performance.

It was further noted, similar case for 2015; revenues collected under Administration were not budgeted for in the
fiscal year 2016. These were direct credits that had been accounted for in to the No.1 account and allocated under

revenue code for Administration C 25010000102 and C25010000151 in the sum of $136k and $4m respectively.

Recommendations:

v Management to provide explanation as to why direct credits made to No.1 Bank account were
not correctly posted under the relevant revenue codes.

v Management to ensure its future revenue budget level is aligned with the activities of its
individual divisions.

Management response:
Written management response not received.

16.3.1.5 ARREARS OF REVENUE

Findings and Analysis:
Custom Arrears of Revenue
e Same issue detected in 2015 was repeated in 2016. It was noted there was no improvement in the recovery
for the outstanding debit note from 2014 and 2015 of $5k and $8k respectively from several shipping line
agencies. This proves that Customs had failed to enforce follow up actions to speed up the recovery process.
These outstanding amounts related to the overtime that is payable by agencies to Custom. The audit
confirmed that these outstanding had never been reimbursed by concerned agencies, re details as appended
in the table below:
e The total arrears for 2016 was not available when sought from the responsible officer during the audit.
Therefore, the audit could not validate and identify the amount outstanding from each agency as there was
no evidence or updated records/register to trace the debit notes been issued in 2016.
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Month Debit note # Amount
Feb& March 112578 1,515.00
January 112579 775.50
October 112582 736.00
January 112584 402.75
E: 112585 1,517.00
" 112586 1,447.00
’ 112590 480.00
February 112583 555.00
March 112595 706.00

Total FY 2015 $ 8,134.25
Month Debit note # Amount
August 109914 555.00
June 1095916 622.00
Septembr 109935 408.00
" 109940 540.00
October 109941 485.00
& 109943 770.00
! 109946 918.75
January 109883 410.00
April 109898 525.00

Total FY 2014 $ 5,233.75

Tax Arrears of revenue

e The total tax arrears brought forward from previous years to date was $24m as per aging debtors listing which
is linked to the database/system. The audit confirmed that the total outstanding arrears is an aggregate of all
assessed taxes been carried forward from past to the current year.

e Due to the confidentiality provisions of the Income Tax Act 1990, as per discussions between Tax and Audit
officials, the list that would confirm the amount owed by taxpayers concerned was not provided for the reason
as stated earlier, i.e records are privileged for tax purposes only and should not be disclosed.

Total Outstanding Debt Default Assessments Total
Number Number
(of assessment issues
Tax Type Amount (of assessment Amount basedon the estimated Amount Number
issues as per profit for non-
accounts recetved) production of the
accounts)
Pay As You Eam 1,445,389.00 1,353 266250 1 1,448,051 .50 1,354
ES00E el Farn 862,975.23 65 0 0 862,975.23 65
Reconciliation
Provisional Tax 3 1 1,368.72 10 1.371.F2 11
Value Added Tax| 8,033,113.39 424 o] o 8,033,113 .39 424
ISR RG T 1541568 11 0 o 15,415.68 A
Irregular
VeIl ding Tax- 261,145.75 34 - 0 o 261,145.75 34
Monthly
Widiyalding Tax- 30 1 0 0 30 1
Reconciliation
Total for All 21,361,228.38 2,939 3,059,393.47 976 24.420,62185 3,915
Total 21,361,228.38 2,939 3,059,393.47 976 24.,420,621.85 3,915
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Implications:
e Failure to recover the said amount from concerned agencies would result in public fund losses.
e Failure to provide list/summary breakdown could cause hardship to validate the accuracy for the outstanding

— tax arrears for each year.

Recommendations:
v" MFED through its Custom Division and Tax division should provide explanations on this

matter as to why such agencies had never made any attempt in paying off their dues to
date.

v Immediate remedial recovery actions on the above dues should be activated by Custom/Tax
Divisions accordingly.

= v' Tax division should ensure it has records of total number of taxpayers by type of tax so to
advise on the numbers of those complying and those not with amounts involved.

v" Tax division must ensure to provide details/breakdown of outstanding tax arrears for audit

scrutiny.

_ Management response:
Written Management response not received.

- [ 16.3.2 CONTROL OVER EXPENDITURE

| 16.3.2.1 MFED COMPARATIVE EXPENDITURE AGAINST BUDGET 2014-2016

5 72msf 200 7016
'Blldgﬂ_ $2.851,835.00 $6.438834.00 $3,199,805.00
Actual . $2.805,514.60 $5,864,200.36 $3.261 516.43
Variance
uﬂdl?l‘f( Her) $4E,320.40 $574,793 B4 ($61,711.43)

| 16.3.2.2 MFED COMPARATIVE BUDGET EXPENDITURE LINE GRAPH AGAINST ACTUAL
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== The table and graph above depicted a dramatic decrease in the estimate budget by $3.24m (2015 $6.43m-$3.19m)
from 2015 while at the same time MFED’s actual level of spending had also dramatically dropped by $2.6m (2015
$5.86m-2016 $3.26m). Therefore the Ministry should be applauded for its effort in reducing its actual spending by
such a huge amount. ¢
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16.3.2.3 MFED COMPARATIVE EXPENDITURE TABLE BY DIVISIONS

Code Division Budget Actual Under/(Over)

E2501 | Administration |$ 101622100 | § 104835953 |5  (32,13853)

E2502 Accounts (HQ) $ 658,085.00 | $ 655,560.44 | $ 2,524.56

E2503 | Internal Audit | §  89.567.00 | § 89,107.01 | $ 459,99 B
E2504 } Haoning $ 207.566.00 | $§  205,164.74 | $ 2,401.26

E2505 | Tax $ 354,141.00| $§ 34960506 | $ 4,535.94

EZ25086 Customs $ 513,104.00 | $ 555,720.10 | $ (42.616.10)

E2607 Statistics h 198,798.00 | $ 197.82349 | $ 974.51
E2508 | IT Unit $ 16232300 | $  160,176.06 | $ 2,146.94

| Total $3,199.805.00 | $3.261,516.43 [ 5 (61.711.43)

i 16.3.2.4 MFED COMPARATIVE EXPENDITURE GRAPH BY DIVISIONS
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The above graph displayed the level of expenditure by Division for the year ended 2016. As clearly observed from
above six (6) out of eight (8) divisions had managed to operate within their budget limit except for Customs Division —
and Administration, both of which surpassed their budget allocation by $42k and $32k respectively.

Recommendation:

e Management should ensure the budget for future years is aligned with the activities of its divisions.

Management Response:

No response provided from concerned Ministry.
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16.3.2.5 OUTSTANDING IMPREST 2016

Finding and Analysis:
It was noted during the audit the total accumulated outstanding imprest for MFEP had reached the total amount of
$56k as at 31/12/2016. Details of imprest holders can be sighted upon request.

Implications:
e Failure to retire Imprest within 10 days and/or not retired at all after return from official trips is a breach of FR
2011 requirement and would increase the risk of loss of funds from those being issued with excess Imprest.
e Failure to retire Imprest on a timely manner could cause undue hardship on officials in future in paying back
the accumulated debts and thus could adversely affect government coffer.
e Loss of public funds would result from retiring civil servants who still had not bothered to retire their Imprests.

Recommendations:
v" Imprest retirement policy should be enforced by management and/or accounting officer and

officers traveling should be reminded to retire their Imprest upon arrival within 10
consecutive working days.

v Management should give this a priority especially from current employees to avoid
accumulation of outstanding imprests.

v" Management should not issue Imprest for subsequent travels unless the officer had retired
all past Imprest and/or had no outstanding dues

Management response:

No response received for this issue.

16.3.2.6 UN-SUPPORTED PAYMENT VOUCHER 336/16 $26,907.30

Finding and Analysis:

After conducting testing on selected various payment vouchers the audit found that the PV#336/16 for $26,907 which
- was related to the Electricity and Gas was not supported with the reading meter that is normally attached to the

Invoice. Therefore, the audit could confirm the accuracy of such payment.

Implication:
Payment Vouchers with no supporting documentations and passed by MFED would undermine the integrity and
capability of Management.

Recommendation:
v Management should perform its regular review mainly on the works of its accounting

officers and also to ensure that its officials are fully conversant with the provisions of

governing rules and regulations such as, FR 2011, Cap 79 and so forth.

Management response:
Respanse not received for this issue.
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16.3.2.7 OUTSTANDING ELECTRICITY CHARGE FOR 2014 AND 2015 PAID IN 2016

Finding and Analysis:

The audit testing revealed that the PV# 006/16 for $40,129.16 and PV# 658/16 worth of $15,631 were both noted
outstanding bills from 2014 and 2015 that were just paid in 2016 budget. The audit is of belief this is one of the
payments that had caused an overspent of the 2016 budget.

Implications:

e [f management failed to conduct proper reconciliation on monthly basis, this will eventually lead to an
overspending in the budget for the current year.

¢ Long outstanding claims could make it difficult for management to justify and confirm that the claim is in order
and thus could lead to duplication of payment.

Recommendations:

¥"  Management must ensure to perform regular reconciliation to confirm that each particular
of transaction has been reflected in the system to avoid discrepancies.

v"  Management must regularly monitor its vote ledger and ensure it includes its commitments
for ease of reference

Management response:

Written response is not provided from the concerned Ministry.

16.3.2.8 MISSING REFUEL SHEET FOR INVOICE 1807168 (PV#558/16 FOR $2,219.22)

Finding and Analysis:

The audit could not confirm the validity of the payment due to the missing refuel sheet for Invoice 180716b. The
payment was made on PV#558/16 $2,219.22 on two separate invoices i.e. Inv#180716b $820.80 and Inv#180716
$1,398.42. After verifying both invoices, the audit affirms that there is a missing refuel sheet for the invoice# 180716b
$820.80. The audit is concerned as to how such payment was being processed without a refuel sheet attached to
invoice# 180716b. Therefore explanation is required from management.

Implications:

e Missing supporting documents would undermine the integrity of management.
e |nthe absence of supporting documents, payments would be regarded as improper.
Recommendations:

e Management is urged to ensure that all payments must be fully supported.

e Management should ensure all its accounting officers are fully conversant with the
provisions of the FR 11 and to reprimand officers who deviated from the norm.

e Management should keep maintaining all supporting documents in a safe and secure

environment.

Management response:

No response received for this issue.
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16.3.2.9 LOG BOOK ISSUE FOR VEHICLES G340 AND G341

Finding and Analysis:

The audit noted that the drivers for both vehicles G340 and G341 had failed to update their logbooks. When going
through the two log books, it was noted that while mileage for both vehicles were filled (starting mileage-ending
mileage) some of these mileages shown were scrambled and even some of the pages were torn off from the log book.
This would restrict the audit from confirming the overtimes claimed by drivers and even the fuel consumption.

Implications:

® Failure to completely update log books would make it not possible for auditors to confirm claims been lodged
for overtime, refuelling and proper usage of the vehicle were all in order.

¢ All payments including overtimes that had been processed without supporting details obtained from a log
book would annul such payments and thus no payment should have been approved.

® The absence of a monitoring mechanism on refuelling of vehicles would lead to misappropriation of funds.

Recommendations:

v Management should ensure that all drivers update their log books and have that readily
available when needed.

v Management should ensure to conducts its regular reviews on the drivers’ log books and
also to ensure that overtime claimed is supported with certified log book details that were
obtained from the log book.

v" Management should ensure it has a refueling monitoring mechanism for control purposes.

Management response:

No response provided.

16.3.2.10 INCORRECT PV #196/16 FOR $450 POSTED IN THE GENERAL LEDGER

Finding and Analysis:

The audit identified PV#196/16 $450 has been incorrectly posted in the General ledger. The amount that appeared in
the General ledger was $506.25 thus constitutes a variance of $56.75 the amount of which overstated the
Management report. The audit is of the belief that the cause of the variance is the error when entering PV details by
accounting officer and therefore the officer concerned should be reprimanded accordingly.

Implication:
e Incorrect posting of any payment details could undermine the integrity of the annual account produced by
MFEP.
e Failure to post the correct details of the amount shown on the PVs in the database could result in

overstating/understating the annual account.
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Recommendations:

/

v

Management must assign a responsible officer to conduct a regular review on postings been
made to ensure that such postings were all correct.

Management should ensure that proper reconciliation must be performed in order to
identify any discrepancies in the system and adjust account accordingly.

Management should reprimand officers who had caused errors in their postings.
Management should conduct induction training or refresher training to all its accounting
officers in the Ministry and those posted in other Ministries so all are fully conversant with
the provisions of the FR 11.

Management should put in place a Fraud Policy that include administrative/management
errors with appropriate remedial actions for immediate sanctioning when fraud and or
deviations are detected.

Management response:

No response received.

16.3.2.11 STALE CHEQUE $74,446.17

Finding and Analysis:

The audit testing revealed that the total outstanding stale cheque for 2016 had accumulated to $74k. These cheques
had been raised but were not collected by the respective payees. The audit confirmed after sighting these PV’s that
one of these cheques had not been entered either in the cashbook neither in the General ledger. The accounting could
not provide the reason why these two of cheques were not entered in the system. This proves that the accounting
division had failed to review the posting of transactions by its accounting officers on a regular basis and also had failed

to conduct regular reconciliation. Details of these stale cheques are noted in the table here under:
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Implications:
e Stale cheques could lead to the loss of funds.
e Failure to record payment in the system (database) could lead to distort the figures recorded in the
management report.

Recommendations:

v’ Stale cheques that relate to 2016 should be cancelled to avoid confusions with serial
numbers especially as this cheque book related to 2016.

v" Management should reverse these transactions so to correct the overstated expenses been
incurred in 2016.

¥v" Management must regularly review each accounting officer’s task to ensure that all postings
of transactions were correct and properly accounted for in the system.

Management response:

No written response provided.

16.3.2.12 TWO YEAR LEAVE POLICY ENTITLEMENT

Finding and Analysis:

The leave balance for each staff requested for audit scrutiny was not available neither provided by the Office manager.
The audit could not extend further testing on each staff balance to identify accumulating outstanding leave balance
brought forward from previous years.

Implications:
e Not adhering to this decision is a violation of Cabinet Decision Minute No. 77/10.

e Also not adhering to such decision could result in the officer having his leave balances prior two years from
2018 automatically forfeited in 2018.

Recommendations:

v" MFEP should enforce and implement the Cabinet Decision Minute No. 77/10 to all it staffs
for leave balances verification accordingly.

¥' Management should ensure that all of its staff with more than two years’ balances as of
2016 commence taking their leaves so all balances are cleared by the end of 2016.

¥" When taking leave management should ensure the current year’s leave balance is used up
first before taking the immediate preceding year’s balance.

¥"  Management should have its leave Roster maintained for all staff as a means of controlling
accumulation of leave balances

v" Management should ensure it recovers any leave overstayed, if found, from those that may

have negative leave balances.

Management response:

MNo written response received.
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‘ 16.3.2.13 DATABASE/VOTE LEDGER 2016

Finding and Analysis:

It was evidenced when the audit conducted a walk through testing on the database system for MFEP that the vote
ledger/Database Access obtained from MFEP was noted not completely updated as evidenced when the audit went
through transactions posted into the MFEP Vote ledger/Database Access and discovered that postings of outputs were
only for the months January, May, March up to October and November while transactions for the remaining months
were not entered. This is an indication of lack of reconciliation by management and poor control over its spending
that had resulted in an unauthorized spending realized this year, 2016.

ALLOCATION START DATE OF POSTING LAST DATE OF POSTING
[ E25010000215 47172016 8/11/2016
E25060000215 4/1/2016 8/11/2016
E25010000243 2/1/2016 5/10/2016
E25020000243 18/1/2016 157972016
E25040000243 18/5/2016 26/10/2016
E25050000243 23/5/2016 237972016
E25060000243 217172016 871172016
E25070000243 307372016 25/10/2016
E25080000243 727372016 271172016

Implications:
e By not updating the vote ledger, balances reflected therein would mislead Management in their decision
making.
* Not updating the vote book on a regular basis would result in incurring over spending by management and
reporting of an incorrect figure on outputs at the end of the year.
e Failure to update Vote book/Database Access is total breach of financial regulations.

Recommendations:

v Management has to ensure that the vote book must be updated and completed on a regular
basis and also to take into consideration all activities been omitted during the year.
v Management should also ensure it reconciles transactions with its posting(Database system)

on a regular basis..

Management response:
No written management response received for this issue.

16.3.2.14 INCORRECT POSTING OF OTHER MINISTRIES OUTPUT TO MFED OUTPUT

Finding and Analysis:

In conducting a random walk through testing of MFEP General Ledger we noted that some postings related to other
Ministries’ outputs had been detected incorrectly charged to MFED output. It was also noted that there was no JV to
correctly adjust such mis-postings neither the contra account credited in the General Ledger to rectify the mis-posting.
This proves that there’s lack of supervision and no regular reviewing of the work of the account officer by senior
accountable officer. The incorrect postings should have been resolved before closing the annual account. Details of
the mis-postings are noted in the table below:
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Oufput Code Name Ministry ~ Defails ~ PV# Amount

£25010000203 (Housing Assistance ~ [MCTTD  [KPA 742/16(Hqpv 2824/08) §660

£25010000244 (Repairs Maintenance ~ |MCTTD  |Imbo ~ |927/16(Hqpv 2033/11) |  §347.63

£25060000251 |Overseas Services MELAD  (Smiths  |424/16(Hqpv 1071/09) | $1.824.65

£25080000250 |Local Services MCTTD  |Hanan  |962/16(Hqpv 2254/11) |  $452.00

Implications:
e Mis-postings of proper transaction (code) could cause unrealistic figures disclosed in the management report
and could affect the budget level for future years.
e Failure to regularly reconcile management’s records could result in mis-postings been undetected.

Recommendation:

v Management is recommended to conduct proper and regular reconciliation more requently
to avoid mis-postings and to be able to instantly take corrective action when deviations are
noted.

Management response;
Response not provided for this issue.

16.3.2.15 VARIANCE OF PAY COSTING AND KPF CONTRIBUTION

Finding and Analysis:
The following discrepancies exist between Management report and Audit figure when calculating the KPF contribution

as follows:
A B C 1, 2 3
e Bt - PAYCOSTING VARIANCE| VARIANCE | VARIANCE
i A-B A-C B-C
E10010000202 |Salaries 209,480.00 | 208,746.23 | 252,689.98 733.77 | (43,209.98)] (43,943.75)
E10010000206 |Temporaries 82,043.00 81,982.00 | 104,046.20 61.00 | (22,003.20)] (22,064.20)
$291,523.00 | $290,728.23 | $356,736.18 | $ 794.77 | $(65,213.18)| $(66,007.95)
E10020000202 |Salaries 79,954.00 79,936.80 86,476.80 17.20 (6,522.80) (6,540.00)
E10020000206 [Temporaries 6,532.00 6,450.00 6,450.00 82.00 82.00 -
$ 86,486.00 | S 86,386.80 [ $ 92,926.80 | $ 99.20 | $ (6,440.80)| $ (6,540.00)
K L M a b c
g 5 i VARIANCE| VARIANCE | VARIANCE
Output Description Rev Budget GL - | Audit figure K-L K-M L-M
E10010000201 |Kpf Contribution 20,903.00 20,871.15 26,755.21 31.85 (5,852.21) (5,884.06)
E10020000201 |Kpf Contribution 7,443.00 6,479.54 6,969.51 963.46 473.49 (489.97)
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Implication:
e The discrepancies reported above would have deprived employees from receiving actual KPF benefit.

Recommendation:

To avoid discrepancy in the future the audit strongly recommends that the Ministry concerned
should perform a monthly reconciliation with MFED

Management response (PSO):

Management will need to work on this finding to clear the dues with concern officers and request KAO to give time until
December for a final management response if possible. Otherwise, will report on the progress of the reconciliation to Auditor
General or PAC

16.3.2,16 VARIANCES DETECTED WHEN COMPARING GENERAL LEDGER AND PAYCOSTING

Finding and Analysis:
e The audit noted the variances exit after extracting figures and compared with KHC Pay costing and MFED
General Ledger. The variance detected is a possible failure in conducting regular reconciliation between the
KHC and MFEP which could also impact on the KPF contribution such as noted hereunder.

A B £ 1 2 3
VARIANCE A| VARIANCE VARIANCE
Rev Budget GL PAYCOSTING -B A-C B-C
E14030000202 |Salaries 55,037.00 44,272.43 35,359.20 10,764.57 19,677.80 8,913.23
£14030000206 |[Temporaries 3,498.00 3,483.63 - 14.37 3,498.00 (14.37)
$ 55,037.00 | S 44,272.43 | $ 35,359.20 | $10,764.57 | $ 19,677.80 | 5 8,913.23

K 3 M 3 b c
VARIANCE VARIANCE VARIANCE
utpu
Output Description Rev Budget GL Audit figure K-L K-M L-M
E£14030000201 [Kpf Contribution 4,510.00 3,124.99 2,651.94 1,385.01 1,858.06 473.05

Notes:

a=K-L remaining budgetof 51,385.01
b=K-M remaining budget of 51,858.06

c=L-M overpayment of 5473.05 in the general leder

Implications:

e KPF payments are statutory payments and any overstatement or understatement will have an adverse effect
on i) Overall total (budget) for the Ministry ii) Status of employees’ KPF privilege.

e KPF deductions should be automatically deducted by the computer system at the rate of 7.5% when salary and
temporary payments are processed and any deviations would raise doubt on the integrity of the payroll
system.

e Some employees’ KPF contributions may not be paid in full as anticipated due to the over/understatement
reported above.

Recommendations:

v It is therefore recommended that KHC through its account section must ensure to conduct
proper review and regular reconciliation with MFED to avoid future discrepancies
(over/understated) at the end of the financial year.

v Senior accountant should conduct regular on its payroll to avoid accumulating the errors to

appear at the year end.
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Management response (KHC):
MFED should improve payroll/accounting package as most reports never match — eg with KPF it's an automatic 7.5% on all
provisions for salary and temporary but never match same with management and GL reports.

16.3.2.17 KIRIBATI PROVIDENT FUND CONTRIBTION

Findings and analysis:
The table provided hereunder showed the comparison of Management Report Budget, General Ledger against the
Audit calculations as follows;

J B ( ! ! ]

tRep- Salares+ | Contrbuton | Conrbutonas | Varance: | Varane bt | Ve btwn
(ode | Aeoounts ey Genled REMARIS
Bt Temporay | Rte | perdidsion |btwnAGB| ARC | BAC
OO0 [(OF Conrbution| ~ 0%600( 0004701  RDSRRAS| 7S BIUB T8 38| (370942 UNDERSTATED CONTRIBUTON|

b

FL000N [(OF Conitation| -~ 2437400 40881  WISH| ISk | LEB| 3HE|  2880|  [3780)|NDERSTATED CONTRBUTON
!
!

EO00NT ((F Conriution|  G17000|  S5184|  T3MR| Tk WIRAT) %) GIU%S|  ALTTTOVERSTATEDCONTRBLTION
ELOS0000E 0% Contribution| ~ 3BLO| 34004  BAN| TS MOR| W% A O] OVERSTATEDCONTRBUTON

1AL JIBSL00 9TRL 150 § B3 SR8 § 15RA § (368021) TOTALOVERSTATED

As indicated above the total overstated figure of over $3k for KPF contribution was noted after comparing the Finance

General Ledger report value of $89k. The audit (figure) calculation was derived from the annual gross per output
including temporary assistance multiply by existing rate 7.5%. However, such variance seems too excessive and the
Ministry of Finance must make correction or adjustment accordingly.

Implications:

» Absence of regular reconciliation would result in unnecessary overstatements and understatements.

» A Ministry that regularly updates its records, to do a proper filing and regular reconciliation would not
confront variances by the end of the year.

Recommendations:

» Management should ensure it regularly updates its records through reconciliation with records held by MFED
> Management should regularly review the work of its support staff for ensuring full conformity to the
requirement of the governing of FR 11 and other governing laws.

Management response (MIA):
Management noted the recommendations and would ensure to updates KPF record with MFED on a regular basis and also to flag
movement of staff in and out of MIA to salary Unit in MFED for prompt adjustment of staff concerned salaries allocation. The

delay in correcting concerned staff salaries allocations could cause either overstate or understate in the KPF contribution amount.
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16.3.2.18 VARIANCE OF KPF CONTRIBUTION

Findings and Analysis:

The audit identified the variance that exists between the management report and audit figure when calculating KPF

contribution as shown in the table hereunder.

Description E1701 E1702
Salary S 211,770.63 S 466,909.68
Temporary S 12,686.90

Total S 224,457.53 $ 466,909.68
Multiply 7.5% (Audit figure) S 16,834.31 S 35,018.23
Balance Managementreport | S 16,719.90 $ 35,299.66
Variance S  (114.41) S 28143

Implication:
The discrepancies reported above would have deprived employees from receiving actual KPF benefit.

Recommendation:

Management should conduct proper review or reconciliation to ensure that all payments of KPF

contributions made throughout the financial year are proper and accurate.

Management response (MM):

16.3.2.19 VARIANCES DETECTED PAYROLL AND KPF CONTRIBUTION

Findings and Analysis:

The following variances were detected when the audit compare figures between the revised budget, general ledger
and pay costing mainly on the provision of salaries, temporaries as well as KPF contribution. This was an indication of
lack of reconciliation between MCIC and MFED and therefore such variances detected must be corrected, adjusted or
justified from these concerned Ministries (i.e. MCIC & MFED). Details of such variances are provided in the table
hereunder.

A B 8 1 2 3

Rev Budgat 6L PAYCOSTING VARIANCE| VARIANCE | VARIANCE

A-B A-C B-C
E18010000202 |Salaries 138,927.00 | 138,926.89 | 210,785.02 0.11 | (71,858.02)] (71,858.13)
E18010000206 |Temporaries 27,740.00 27,671.60 22,632.30 68.40 5,107.70 5,039.30
$166,667.00 | $166,598.49 | $233,417.32 | § 6851 | 5(66,750.32)| 5(66,818.83)
E18020000202 |Salaries 119,674.00 | 119,602.20 | 116,543.80 71.80 3,130.20 3,058.40

E18020000206 |Temporaries = = - 2 = =
$119,674.00 | $119,602.20 | $116,543.80 | $ 71.80|$ 3,130.20 | $ 3,058.40
E18030000202 |Salaries 161,619.00 | 161,618.40 | 140,613.00 0.60 21,006.00 21,005.40
E18030000206 |Temporaries 1,418.70 1,012.60 1,268.80 406.10 145.90 (256.20)
$163,037.70 | $162,631.00 | $141,881.80 | § 406.70 | $ 21,155.90 | $ 20,749.20
E18040000202 |Salaries 57,842.00 57,841.40 57,778.40 0.60 63.60 63.00
E18040000206 |Temporaries - - 9,058.00 = {9,058.00) (9,058.00)
$ 57,842.00 | $ 57,841.40 | $ 66,836.40 | S 060 | S (8994.40)| S (8,995.00)
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K L M a b c
: . VARIANCE| VARIANCE | VARIANCE
Output Description | Rev Budget GL Audit figure K-L K-M L-M
E18010000201 |Kpf Contribution 12,810.00 12,678.03 17,506.30 131.97 (4,696.30)[ (4,828.27) 1
E18020000201 |Kpf Contribution |  13,705.00 8,946.98 8,740.79 | 4,758.02 4,964.22 206.20 2
£18030000201 [Kpf Contribution | 16,0300 | 12,427.87( 10,641.14| 3,603.13 5,389.87 1,786.74 3
E18040000201 |Kpf Contribution 5,558.00 4,370.89 501273 | 1,187.11 545.27 (641.84) 4
Implication:

e KPF contributions are statutory payments and any overstatement or understatement will have an adverse

effect on the overall total for the Ministry.

Recommendations:

e Management must ensure to conduct it proper review and regular reconciliation with MFED to avoid

discrepancies at the end of financial year.

e MFED should make sure that KPF contributions for each division are not overspent or overstated/understated.

Management response (MCIC):

Agree with Audit query so we are working towards what the audit suggest for this year.

16.3.2.20 KIRIBATI PROVIDENT FUND CONTRIBUTION (KPF)

Findings and Analysis:

After performing the audit analytical review on KPF contribution, it was noted that there were over and

understatement of employee’s contributions as indicated in the table hereunder:

Description E2601 E2602 E2603  E2604  E2605  E2606  E2607
Total Annual Gross Salary 2016 § 272,889.00 | § 20,66803 | $ 8580400 | § 3366613 | $ 27,942.00 S 5630200 | § 21,892.00
Temporary S 3638900 [§ 1897400 | 1222000 |§ 1408700 |S 250000|S 594530 |$ 5843.00
Total § 30927800 | § 39,642.03 | § 9802400 | § 4775313 | $ 3044200 |S 6224730 | $ 2773500
Multiply 7.5% (KPF rate) 7.50% 7.50% 750% 750% 7.50% 7.50% 7.50%
KPF contribution (Audit figure) § 2319585 | 297315(S 735180 |$ 358148|S 228315(S 466855 (S 2,080.13
KPF per Management report 2016 Actual] § 2634990 | § 133767 707300 |$ 299400 |§ 255763 |S 568358|S 1,679.00
Total Variance S (315405)|$ 163548|$ 27880 S  SeTds|s (7adg)|s (Lois03|s 40113

The table above shows total amount of KPF contribution for each division. As evidenced three divisions
(Administration, Youth and Women) had overstated some employees’ contributions as per the audit figure shown
above. The remaining divisions fall below the amount reflected in the management report (table above refers). The
above proves lack of reconciliation by the Ministry with records held by MFED. Therefore, proper explanations are

required on the above discrepancies from MWYSA.
implications:

e KPF contributions are statutory payments and any overstatement or understatement will have an adverse

effect on the overall total for the Ministry.

e The overspending or understatement of KPF contributions would affect the employees’ benefit if their KPF is
lower than what it should be or plough out funds from Government in instances where KPF payment for some

employees are more than their actual dues.
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¢ Management must ensure to perform its proper review and regular reconciliation with MFED records to avoid

discrepancies at the end of each fiscal year.

e Management should ensure KPF contributions for each staff is not overly or under stated as it should be

calculated at the fixed rate of 7.5% on the gross salary.
Management response (MWYSA}:

Finance could advice more on this.

16.3.2.21 VARIANCES DETECTED WHEN COMPARING GL AND PAY COSTING

Findings and Analysis:

e The audit noted the variances exist after extracting figures and compared with Pay costing and General

Ledger. The variance detected is a possible failure to perform regular reconciliation between the MLPID and
MFEP which could also impact on the KPF contribution such as noted hereunder.

Rev Budget

GL

PAYCOSTING

VARIANCE A

VARIANCE A

VARIANCE B

-B -C
|E29010000202 ISaI aries 205,015.00 205,014.85 313,201.92 0.15 {108, 186, {2
|E2901m00206 |Tem oraries 16,181.00 16,181.90 19,242 .58 {0.50) {3 061,
$221,196.00 | $221,196.75 | $332,444.50 | S {0.75)] £ (111.248.50)] S ({111,247.75)
l E229020000202 | Salaries 72,125.00 72,124 .30 76,128.30 0.70 {4,003 320 {4,004,
|E22020000206 |Temporaries 4,827.00 4,826.50 4,826.50 0.50 0.50 -
S 76,952.00 | S 76,950.80 | & 80.954.80 | 3 1.20 | = {(4,.002.80)] S {4.004.00)
|E29030000202 ISai aries 320,082.00 320,081.70 213,083.40 0.30 65,998.60 5,998.30
E29030000205 ITe mporarias 2,713.00 2,712.20 1,037 40 0.80 1.675.60 1.674.80
S3222,795.00 | $322,793.90 | $314,120.80 | S 1.10 | 5 8,674.20 S 8,673.10
E29040000202 ISaiar‘Ies 29,058.00 39,057.80 39,057.80 0.20 0.20 =
E£29040000206 ITempcraries 233.00 197.00 197.00 36.00 36.00 -
$ 29,291.00 | $ 39.254.80 | $ 39,254.80 | S 36.20 | 5 36.20 | $ =
rEZQCISODODZDZ ISaiaries 98,047.00 98,011.20 108,336.90 35.70 {: (10,325
E28050000206 !"I"em orarias 2,760.00 2,759.60 1, 742.00 0.40 1,017.60
$100,807.00 | $100,770.90 | $S110,078.90 | S 36.10 | 5 (8.271.90)]| S {9,208.00)
]EZSCIEODDDZDZ !Salaries 100,035.00 100,025.75 98,390.40 9.25 1,644.60 1,635.35
|E22060000206 [Temporaries 6, 703.00 6, 702.20 5,791.40 0.80 911.60 910.80
$106,738.00 | $106,727.95 | S104,181 .80 | S 10.05 | & 2,556.20 | 5 2,546.15
1E2907DODDZDZ [Salaries 152,985.00 152,984.90 154,546.90 0.10 (1,561, 90} 1,562.00)
1E29070000206 ITe mporaries 17,359.00 17.358.70 13,.285.20 0.20 4,069.80 4,069.50
$170,244.00 | $170.,343.60 | $3167,836.10 | s 040 | S 2,507.90 | S 2,507.50
|E23080000202 |salaries 36,195.00 35,854.00 35,854.00 241.00 341.00 -
| E2s080000206 |Temporaries 3,222.00 3,222 00 3,222.00 - - —
$ 329,417.00 | S 39,076.00 | S 39,076.00 | S 341.00 | S 3241.00 | S -
IE25090QDO202 I_Salan'cs 24,185.00 24,184.60 32,470.40 .40 (8, 285.40) (8,285 3
|E26090000%gﬁ |Temporaries 5.314.00 5,313 60 - .40 5,314.00 5,313.60
S 29,499.00 S 2949220 | $ 32,470.40 | 3 0.80 | s (2 97i.40)| 5 (2. 972.20)
LE261000m202 |Sa|al‘1‘es 15,207.00 15.207.00 14,5907.00 - 300.00 300.00
|E26100000206 _ |[Temporaries e - - = = -
$ 15.207.00 | $ 15,207.00 | S 14,907.00 | $ - 5 200.00 | S 200.00
|E2F:11000CI202 |Sa|aﬁes 232,810.00 23,803.50 84.023.10 5.50 (2135.10) {2319.€0)
|E26110000206 ]Tempnrarl'es 2,957.00 2,854 .00 2,954.00 3.00 2 =
$ 86,767.00 | 5 86,757.50 | $ 86,977.10 | $ 9.50 | = {(210.10}} S {219.60)
|E26120000202 |Saiaries 44,378.00 36,652.62 - 7.725.31 44,378.00 36,652.63
|E261_20000206 |TE mporaries 528.00 527 820 - 0.20 S528.00 527.80
S 44.906.00 | $ 37.180.42 | S - S 7,725.51 | 5 44,906.00 | S 37, i80.49
|E26130000202 |salaries 44, 200.00 12.236.42 10,424 .60 31,963.58 33.775.40 1.811.82
E26130000206 ]Temporaries 1,391.00 1,152.00 788.00 2329.00 03,00 364.00
$ 45.,591.00 | § 13,38842 | $ 11,212.60 | $32.20258 | $ 24372340 | S 2,175.82
o P (=] 1 o, 3
Output Description Rev Budget GL Audit figure VAOR':A:ICE VAgl_AC':CE MARIANCE
E29010000201 Kpf Contribution 17.696.00 17 .131.13 24,9323 .34 564.87 (7.237.34) &
EZ22020000201 Kpf Contribution 5,684.00 5,766.00 5,071.61 918.00 612 395 2
E29030000201 Kpf Contribution 27.186.00 23,888.60 23,559.06 3.,297.40 3,626.94 3
E29040000201 Kpf Contribution 3,029.00 2,929.88 2,944 11 99.12 24.89 4
E29050000201 Kpf Contribution 8.559.00 7,371.05 8,255.92 1,187.95 203.08 =
E29060000201 Kpf Contribution 9, 165.00 7.844.04 7.813.64 1.320.96 1,551.37 L=
E29070000201 Kpf Contribution 15,477.00 12,588.85 12,587.71 2,888.15 2,889.29 7
EZ2S080000201 Kpf Contribution 3.760.00 2,931.09 2,930.70 828.91 B29.30 =
E29090000201 Kpf Contribution 2.582.00 2,220.46 2,435.28 361.54 146.72 o
E29100000201 Kpf Contribution 2,330.00 1,140.57 1,118.03 1,189.43 1,211.98 10
E29110000201 Kpf Contribution 7.454.00 6,524.10 6.523. 28 2929 90 930.72 11
E29120000201 Kpf Contribution 12,104.00 8,355.31 - 3,.748.69 12,104.00 iz
Kpf Contribution 3.488.00 2239.98 240.95 2.648.02 (). S65) 13

_%DOODZD‘J_




REPORT OF THE AUDITOR GENERAL ON THE 2016 GOK ANNUAL ACCOUNT PART |

0 P Q 1 2 3
=5 o VARIANCE | VARIANCE | VARIANCE
Output Description Rev Budget GL Audit figure 0-p 0-Q P-Q
E29010000201  |Kpf Contribution 17,696.00 17,131.13 24,933.34 564.87 (7,237.34) (7,802.21)
E29020000201  |Kpf Contribution 6,684.00 5,766.00 6,071.61 918.00 612.39 (305.61)
E29030000201  |Kpf Contribution 27,186.00 23,888.60 23,559.06 3,297.40 3,626.94 329.54
E29040000201  |Kpf Contribution 3,029.00 2,929.88 2,944.11 99.12 84.89 (14.23)
E29050000201  |Kpf Contribution 8,559.00 7,371.05 8,255.92 1,187.95 303.08 (884.87)
E29060000201  |Kpf Contribution 9,165.00 7,844.04 7,813.64 1,320.96 1,351.37 30.40
E29070000201  |Kpf Contribution 15,477.00 12,588.85 12,587.71 2,888.15 2,889.29 1.14
E29080000201  |Kpf Contribution 3,760.00 2,931.09 2,930.70 828.91 829.30 0.39
E29090000201  |Kpf Contribution 2,582.00 2,220.46 2,435.28 361.54 146.72 (214.82)
E29100000201  |Kpf Contribution 2,330.00 1,140.57 1,118.03 1,189.43 1,211.98 22.55
E29110000201  |Kpf Contribution 7,454.00 6,524.10 6,523.28 929.90 930.72 0.82
E29120000201  |Kpf Contribution 12,104.00 8,355.31 - 3,748.69 12,104.00 8,355.31
E29130000201  |Kpf Contribution 3,488.00 839.98 840.95 2,648.02 (0.96) (0.96)

Implications:
e KPF payments are statutory payments and any overstatement or understatement will have an adverse effect
on i) Overall total (budget) for the Ministry ii) Status of employees’ KPF privilege.
e Some employees’ KPF contribution may not be paid in full as anticipated due to the over/understatement
reported above.

Recommendations:

v It is therefore recommended that MLPID through its account section must ensure to conduct
proper review and regular reconciliation with MFED to avoid future discrepancies
(over/understated) at the end of the financial year.

¥v"  Management should ensure the total salary, Temporary and wages payments, if any, for each
pay day, when multiplied by 7.5% should equate to the KPF appearing in the payroll for that pay
period and to instantly correct the MFED figure to avoid accumulation of wrong KPF at the end
of the financial year.

Management response {MLPID):

We also believe that there will always be a different in pay costing and GL Posting since the there are other payment who are not
paid from MFED Salary but pay directly from MLPID that will course the difference of variances. It is the MFED role to merge our
GL report with their GL report and costing.

Management will look into the matter and make sure that there is no under payment for Employees benefit.
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Findings and Analysis:

17.1 AUDIT OPINION

AN UNQUALIFIED AUDIT OPINION is issued for the Ministry of Women, Youth and Social Affairs for the year ended

31% December 2016 with “Emphasis of matter” as discussed in detail from 17.3 below.

| 17.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS

The following issues were noted as the causes of the qualified audit opinion for MWYSA in fiscal year 2015 as follows:

Issues Solved/Addressed Status of the issues in the 2016
audit

Weaknesses in the revenue Solved/Addressed Improvement in the control of

system. the revenue.

Variances detected in the KPF Not Solved/Addressed No improvement in the

contribution. reconciliation.

Two (2) year leave entitlement | Not Solved/Addressed Outstanding leave balance still

policy. accumulating.

Logbook Not Solved/Addressed Logbook not completely
updated.

Qutstanding imprest Not Solved/Addressed

Improvement in the recovery
mechanism.

| 17.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT

The following significant matters have been raised for your attention and comment:

| 17.3.1 CONTROL OVER REVENUE

| 17.3.1.1 MWYSA REVENUE SUMMARY COLLECTION

2014

g

2018

i

I

$3R400.00

$HB,4I]H.DH

3110, 396.00

SI08/T2.58

SI27 01547

Varance nder/ 21

(§43.356.00

8977258

(§28615.47)




REPORT OF THE AUDITOR GENERAL ON THE 2016 GOK ANNUAL ACCOUNT PART 1

17.3.1.2 MWYSA LINE GRAPH OF BUDGET REVENUE AGAINST ACTUAL

The graph and table above portray that for the third consecutive vyear (2014 to 2016) of operation the
Ministry(MWYSA) had again showed an outstanding performance by exceeding its revenue estimate budget in the
sum of over $28k, given that the Ministry had a stable budget estimate of $98k. Therefore, the Ministry should be

commended again for maintaining such tremendous achievement.

ﬁ?..')‘. 1.3 MWYSA REVENUES BUDGET AGAINST ACTUAL BY DIVISIONS

Divisions i oeuzf:.f;em Regi(s:ti::tion Aol

Budget 25,000.00 1,400.00 72,00000 |  98,400.00
Actual 17,554.95 7200 | 10938852 | 127,015.47
{Over}/Under 7,445.05 1,328.00 -37,38852 | -28,615.47

| 17.3.1.4 MWYSA COMPARATIVE BAR GRAPH OF REVENUE BUDGET AGAINST ACTUAL BY DIVISIONS

120,000.00
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As demonstrated above, only 3 from the 7 divisions under MWSYA that generated revenue and only one division (Civil
Registration) far exceeded its revenue estimate budget by $37k. Conversely, the other two divisions had not managed
to meet their targets but in aggregate were outweighed by the excess revenue collected for civil registration.
Therefore these latter divisions should be encouraged in future years to meet their target while Civil Registration
should be commended for such achievement and in particular for having managed to generate net revenue gain for

the Ministry of $28k.

Recommendations:
Management should ensure that all divisional Heads are responsible for managing and meeting their revenue targets.
Management should ensure its future budgets are aligned with the activities its divisions will pursue.

Management response:

The management has accepted and agreed to all the recommendations.

‘ 17.3.2 CONTROL OVER EXPENDITURE

| 17.3.2.1 MWYSA EXPENDITURE SUMMARY 2016

| = - 4 oms| 20
gt~ $12679000|  $524,080.00 $(709198.00
Actual | $1.794 611 95 $153335.09|  $1678533 54

Variance Under/(0ver) | SzavBns|  (wozame)|  Sazeass

| 17.3.2.2 MWYSA LINE GRAPH OF BUDGET EXPENDITURE AGAINST ACTUAL 2016

s S = —— B
| $1,200,000.00 : 5 }

| $1,600,000.00

| $1,400,000.00 -

| $1,200,000.00

| $1,000,000.00 ;
P iial o T P Sl
eseno0000 e - —m—acwal |
i 5600,000.00 15 e e e e e e e o

L $40000000 === SEalat e
- $200,000.00 - i

£0.00

2014 2015 2016

As highlighted above, in its third (3) year of operation the MWYSA had successfully managed its level of spending
within its allocated budget and thus had incurred a net saving of $32k. This is an indication of remarkable
performance to operate within approved estimate and therefore management should be commended for exerting
more control over its spending compared with the previous year (2015) when it overrun its budget by $7k.
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[ 17.3.2.3 MWYSA EXPENDITURE AGAINST ACTUAL BY DIVISIONS

Divisions Budget Actual (Over)Under

[ Administration by 950,258.00 | § 943133.03 | § 7.118.97
02 Sports $ 105,080.00 | § 9120553 | § 13.874.47
03 Sacial Services 3 201,087.00 | § 20004796 | § 1,049.04
04 Youth by 97,879.00 | § 94,246.96 | § 3.632.04
05 W omen by 133.030.00 @ § 12787733 | § allZ2.6l
0E Civil Registration $ 171.447.00 | § {69,703.79 | § 1 743.21
07 NGOs .4 $ . 50347001 8 8021288 | § 134.12

Total S 1,709198.00 | § 1,676533.54 | § 37 E6B4.46

F?.3.-2.4 COMPARATIVE GRAPH BUDGET EXPENDITURE AGAINST ACTUAL BY DIVISIONS

It is pleasing to note from the above table and graph that all divisions within MWYSA had operated below budget
estimate thus all contributed to the overall net saving of $32k. Therefore, management must be highly praised for
their efforts in monitoring their level of spending.

Recommendation:
Management should encourage each divisional Head to maintain the momentum and progress in future years.

Management response:
The management has agreed and accepted to all Recommendation.

17.3.2.5 STORE REGISTER PV 0702/16 $3,552.70

Findings and Analysis:

The audit noted the Payment voucher 0702/16 for $3,552.70 was related to the reimbursement to HM for the
purchased of Apple laptop. It was confirmed that the Apple Laptop was entered in the store register but when the
audit performed physical stock take to ensure that all asset exist it was observed that Apple laptop for HM could not
be identified. As confirmed, HM had taken the laptop when shifts to the MOE.

Implication:

The absence of a policy and control measures on the movement/usage of purchased items could increase the risk of
misappropriation of the Ministry’s assets
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Recommendations:
¥v"  Management must ensure it transfers the asset to MOE and for MOE to account for such

laptop in their stores register and such transactions should be conveyed to Stock Verifier for
future follow up and reference.
v" All items purchased under the Ministry budget must be utilized for the operation of the

concerned Ministry.

Management response:

The management has agreed and transfer of asset was done, refer attachment.

17.3.2.6 LEAVE BALANCES

Findings and Analysis:

After the audit check the leave balance for each staff concerning MWYSA it was noted that MWYSA had failed to
comply with a new policy on leave balances {2 yrs leave entitlement policy) as some of its officers with their respective
leave entitlements were noted to have accumulated their excessive leave balances for more than 2 years.

PostTitle Entitlement Leave Balance
- |aswo 22 155
ASWO 22 104
. SSWO 30 145
WO 22 121
Implication:
{ The intention of having Cabinet Decision Minute No. 77/10 on forfeited leave balances is to avoid unnecessary drain
out of public fund therefore failure to implement such decision is a complete violation of Cabinet Decision.

‘ Recommendations:
i e MWSYA must strictly adhere to and implement the Cabinet Decision Minute No. 77/10 to all
staff so only 2 years leave entitlement is accumulated.

! e MWYSA should arrange recovery of excessive negative leave balances (overstayed) as clearly

stipulated under Section D 9 (a & b) of NCS from staff that have negative balances standing

to their credit. The recovery should be made by reducing from their gross salary the

equivalent hours for number of days overstayed until such overstayed leave had been fully

recovered

{ e MWSYA should have a leave roster maintained and updated frequently as a means of
controlling and monitoring leaves taken and ensuring leave balances remaining are within

‘ acceptable range.

Management response:
The management strongly support the recommendations and agreed that the staff with more than two years

remaining balance will be dealt with as per the Cabinet: decision Minute; the management will deal with the

k- U W

responsible officers accordingly.

‘ The register is already in place, controlled and updated by Registry staff (available- e copy only)
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17.3.2.7 CONTROL OVER LOG BOOK

Findings and Analysis:

The log book for BG 194 was noted available although it is not updated as evidenced by detecting the omitted mileage
periods of January up to June as observed during the review, hence made it not possible for auditors to conduct
further testing.

Implications:
e Failure to updated Log Books for Ministry vehicles would make it impossible for auditors to confirm claims
been lodged already for overtime, refuelling, etc., thus would increase the risk of loss of public funds.
e Management’s failure in monitoring log books could lead to drivers not bothering to maintain and update
their log books which could thus increase the risk of misappropriation and loss of public funds.
e The absence of proper mileage recording would annul overtime claims made by drivers as it would make it not
possible to substantiate the length of drive been done and the time it had taken for such run.

Recommendations:

e Proper regular review should be conducted by management in ensuring that all log books
must be maintained, updated and kept safely by respective drivers, and returned to Account
Section once completed.

e Management should also ensure that the log books are made readily available when sought
for in future audits to avoid repetitive issues from occurring.

e Management should have in place a monitoring mechanism where refueling of vehicles
require issue of a ticket as approval to petrol stations staff to refuel such Ministry’s vehicle
as required on the ticket and of course has to be signed by the driver.

Management response:
e Drivers are now provided with log books and were all under the supervision of the Office Manager and the

Assistant Secretary.

o Drivers were issued with docket when need fuel for their vehicle. This is approved by the AS and SA. Getting

fuel without the docket will the responsibility of the driver himself.

17.3.2.8 CONTROL OVER IMPREST - OUTSTANDING IMPREST OF 514,570

Finding and Analysis:

After extracting the total outstanding imprest from the MFEP listing/records the audit noted the total outstanding
Imprest for 2016 was $14,570.00, a decline in amount when compared to 2015 outstanding of $30k. The variance of
$16k shows a decline from 2015 to 2016. As there is still outstanding Imprests by the year end management should
ensure in future that all travellers retire their Imprests within the grace period of within 10 working days when arrived

back from official trip.

Implications:
® Not retiring of Imprests within the 10 days grace period and if officers are still issued Imprests when next
travel is a total breach of FR 2011 and Imprest policy.
e The outstanding dues reflected above, when adding with other Ministries outstanding Imprests, would have
adverse effect on the Gov't cash flow if there are amounts due back to government but were not paid.
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Recommendations:

e Management should have an Imprest register for ensuring timely retirements of Imprests
from those that have returned from official trips.

e Management to ensure officers with outstanding Imprests are not issued further Imprests
until previous Imprests have been cleared.

Management response:

Management strongly support and accepted all comments and ensure that records are updated for future record.
Currently, a register and a database system is in place which helps to identify which trip has not been retired from
staff. Refer attachment.

17.3.2.9 MISPOSTING OF PV# 0723/16 529,567

Finding and Analysis:
The audit revealed that the Payment (PV# 0723/16 $29,567) was incorrectly posted under E2601000243 (Office
Equipment & Furniture) when it should be charged to code E26010000285 (Hire of Plant & Equipment). This confirmed
the lack of reconciliation by management with records held by MFED.
Implications:

® Mis-posting of proper transaction (code) could cause unrealistic figure disclosed in the management report

and could affect the budget level for future years.

e Failure to regularly reconcile management’s records could result in mis-postings been undetected.

Recommendation:

v Management is recommended to conduct proper and regular reconciliation with records
held by MFED to avoid mis-postings and to be able to instantly take corrective action when

deviations are noted.

Management response:
The management has accepted all comments and ensure to avoid mis postings or misallocations for future record.
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Findings and Analysis:

18.1 AUDIT OPINION

A QUALIFIED AUDIT OPINION is issued for the Ministry of Public Works and Utilities for the year ended 31* December
2016 “Except For” the effect of the matters as discussed in detail from 18.3 below.

18.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS

The issues appended below were noted as the causes of the audit opinion for the Ministry of Public Works and Utilities
Board performance in the fiscal year 2015 as follows.

Issues Solved/Addressed  |Status of the issue in 2016 audit
Temporary appointment letters for two officers were

T Not Solved/Addressed
Qutstanding Imprest still detected durin
Outstanding Imprest Not Solved/Addressed | | . g_ i 5
this year audit
) - Log book noted available although not
Failure to submit driver's log book Not Solved/Addressed
updated
Unavailability of requested documents Not Solved/Addressed

The concerned ministry has yet to enforce
Fraudulent case in respect of one officer (Store maid} |Not solved/Addressed |and implement audit recommendations B

regarding this issue.

| 18.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT _ _ |

The following significant matters have been raised for your attention and comment:

| 18.3.1 CONTROL OVER REVENUE |

| 18.3.1.1 MPWU BUDGET SUMMARY AGAINST ACTUAL FOR YEARS 2014-2016 J

$ 51,400.00 | $ 26,430.00 | $ 41,680.00
$ 39,981.00 |$ 31,790.00 | $ 30,965.00
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18.3.1.2 COMPARATIVE REVENUE AGAINST BUDGET FOR YEARS 2014 TO 2016

e e - T T
e ~ Rewvenue

ey

Year

= ¥ - : BE i = - = * = S

In referring to the above analysis the estimate budget in 2016 was drastically increased from $26k (2015) to $41k
(2016) an increase of over $15k was then realized. Despite an increase in the budget the actual collection had
continuously dropped, a shortfall of over $10, therefore management should ensure it aligned its budget estimate in
the future with the revenue it expects to receive.

] 18.3.1.3 MPWU REVENUES AGAINST BUDGET BY DIVISIONS 2016

Code Division : Revised Budget Actual (Over)/Under
C2701 Administration 980.00 1,104.00 (124.00)
C2702 Energy 800.00 60.00 740.00
C2705 Construction 800.00 3,030.85 (2,230.85)
C2706 Water Supply 2,000.00 6,625.40 (4,625.40)
C2707 Joinery 100.00 - 100.00
C2708 Technical & Design 35,000.00 18,747.18 16,252.82
C2709 Civil Engineering 2,000.00 1,398.00 602.00
TOTAL 41,680.00 30,965.43 10,714.57

18.3.1.4 COMPARATIVE REVENUES AGAINST BUDGET BY DIVISIONS 2016

Of the seven divisions that generate revenue for the Ministry three exceeded their revenue budget estimate such as
Water Supply by over $4k followed by Construction with an over collection of over $2k and Administration with an
over of $124. The remaining four divisions were unable to meet their revenue targets thus had contributed to the
Ministry’s revenue shortfall of over $10k.
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Implication:

ART 1

The shortfall in revenue, when added with other Ministries’ under collections, could cause a drawdown from the RERF
to finance government spending.

Recommendations:

Management should ensure each divisional Head is responsible for managing and meeting their revenue
budget.

Management should regularly monitor the collection by divisions and ensure proper and regular reconciliation
of records is conducted between division Head and Accountant.

Management response:

The management do agree with the concern raised by the Audit Office and its now trying its best to work closely with its division
to come up to a more realistic amount so that the targeted amount are met.. On the other hand some expected projects that were
supposed to happen in the year were somehow do not happen and the revenue that would be expected from these were not
received therefore causing the shortfall in the revenue collection in the year. The management will make sure to revise its
amount to a more realistic figure when setting target in the future.

Please find appended below for more clarifications.

Revenue against Budget — Summary
Code |Division Revised |Actual {Over)/under |Remarks
2701 | Admin  |980 1,104.00 -124
2702 Energy |800 60 740 ts collection to come to a more realistic figure.
2705 | Construction ]800 3,030.85 -2,230.85
2706 Water 2,000.00 |6,625.40 -4,625.40
2707 loinery  |100 4100
2708 Technical |35,000.00 |18,747.18 16,252.82
2708 Civil 2,000.00 |1,398.00 602 The Division will revised its amount to a more realistic figures.
41,680.00 ]30,965.43 10,714.57

[ 18.3.2 CONTROL OVER EXPENDTIDURE

178.3.2. 1 MPWU BUDGET SUMMARY AGAINST ACTUAL EXPENDITURE FOR YEARS 2014-2016

$2,350,738.00

$ 2.386,335.00

$ 2776,563.00

T $2,273,917.07

$2,390,738.79

S 2,779,871.37
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18.3.2.2 MPWU COMPARATIVE EXPENDITURE GRAPH AGAINST BUDGET FOR YEARS 2014-16
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As indicated in the above graph, MPWU had failed again to manage its spending within its appropriated budget thus
incurring an excess spending of over $3k in 2016. Therefore, the Ministry should ensure to maintain its level of

spending within the budget limit as approved by Parliament.

[ 18.3.2.3 MPWU BUDGET SUMMARY AGAINST ACTUAL EXPENDITURE BY DIVISIONS 2016

-

Exp Code |Divisions Rev Budget Actual (Over)/Under
E2701 Policy Advice 654,580.00 659,539.01 {4,959.01)
E2702 Energy Planning 175,708.00 175,359.18 348.82
E2703 Electricity 36,662.00 35,959.82 702.18
E2704 Public Works 40,044.00 39,879.10 164.90
E2705 Construction Services 612,684.00 612,479.31 204.69
E2706 Water Supply 315,561.00 315,290.96 270.04
E2707 loinery Services 131,038.00 131,342.05 {304.05)
E2708 Technical & Design Services 131,093.00 130,913.26 179.74
E2709 Civil Engineering Services 583,229.00 583,545.65 (316.65)
E2710 Cost & Planning 95,964.00 95,563.03 400.97

TOTAL 2,776,563.00 2,779,871.37 (3,308.37)

18.3.2.4 COMPARATIVE GRAPH BUDGET AGAINST ACTUAL EXPENDITURE BY DIVISIONS 2016
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Based on the above table/graph the major contributors to the Ministry’s overspent of over $3k was predominantly
caused by three divisions i.e. Policy Advice with an overspent of $4k, Joinery Services with amount of $304 as well as
Civil Engineering Services of $316. Therefore each divisional head of these divisions should ensure to keep their

spending level within their respective budget limits in future years.
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Implication:

Excess spending is unauthorized and therefore would require submission by PAC for approval of Parliament under
section 109 (5) of the Constitution.

Recommendations:
e Management should ensure its budget level is aligned with activities the Ministry pursues to accomplish in the
next fiscal year.
e Management should regularly reconcile its records with that held by MFED.

Management response:

LIST OF OUTSTANDING OVERSPENT QUTPUT

Division |Output |Budget Revised Actual Overspent |Remarks

Salaries should not be overspent as budgeted amount were in accordance with

the number of staff in the approved ER. This should be journalised to other output
with surplus balances, in the E2702-202 and E2705-202 output, The accounts staff
admitted that this was an oversight during the time of reconciliation. —

2701 202 |275,113.00 |95,543.68 |95,819.66 -269.98

L
[

There was one adjustment from the Maneaba ni Maungatabu with the amount of
204 |62,290.00 |67,684.87 |68,817.1% -1132.32 |$1132.32. The adjusted amount appeared after the final adjustment was closed
and therefore caused the overspent in the output,

This was also an oversight during the time of reconciliation. Adjustment of

216 ,480.00 3,820.30 4,000.30 -180 ; = Sy . <
amount should have been done to debit other divisions with the same item code.

The amount was an overspent. Funds not enough to cater for actual activities

227 |41,050.00 |135,159.40 |141,982,25 | -6822.85 L
taken in the year,

Transfer of fund should have been done during the time of reconciliation from

2704 227 }1,850.00 34,284.37 |34,33251 -48.14 R " R o ; :
remaining fund under the division. This was alsoan oversignt fromthe Account. T
This was an overspent amount. The budgeted amount was not enough to meet the

2706 | 216 |2,07000 760762 |8231.15 B0 0 >=p . The auge 8 :
activities taken inthe year.

2707 216 |1,900.00 2,743.60 3,058.60 315 This was an cverspent amount as well,

2709 216 |%,800.00 24,900.06 |25,395.06 -495 This was an overspent amount,

18.3.2.5 OUTSTANDING IMPREST

Finding and Analysis

The accumulated outstanding imprest amounting to $25,753.09 had been confirmed from the written responses
provided by senior accountant at MPWU and details of which could be provided upon request. However, the
accumulated outstanding imprest of $25k, if not retired, would distort the annual accounts as these Imprests would
have legally been utilized once the trip was accomplished except for trips that were funded and incidentals or still
Imprests were issued. In the latter case these would increase the risk of loss of public funds if such amounts are not
retired. Therefore management should closely monitor the issuance of Imprests and to ensure employees retire their
imprests within 10 working days from when returned from official trips to satisfy the requirement of FR 11 and the
Imprest policy.

Implications: =
» Not clearing or recovering outstanding Imprests in full would have an effect on the cash flow of Government.
» Not retiring of Imprest within the 10 days grace period and if officers are still allowed to travel is a total breach
of Financial Regulation 2011 and Imprest policy.
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Recommendations:
e Management should keep a register for Imprest and update it regularly each time an employee returns from
the official trip.
® Management should ensure it conforms to the provisions of FR 11 relating to Imprests and the Imprest Policy.

Management response:

Refer attachment #3 of written responses,

18.3.2.6 IMPREST DRAWN FOR OVERSEAS TRIP CANCELLED

Findings and Analysis:
The audit had revealed that one officer who withdrew his imprest amounted to $1,755.00 had not returned such
imprest although the overseas trip that he withdrew his imprest for was cancelled, re full details as shown below:

Date Officer’'s Name |Imprest # | Amount Remarks

When cross checking the amount drawn with
the Imprest Unit records this Imprest has still
not been returned. However, there was an
amount of $900.65 that offset the

27/10/2016 Officer 1 48/16 $1,755.00 joutstanding of $1,755 on RR#365724 dated

= 03/03/17 appearing on the officer's travelling
claim form. As the trip never eventuated the
officer has to return the remaining $S854.35
with immediate effect.

Implications:
e Not returning Imprests drawn in full where trips are cancelled is not only a breach of FR 11 and Imprest Policy
but is a total act of misconduct and employees involved should severely punish.
e Failure by management in monitoring the retirement of Imprests and if it issued again the Imprest to those not
- having retired the previous Imprests would increase the risk of loss of public funds.

Recommendation:
Management should demand from the officer concerned immediate payment of the balance still outstanding and
consider appropriate reprimand action.

Management response:

The management noted the Audits concern over the misusing of public fund however the concerned officer is being asked to
provide explanatory note on why the outstanding imprest was not returned in full for your further consideration from your end.
Kindly find the written note as in the attachment. (Refer attachment 4)

|i8.3.2. 7 CONFRIMATION LICENSED AND REGISTRATION FOR IRATA FROM MCIC

18.3.2.7.1 DELIVERING AND PROVIDING OF OIL BY IRATA HIRE TRUCK

Finding and Analysis

The audit discovered that one significant payment made via PV # 032/27 to the above service provider amounting to
$2,050 was deemed improper and not scrutinized properly. According to the business record of MCIC Irata hire truck is
also known as Hill hire & rental services and only provide the following services as listed below:

» Transport Hire
» Carrental
= » Money Lending
The payment mentioned above was payable to Irata truck hire for selling out one drum of oil (15w40) to the Ministry
of Works and this is deemed not proper as this line of business is not included amongst those listed above.
Therefore, an explanation or clarification is required from concerned officers.
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18.3.2.7.2 COMPARATIVE OF UNIT PRICE AS SUPPLIER’S PRICE

Finding and Analysis:

After comparing the unit price as per supplier’s price it was revealed the excessive payment of $3.40 as per unit price
and $700.50 per drum as indicated below:
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The table above illustrated the total excessive payment of $700.50 made to Irata hire truck as the price indicated in
the KOIL’s column (refer table above) was a retail price. Therefore, the payment to Irata hire truck was overly stated as
the retail price offered by Irata hire truck was extremely too high when compared with that given by KOIL and is

considered improper as this service provider is not licensed and registered to sell fuel (drum oil).

Implication:
Authorising and approving colossal payments that are not within the business line of a service provider would increase
the risk of misappropriation of public funds.

Recommendations:
» Management should ensure all service providers it deals with provide the services for which they were
registered.
» Management should always review all payment vouchers with attachments before approving payment to
ensure full conformity to the requirements of all governing laws and regulations.
» Management should take timely and appropriate remedial actions against staff that deviate from the norm.

Management response:

The management do agree that the pv number 032/27 was paid to Irata truck hire for cost of fuel. The purchased was based on
the fact that Irata was the only Supplier who could provide the fuel at the time. It was at this time when KOIL was unable to
provide fuel to individuals, Ministries and SOEs because the ship which supposed to deliver the fuel met with an accident while at
its base in Fiji and it was therefore not able to arrive on the expected date. The delay in its arrival caused the running out of fuel
from KOIL, the main fuel supplier in the island,

The authorisation of payment to Irata was our only option at the time as it was the only Supplier which was able to provide us with
the fuel. The cost implication was not considered as there was no other supplier available at the time to provide us with fuel. Irata
was at an advantage of charging us extra cost as he knew that the Ministry was in desperate need of fuel and that he was the only

supplier which could provide us with such.

To Address:
The management do agree with the Auditor’s concern and also admitted that this was an oversight at that time as their only
concern was to get the fuel to ensure that the operation of the Ministry was not affected and nothing more. The management

noted the Auditor’s concern in ensuring that the supplying Suppliers are with valid licenses to the kind of services they offer.
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18.3.2.8 LEAVE BALANCES

~= Finding and Analysis:
There were 40 employees from different divisions selected to perform our testing on their leave balances. Of the 40
samples selected some of which had leave balances exceeding 2 years entitlement as there had been accumulations
for more than 3 to 4 years back which is not in line with Cabinet decision minute no. 77/10. Details could be provided
upon request.

Implication:
The whole purpose of the Cabinet Decision Minute 77/10 is to avoid unnecessary drain out of public funds therefore
any deviations would be a regarded a violation of Cabinet decision.

Recommendation:
Management must enforce and implement the Cabinet Decision Minute No. 77/10 to all staff.

Management response:

Management do not want to go against what has been directed from Cabinet but in the meantime, the Administration would seek
the PSO approval if MISE staff with excess leave balances could be exempted from this directive, to consider the nature of their
work.

[ 18.3.3 GOVERNMENT BUILDING AND MAINTENANCE (E3160-289)

Findings and Analysis:

| 18.3.3.1 COMPARATIVE EXPENDITURE AGAINST BUDGET FOR YEARS 2014-16

= Budget 500,000.00 500,000.00 500,000.00
Actual . 485,521.00 : 491,683.00 | 557,546.00

| 18.3.3.2 COMPARATIVE GRAPH EXPENDITURE AGAINST BUDGET (ESTIMATE) 2014 - 2016

= Budget
H Actual

2016

__ As depicted above the approved amount of $500k for gov't building maintenance had been surpassed by $57k (actual
$557,546.40). The overspent reported of $57k could result from the lack of reconciliation by management with
records held by MFED. Therefore, response from management is herewith sought.
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Management response:

The amount was overspent which might be as the amount was not enough to meet the Ministry’s demand as a whole. For your
information, the fund has been increased from $500,000.00 to $1,000,000.00 this year which the management believed that the
increase amount would now be able to meet the maintenance work required from Ministries.

18.3.3.3 CONTRACTOR’S AGREEMENT & DISCREPANCIES ON PAYMENT NOTED - TWO CONTRACTORS J

Finding and Analysis:
The audit had discovered the discrepancies of payment made in respect of the two selected Contractors namely
Nukan Te Wa and Ekeutoa Sub Group as per indicated in the table below.
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Further, the audit was not provided with the contract agreement by management when sought for hence no further
testing was performed as a result. The Contract agreement is not only a binding instrument but is also a useful
measurement tool in ensuring that the above payments are proper and within the terms of the agreement. As could
be recalled from the discussion with HOD all groups and other contractors interested in providing services are required
to have a duly signed agreement with the Ministry of Works. The absence of such in this case raises doubt on the
legality of the payments made by the Ministry to the above Contractors. Therefore responses from management to
the following questions are required:

e The payment made to Nukan Te Wa contractor (refer table above) for cleaning up and streaming branches of ~ —
trees and digging up a hole for rubbish dam in respect of the Honorable Minister for MCIC premises was not in
line with gov’t building and maintenance policies. As confirmed the output of gov’t building and maintenance
works was charged for the above payment when in fact MCIC should be responsible for and to charge its
recurrent budget instead of charging the gov’t building maintenance budget.

e Further, the service provided by Ekeutoa Group (table above refers) for carrying out the maintenance of the
Hon. Minister (MPWU) car shelter was also not in line with the policy of the gov't building and maintenance as
required. -

Implications:

e Being the Ministry managing this output it is of paramount importance management should ensure this output
is allocated for the purposes for which it is intended.

e The overspending resulting for meeting costs other than those intended, as is now the case, would be a total
unauthorized spending to which management should provide satisfactory and substantiated explanation.

e Diverting the use of such output for other activities would not only deprive other Ministries that were in dire
need of genuine repair or improvements in their work places but would raise doubts on the integrity of
management.

e Payments made without any agreement is a total breach of FR 11 and this would increase the risk of
misappropriation of public funds.
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Recommendations:
e Management should ensure it fully complies with all governing laws and regulations relating to this output and
payments made to contractors.
e Management should ensure instant reprimand and appropriate action is taken against staffs that deviate from
the requirement under this output.

e Management should closely monitor payments made to ensure required supporting documents are attached.

Management response:

The management confirmed that there was no proper guideline on how to use the fund but currently, the management is working
on writing up its paper to Cabinet for approval on guidelines on how to use the fund.

As in the report there was no agreement made prior making the two payment as the claims were authorised from other Ministries
and not this office. It is therefore that the contractor and the responsible Ministry have already come to an agreement that the
payment will be made once the work was completed.

It is from the above that the management do agree that the payment should be met from their recurrent fund and not from the
maintenance. The management has also consider the Audit’s concern as a way forward to ensure that the using of maintenance
fund was followed once the guidelines and using of the fund is completed and been endorsed by Cabinet. The management do
note the concerns rose in the report and will now work forward as a way of improving the using of maintenance fund in future.
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19.1 AUDIT OPINION

AN UNQUALFIED AUDIT OPINION is issued for the Ministry of Labour and Human Resources Development for the

year ended 31° December 2016 with “Emphasis of matter” as discussed in detail from 19.3 below.

19.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS

The following issues were noted as the causes of the audit opinion for the Ministry of labour & Human Resources

Development performance in the financial year 2015 as follows.

Issues Solved/Addressed  [Status of the issue in 2016 audit

Minimal amount of unauthorised spending Solved/Addressed  [MLHRD reported the net saving of over $103kin year 2016
Leave balances - 2 years leave entitlement policy Not sovled/addressed |The same issue still detected in 2016
Qutstanding Imprest - database was not made available |Not sovled/addressed |Audit detected the colossal amount of outstanding Imprest
Drivers had failed to submit their log books Not sovled/addressed |In 2016 drivers had failed to update their log books

| 19.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT

The following significant matters have been raised for your attention and comment:

| 19.3.1 CONTROL OVER REVENUE

| 19.3.1.1 MLHRD REVENUE SUMMARY COLLECTION:

Year Budget Actual (Over)/Under
2014 135,021.00 92,244 .93 42,776.07
2015 60,611.00 128,097.87 (67,486.87)
2016 107,700.00 179,063.15 (71,363.15)

19.3.1.2 COMPARATIVE GRAPH OF BUDGET REVENUE AGAINST ACTUAL

2014

It is pleasing to note that in 2016 MLHRD has continuously collected more than its revenue budget although the

increase of its estimate of $47k was noted. And therefore management should be commended for such notable
improvement.
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19.3.1.3 MLHRD REVENUES AGAINST BUDGET BY DIVISIONS

Code Division _ Budget  Actual (Ove_r)_/Under_
C2802  Labour and Employment 4,000.00  1,908.00 2,092.00
C2803 Kiribati Institute Technology = 33,000.00 = 34,925.00  (1,925.00)
C2804  Marine Training Centre 70,700.00 | 142,230.15  (71,530.15)
Total 107,700.00 179,063.15  (71,363.15)

19.3.1.4 COMPARATIVE GRAPH OF BUDGET REVENUE AGAINST ACTUAL PER DIVISIONS

Kiribati |
Institute:
| Technolc

. taborand
1 Employment

ST

As displayed above KIT and MTC were the only divisions under MLHRD that showed major improvement by reporting
their excess collection in the amount of $1k (KIT) and $71k (MTC) respectively. However, the only division that had
failed to meet its revenue target was Labour and Employment division and therefore management should encourage
this division to improve its collections in the subsequent yeari.e. 2017.

Recommendation:
The divisional head for Labor and Employment division should ensure its budget level is always aligned with the
activities its division will deliver in future years.

Management response:
1. First, The Trade Test that always carried out in the labour has been transfer to KIT 2 years back that is the reason labour division
did not meet its Revenue target.

2. Second, some recruiting agencies had not yet renew their license for this year 2016.

19.3.1.5 MISALLOCATION OF REVENUE COLLECTION

Findings and Analysis:

In 2016 there were some revenues collected at MTC that indeed posted or charged the wrong output/allocation as per
noted during the audit. This was evidenced when the audit performed it walkthrough testing on the GL revenues
provided for MTC and found that some transactions had been posted to the wrong allocation, details of which are
included in the table provided below:
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GL REF DETAILS Amount  Used Code (wrong) Correct Code
RV201609182 FA mtc49/16 156.00 | C28040000068 Course fees C28040000004 Admin fees
RV201609183 FA mtc51/16 78.00 | C28040000068 Course fees 28040000004 Admin fees
RV201609184 FA mtc52/16 248.00 | C28040000068 Course fees C28040000004 Admin fees
RV201609185 FA mtc53/16 74.00 | C28040000068 Course fees C28040000004 Admin fees
RV201609189 FA mtc50/16 12.00 | C28040000068 Course fees C28040000004 Admin fees
Total 568.00
Implication:

Charging the wrong revenue output/allocation as per above finding would lead to over collections of the output
wrongly posted. Also charging or posting to the wrong outputs raises doubts on the integrity of the accounting officer
of the office.

Recommendation:

Management should ensure to post revenue collections to a proper and correct allocation in order to avoid future
grievances.

Management response:
We regret for such negligent, we at the account will make sure all revenue should be posted to the right output and reconciliation
should done on a monthly basis.

19.3.1.6 NON POSTING OF MTC FORM A 01/16 AMOUNTED TO $651.75

Findings and Analysis:

It was noted with concern that the above stated Form A no. 01/16 $651.75 for MTC was not reflected in the GL
revenue which indicated the lack in performing proper and regular reconciliation between MLHRD and MFED. This was
proved when the audit extracted some Form A copies from MTC records then matches with GL revenue provided by
Finance and found no sign of appearance for MTC Form A 01/16 $651.75.

Implications:
e The failure to post all transactions incurred during the year into the GL report had resulted in understating of
the Ministry records (revenue) thus could mislead management when preparing its future revenue budgets.

e MFED staff concerned should be reprimanded for such carelessness so this omission would not happen in
future.

Recommendation:
Therefore it is strongly recommended that the Ministry concerned through it account unit should perform a proper
and regular reconciliation with MFED so to avoid this issue from incurring accordingly.

Management response:

We regret for such negligent, we at the account will do monthly reconciliation regularly to avoid this same mistake.
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‘ 19.3.2 CONTROL OVER EXPENDITURE

| 19.3.2.1 MLHRD EXPENDITURE SUMMARY

Year Budget Actual (Over)/Under
2014 3,558,740.00 3,702,883.82 (144,143.82)
2015 3,684,455.00 3,684,938.46 (483.46)

2016 4,665,254.00 4,561,746.06 103,507.94

19.3.2.2 COMPARATIVE GRAPH OF BUDGET EXPENDITURE AGAINST ACTUAL
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With the increase in the budget level of over $980k the Ministry for the first time was able to operate within their
budget limit thus had resulted in reporting a net saving of $103k. Hence management should be commended for such
major improvement.

19.3.2.3 MLHRD EXPENDITURE BUDGET AGAINST ACTUAL BY DIVISIONS

Code Division Budget Actual {Over}/Under
E2801 Administration 556,715.66 547,779.16 8,936.50
E2802 Labour & Employment 488,860.00 452,276.16 36,583.84
E2803 Kiribati Institute Technology 1,451,955.00 1,424,548.60 27,406.40
E2804 Marine Training Centre 2,167,723.34 2,137,142.14 30,581.20
Total 4,665,254.00 4,561,746.06 103,507.94
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19.3.2.4 COMPARATIVE GRAPH OF BUGDET EXPENDITURE AGAINST ACTUAL PER DIVISIONS
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As could be witnessed from the above table/graph, all divisions under MLHRD reported net savings which signified the
major improvement by each divisional heads in controlling and monitoring their activities within their allocated budget
in the year 2016. Therefore all divisional heads must be applauded for their outstanding performance in 2016.

Recommendation:
The Management should continuously maintain such remarkable performance on its financial operation in future

years.

Management response:

19.3.2.5 IMPREST OUTSTANDING OF $33,717

Findings and analysis:

The outstanding Imprest of over $33k as shown above was for some employees selected as samples when auditing the
account of MLHRD for 2016. The audit team had extracted the above outstanding dues from the Ministry of Finance
hence responses are to be provided from the concerned Ministry as to why these employees still had their outstanding

dues when all Imprests should have been retired within 10 consecutive working days after returning from such official
travels.

Implication:
Timely retirement of Imprest is in compliance with Financial Regulation 2011 requirement and would contribute to the
strengthening of government cash flow.

Recommendations:
e Management must ensure that all Imprests withdrawn are retired after 10 working days from the date the
officer return from official trip.
e Management must ensure that those with outstanding Imprests are not issued any when next travel until they
had all cleared their Imprests or had entered into an agreement for recovery.

Management response:
Some travels were done in December hence retirement was done in 2017. However, outstanding imprest in 2016, were all cleared
as the policy for having an outstanding imprest {unable to issue imprest if have an outstanding imprest) is now adhered and

followed.
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19.3.2.6 LEAVE BALANCES-2 YEARS ENTITLEMENT POLICY

Findings and analysis:
Despite the failure in maintaining and updating the leave roster for MLHRD staffs there were also some selected staffs
in which their leave balances had been accumulated for the period of more than two years as per details elaborated in
the table provided hereunder:

2004170 | P/Secreta 232

2009157 Labor Officer 30 128
2005298 Director Labor Officer 30 107.5
2003112 Deputy Director (DDQ) 30 111

Based on the above anomaly noted it is evident that the SRO of this concerned ministry (i.e. MLHRD) had failed to
comply and implement the cabinet decision regarding the two years entitlement policy. Hence explanation from
management is herewith sought.

Implication:

The whole purpose of the Cabinet Decision Minute 77/10 on 2 years carry forward leave balances is to avoid
unnecessary drain out of public funds and to conform to NCS requirement. Therefore not adhering to this decision is a
violation of Cabinet decision and of course NCS related provision.

Recommendations:
e Therefore it is recommended that management should ensure to maintain, update and regularly review its
leave roster for staff annual leaves.

e Also, management shall ensure to enforce and implement the Cabinet Decision Minute No. 77/10.

Management response:

Due to shortage of staff and other senior staffs going on leave, the named staffs were held back to assist with the workload and
ensure there was no disruption to fulfilling the goals and aspirations of the Ministry. Also, within that period due to reshuffling of
Admin officers, it was deemed necessary for these staff to assist with induction and proper settling in of staff.

19.3.2.7 SALARY OVERPAYMENT IN RESPECT OF ONE OFFICERS

Findings and Analysis:

It was noted during the audit that one officer who was on leave without paid effective from 20/05/2016 up to
30/11/2016 but as detected the officer still received his salary for the periods of 27/5/16, 10/6/16 and 24/6/16 for the
amount of $439. Thus, when adding up the amount of salary paid for the said periods above the total salary overpaid
would added up to $1,317.00.

Implication:
e Failure to cease the salary when payment was not due would lead to loss of public funds if not detected.

Recommendations:
e Strong internal control mechanism system for Payroll including recovery policy should be put in place to avoid
future grievances and speed up recovery process. -
e Management should regularly review the works of its accounting staff to avoid such problem from recurring in
future.
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Management response:

This case must be already detected by salary staff at Finance as well as recovery to be impose, when the officer resume to office,
and if there's no action has been done the account section will work with salary section for recovery of these overpayment from
said officer.

19.3.2.8 LOG BOOKS

Findings and analysis:

The audit noted that MLHRD drivers had maintained their log books for the year 2016 but had failed to update the
records as evidenced when the audit detected the last transaction reflected in the log books was only up to February,
2016 thus had prevented auditors from carrying out further testing on the accuracy of expenses such as driver’s
overtime, fuel consumption and so forth. Details of these log books are further elaborated in the table provided
below:

Vehicle # Record from Upto Type of Vehicle
BG 325 06/01/2016 | 10/02/2016 | Hyundai Truck
BG 107 1/01/2016 | 12/02/2016 | Toyota Saloon
BG 414 06/01/2016 | 15/02/2016 | Hiace Minibus
BG 121 05/01/2016 | 15/02/2016 | Nissan Double Cab

Hence, reasonable reasons should be provided by the concerned officers concerning the above anomaly noted.

Implications:

e Failure to update log books would make it not possible for auditors to confirm claims been lodged for
overtime, refuelling and proper usages of the vehicles.
e Overtime claims without certified log book details would deem payments improper.

® Such could increase risk of misappropriation and loss of public funds.

Recommendations:

e Accounting officers have to remind drivers to update their log books and to return such books to the
accounting unit for account/management and/or audit purposes.
e Management should have a monitoring system in place that would assist with the refueling of vehicles.

Management response:

Account section is now ensure that all log books are well kept, and it’s a driver’s responsibility to keep his vehicle log book when
it full or at the end of each year ,the account officer will collect all Drivers log book and keep them in the Account Room. For your
information other log books (continuation) for MTC are well kept and ready for inspection at MTC Account Section.

Refueling Book: There’s no refueling records book, but we have a formed that signed by the OM for vehicle to be accepted by GAS
Stations for refuel, stating on that form the amount of liter the vehicle should take. Refueling sheets will be rejected if there's no
signed form attached to it.
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Findings and Analysis:

| 20.1 AUDIT OPINION ' _ . T

A QUALIFIED AUDIT OPINION is issued for the Ministry of Line and Phoenix Island Development for the year ended
31 December 2016 “Except For” the effects of the matters as discussed in detail from 20.3 below.

| 20.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS = B

Appended below were the previous issues noted of which determined the Audit Opinion for Ministry of Linnix and
Phoenix Island Development (MLPID) in the FY 2015:

Issues Solve/Addressed Status of the issue in the 2016 audit
B report.
e Arrears of revenue for Improvement noted in the collection

government houses,
government rental
premises, sale of

electricity. Improvement noted in the collection
e Short fall in the revenue
collection for rental Improvement noted in the collection
houses.
e  Accumulating of Not solved/Addressed Still not performed, it is now a long
outstanding electricity standing issue.
bill, Not solved/Addressed Variance detected also for 2016 as this is
e Failure to perform Bank also a long standing issue.
reconciliation.
) Variances detected in Not SOIVEd!!AddFESSEd Issue still repeated without
the KPF contribution as a | Not solved/Addressed improvement.
result of poor Unavailability of requested PV’s
— reconciliation. Not Solved/Addressed
Unofficial calls. Not Solved/Addressed Unsigned overtime
%  Contravensof No advice on reimbursement Still cannot provide supporting
Procurement, documents
No advice on the missing camera No advice on reimbursement

¢ Unsupported claim.

v Dverims i Not solved/Addressed
Not solved/Addressed Who will make good of missing camera
_ e  Unsupported Payment
226/4. Re.covery‘has: not been’m?de
o Reiburssment R Fail to retire imprest within 10 days
Airfare for Former
Minister.
®  Missing digital camera.
Salary overpayment.
= e  Qutstanding imprest.
® Local contribution to
development fund.
20.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT j

The following significant matters have been raised for your attention and comment:
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| 20.3.1 CONTROLS OVER REVENUE

| 20.3.1.1 REVENUE SUMMARY COLLECTION: MLPID 2016

2014 5 016
$411,172.00 $889,804.00 $654,150.00
$513,027.86 $486,877.03 $577,413.97

($101,855.86) $402,926.97 $76,736.03

20.3.1.2 COMPARATIVE LINE GRAPH OF BUDGET REVENUE AGAINST ACTUAL - (2014-2016)

e

The table and graph above depict the trend between the budget estimate and actual revenue collected for the past
three years (2014 to 2016). It is pleasing to note that the actual revenue collected has increased from 2015 to 2016 by
$91k (2015 $486k- 2016 $577) though MLPID still experienced revenue shortfall of $76k against its budget level in
2016 of $654k.
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20.3.1.3 REVENUE ESTIMATE TABLE BY DIVISIONS AGAINSTACTUAL — 2016

Variance
Descriptions Budget Actual (Over)/Under
Adwminsitration
Sundry recoveries S$8,500.00 $6,241.51 S2,258.49
Rental of Government Premises $10,000.00| $11,333.19 -$1,333.19
Public Work division
Carpentry & Joinery S1,500.00 $850.00 $650.00
Housing
Rental of houses $68,900.00| $57,465.82 $11,434.18
Electricity distribution
Sale of Electricity $320,000.00| $441,299.27 -5121,299.27
Water Supply
W ater supply fees $33,000.00| $40,257.98 ~-57,257.98
Scolar Salt
Solar Salt fees $1,100.00| $12,251.00 -S11,151.00
1T
Computer service $15,000.00 S5,360.90 $9,639.10
Civil Engineering
Sale of Business Plan $1,250.00 $1,060.00 $190.00
PVU(Xmas)
Hire of Government Equipment | $194,900.00 $1,294.30 $193,605.70
Total $654,150.00| $577,413.97 $76,736.03

As clearly shown from the above table, the overall revenue shortfall of $76k was mainly caused by PVU (Hire of
Government Equipment) which had an approved estimate of $194k but only managed to collect $1,294.30 thus
resulted in the under collection of $193k. Other activities management had failed to meet the targets for were are
Rental of houses by over $11k, Computer Services $9k, Sundry recoveries $2k, Carpentry Joinery $650.00 and Sale of
Business Plan $190.00.

The remaining activities that management managed to collect more than the approved budget were Sale of Electricity
by over 5121k, Solar salt fees of over $11k, Water supply fees of over $7k and Rental of Government Premises by over
$1k. Therefore management should be commended for such improved performance and to be encouraged to keep up
the hard work.

Implication:

Failure to collect an approved budget will affect the inflow of funds to Government and also will result in cash flow
deficiency.
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Recommendation:

Management must ensure to come up with a more realistic budget and to encourage all its revenue collecting
divisions to exert efforts in their revenue collection tasks.

Management response: =
The amount which comes from HMM is hot met due to the delay of payment from other agencies who hired machines from HMM
Division. Also, the housing rent which is going to be paid by tenants especially employees failed to do so, especially that we are
isolated the Finance is late to get letters of deduction for housings. in addition, the computer services is not earning so much
revenue since we did not provide services anymore relating computer services and internet since it has side effect to our
operational on a daily basis.

The management will decide on the tenants who fail to pay their outstanding. As for now, there are other tenants the
management has dealt with, and they have started paying their rent outstanding in 2017.

rzo.3.1.4 WEAKNESSES IN THE REVENUE SYSTEM (DEPOSITS ARE NOT PERFORMED ON DAILY BASIS)

Finding and Analysis:

After conducting a testing through the revenue system, the audit revealed that there were some issues related to the
control of revenue that required further and immediate remedial action to address such problem and to avoid from
occurring in the future. The issues are noted below:

e Daily collections by Customs division were not deposited at the Cashier office (Linnix) on a daily basis. The
deposits could be made one week after the collection. For instance, collections on receipts (236863-236900)
on 29/2/2016-8/3/2016 amounted to $10,878.60 were just deposited on the 10/3/2016. The cash had been
kept for more than 9 days in the cabinet as there was no safe in Customs division. This simply indicated failure
by senior accountable officer to conduct regular review and proper monitoring to ensure that all revenue
collected for the Ministry must be deposited daily and is a total breach of the FR 2011.

e During the cash counting at the MFMRD branch office, the audit noted there was no safe for safeguarding the
revenue collected on a daily basis. In fact, the account officer always accepts the risk by taking the cash and
kept at home, another deviation from FR 2011.

Implications:
e Failure to make daily deposit would increase the risk of misappropriation of cash.
e Inthe absence of the Safe, there is prospect that the cash can be easily stolen and misappropriated.
e Keeping cash at home is a total breach of FR 11. -

Recommendations:

v Management must ensure that all revenue collections should be deposited on a daily basis.

v Management must ensure that there will be a safe provided at the MFMRD office to guarantee
the safety of valuable items such as cash and other confidential items.

v Severe reprimand action should be considered for senior officials of Linnix who had failed to

ensure the workforce are fully conversant and fully comply with the provisions of FR 11.

Management response:

The management has learnt that the custom has not deposited cash on hand for the mentioned long period. And now the
management has ensured that all the Line Ministries who collect revenue like Fisheries and Custom in Kiritimati should deposit —
their cash on a daily basis so that the MLPID account Revenue will double check and deposit to the Government no.5 account.

The management will ensure to propose a request on providing safe to Accountant General as requested from audit officer,
otherwise management will ensure that a daily deposit of the Government revenue will be surely made and no safe will be
needed.
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20.3.1.5 RENTAL OF GOK HOUSES — ARREARS OF REVENUE

Findings and Analysis:

Companies 2015 2016|Increase Decrease |Remarks
ATHKL §3.494.88 $988.71 $2.506.17|Improved repayment
BPA $1,316.28| §1,842.94| -5526.66 No improvement repayment
CCH $7.982.62| $814048| -5157.86 No improvement repayment
Copra $529.13 $589.121 -8§59.99 No improvement repayment
DBK $782.07] $1080.90| -5298.83 No improvement repayment
HMMD/PVU $6,065.76] $6.653.97| -5588.21 No improvement repayment
KIC $1,280.82( $1,331.15| -$50.33 No improvement repayment
KOIL §801.82 §794.35 §7.47|Slow repayment
KPA $686.38 §986.42| -8300.04 No improvement repayment
Air Kiribati $1.940.90
Total i $24,880.66 $22,408.04 $2,472.62

Implications:

It was discovered during the audit testing that the total accumulated outstanding rent owed by tenants had
gradually declined from $24,880.66 to $22,408.04 for 2015 and 2016 respectively. The decrease in the
outstanding rent resulted from the payment made by ATHKL. Though, the audit revealed that some
companies whom staff occupied the house failed to make prompt payment as noted in the table hereunder.

In addition, some tenants (retire employees/ transferred) who are already left the house also failed to make
payment prior release from the premises.

Failure to recover the above revenue (arrears) will automatically affect the inflow of funds into Kiritimati bank

account.

The accrued arrears will become difficult to recover especially from those that will be transferred back to
Tarawa and/or will retire from the service thus would increase loss of public funds.

Recommendations:

v" The Ministry should put in place a strong internal follow up mechanism to minimize the arrears

v

from escalating in future.

To strengthen and enforce Sec C.4 of Agreement between Landlord (Ministry) and Tenant which
could be terminated if the tenant fails to comply with the condition of this agreement
particularly the payment of house rent.

Responsible Officer should conduct regular meetings with branch managers of all SOEs that are
currently using the GOK houses for settling outstanding rent arrears and to agree on sanctions
to apply in the event of failure to ensure prompt monthly payments of rent to the Ministry.

Management response:
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20.3.1.6 BANK RECONCILIATION STATEMENT — NO. 5 BANK ACCOUNT 2016

Findings and Analysis:

It has been detected during the audit that preparation and presentation of the Bank Reconciliation 2016 was not
performed as required even though the audit had exerted pressure on the management in considering this essential
financial instrument. In the previous audit 2016 for 2015 annual account, the former Senior Accountant stated during
the audit visit that the Bank reconciliation had been prepared in compliance with the new template which has been
given by former Accountant General to utilize. However, the audit noted that the Bank reconciliation has not been
completely implemented as the MLPID simply matched the Cashbook against Bank statement frequently which is not
the proper requirement. The former Senior Accountant failed to performed proper handing over note with the
reconciliation officer in regards of the new template hence the reconciliation officer (Accountant) incapable of
following the reconciliation procedure thus reason for not completing Bank reconciliation. It has been four (4) years
(2013 to 2016) the same issue was also detected in our previous audit reports thus proved management had not
ignored previous audit recommendations therefore those concerned should be reprimanded accordingly.

The audit confirmed the balance appeared in the bank statement No. 5 Account was $204,760.10. However, this
differs from the amount disclosed in the annual account of $2,026,801.63 thus constituting a variance of
$1,822,041.53 an amount which was overstated by the MFEP figure. This proved again there was no reconciliation
performed between the MFEP and Linnix. In essence, the audit would not be able to confirm the accuracy and
existence of the balances disclosed in the annual account for MLPID for 31/12/2016.

implications:

e Failure to perform a proper bank reconciliation statement, direct debits or any other bank errors would not
easily be detected which could ultimately lead to loss of public funds and encourage fraudulent actions.

e Lack of proper bank reconciliation statement contravened FR 16.13.

e The absence of reconciliation with records held by MFED would undermine the balances appearing in the
government annual account and could result in issuing a disclaimer opinion.

e Failure to agree (M/Linnix and MFED) on the balance as appearing in the bank statement and to provide
supporting list to explain the variances noted would provide avenue for misappropriating government funds
and of course increase risk of loss of public funds.

Recommendations:

v"  The audit strongly recommends that the M/Linnix responsible and accountable staff should use
the proper format when preparing the monthly bank reconciliation statement.

v" Management should ensure that proper handing over must be performed prior officer left the
Ministry.

v' Management should seriously consider reprimanding staff concerned for having repeatedly
failed to comply with the correct bank reconciliation procedure as recommended in our
previous audit reports.

v" Management should regularly review the work of the concerned staff and to quickly take
remedial action.

v The Senior Accountant should ensure also to conduct a regular reconciliation with records held
by MFED to agree on the balances and should be able to provide explanations to support the
anomalies detected in the Annual Account 2016.
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Management response:

This is also the problem as per previous issues as noted by the management. This is the cause of no opening balance provided. At
this stage no reconciliation between Number 5 bank statement and MFED records. Last time we asked for write off for prior
balances and since then, no approval been received or issued. We are moving forward to work with this as the MFED now is
currently making a move of giving approve prior balance. The MLPID has reconciled its bank statement no.5 account against its
cash book while still waiting for the prior balance to be approved and issued from MFED.

20.3.1.7 GOVERNMENT RENTAL PREMISES — ARREARS OF REVENUE 2016

Findings and Analysis:
The audit noted after conducting its testing that most of the tenants who occupied Gov’t Premises had used such for

other purposes, either for commercial or office accommodation and had not paid in full their rentals as per details in
the table provided hereunder:

Date Details Amount Duel 201 GI 2015|Increase  Decrease |Remarks
31/12/2016 |Custom Office $2,624.31 $2,624.31 $2,193.51 -5430.80 No improvement repayment
31/12/2016 |Air Kiribati $5176.80) $176.80) No improvement repayment
31/12/2016 |DBK $3,214.18] $3,214.18] $3,642.68 $428.50| No improvement repayment
31/12/2016 |Dgjin $12,946.99] $12.,94899] $10.527.36] 5241963 Dispute
31/12/2016 |Fair Price $9,106.30 $9,106.30, Dispute
31/12/2016 |Immigration $6,590.25| $6,590.25] $5.881.74] 70851 No improvement repayment
51/12/2016 |KFF $7.61447| $7.614.47] $6,969.67] _$644.80 No improvement repayment
31/12/2016 |Lap Enferprises| $§10,100.19] 510,100.19] $8.460.18] _51.64001 improve repayment
31/12/2016 |MWYSA $125.60] $125.60] No improvement repayment
31/12/2016 |Post Office $2,788.89| $2788.89] $2.788.39) No improvement repayment
31/12/2016 |Taxation 34,622.69] $4,622.69] $3,866.68 _$756.01 No improvement repayment
31/12/2016 |TSKL/ATHKL $5,822.96] Dispuite
31/12/2016 |Education $3,111.05 Clear 2016

Total $59,910.87] $59,910.67] $53,264.72) -55.545.95

{Extract MLPID Account Figure 2016)

e The above table indicated the total arrears of revenue for Government Premises rental of $59,910.67. As per
reported, the outstanding of Government rental premises had slightly increased from $53,264.72 in 2015 to
$59,910.67 in 2016 respectively. The increase of $6,645.95 is an indication of slack in control over and absence
of recovery mechanism.

e When reviewing the individual balances for each tenant’s holders, the audit noted that there has been no
improvement in the repayment refusing to paid in full outstanding rent as per detailed in the above table.

e An ongoing dispute between the Government and tenant’s holders such as Dojin, ATHKL and fair price were
still a major concern for MLPID as they refused to pay in full the remaining outstanding rent as they claimed
that there has been an agreement made between Linnix and Dojin/ATHKL/Fair Price. In fact, the audit could
not extend further scrutiny as it is not evidence based but through verbal communication.

Implications:
e Cash flow for M/Linnix will be affected if the tenants do not make regular payments and arrears of revenue
could escalate to a level beyond the financial ability of the listed organisations to pay.
e There is no level playing field across the board for all organisations occupying government premises as those
not paying are enjoying the facilities at the cost of the full compliers and of course the budget.
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Recommendations:

v The ministry should regularly reconcile its tenant records and promptly pursue recovery of
outstanding arrears.

v" Management should act on the court decision already obtained for Dojin.

v" Also the Ministry should provide aging analysis regarding their arrears of revenue for Gov't
Premises Rental and ensure speed recovery of all arrears in order to keep within the statute bar
limitation of 6 years.

v" Management should have a policy in place that will ensure full compliance by tenants.

Management response:
The management is now working on the Cabinet paper to propose policy and seek cabinet decisions on these outstanding. We are

still sending our reminding letters to these stated Commercial renters to pay for their outstanding.

20.3.1.8 ELECTRICITY BILL- ACCUMULATED OUTSTANDING ELECTRICITY BILL FOR 2016 |

Findings and Analysis:
After reviewing the Electricity bill for 2016, the audit noted the following issue as noted hereunder:

e The total accumulating outstanding electricity bill carried forward from previous year to 2015 was over half
million, i.e. within the vicinity of $830,989.29. In conducting the audit for 2016 annual account, the audit
noted that the remaining unsettled bill brought forward to 2016 was declined to $676,815.73, a decrease of
$154,173.56. This showed major improvement in the recovery actions and settlement but still some electricity
users are not liable to meet their obligations. (List of names and details can be sighted upon request).

Details Amount

Domestic $93,357.41

Commercial $64,152.87

Industry & Government $519,305.45 =
Total $676,815.73

e |n addition, the audit revealed that the above unsettled amounts are also payable by retired civil servants,
transferred officers, etc. who have left Kiritimati without clearing their electricity bills thus showed the MLIPD
had failed to enforce recovery mechanism/strategy especially from officers that are leaving Kiritimati.

e Further, given the complete analysis regarding the usage of electricity bill, MLIPD had collected actual revenue
of $441k. This amount though is not sufficient to cover the actual fuel consumption funded by GoK under the
LCDF of $938k. This means the remaining electricity consumption of over $497k had been subsidized by GoK.

e When taking into account the above arrears of $677K, if this had been recovered and management ensured all
pay their electricity bills on timely basis, there could be less subsidy GoK will release under the LCDF to fund
the Linnix electricity consumption.

Implications:
e The failure in collecting the arrears of revenue from electricity will of course result in a cash flow hardship
which would also contribute to drain out of public funds.

e The accumulated outstanding bills from respective commercial operators and users, which of course
constitute more 70% of total arrears of revenue as per above, indicated Government has provided such
excessive subsidies to these operators at detriment of public funds.
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Recommendations:

v" The Ministry should be very serious in recovering outstanding electricity charges from
consumers to replenish the annual LCDF, as in this year, of S1m.

v The Ministry through its electricity Unit should have come up with proactive measures to
expedite recovery actions.

¥" Inregards to transferred and/or retired officers’ electricity bills the division should find means of
recovering the arrears from such former employees through their current employers or the
payroll system for government employees or from KPF for retirees.

v Management should ensure all current electricity dues are paid promptly and to arrange
installment payments with current officers having arrears of electricity standing to their credit.

v" In order to meet or match the fuel cost supply which is funded by Gov't the concerned ministry
should reconsider the electricity tariff that will offset the annual fuel cost.

Management response:

The outstanding have been charged to their L100 for instance most of the government employees in Christmas Islands who have
their outstanding have been charged for their electricity bill outstanding and now while they are leaving the island they still pay
$5.00 each payday for arrears of water. For the Commercial and SOE’s and other tenants who leave the island or have been
passed away, the management have work on cabinet paper to propose for cabinet approval to make decisions on these
outstanding. The Unit itself deals with announcement for due payment and disconnect those who are not prompt with their
payment, There is a fee of ten dollars ($10.00) when reconnected again,

[ 20.3.2 CONTROL OVER EXPENDITURE

| 20.3.2.1 BUDGET EXPENDITURE SUMMARY: 2014-2016

| = B ~onis) - = 708
Budget : $2.701,008.00 $3175 031.00 $3.480.378.00
Actual _ e $2.684.450.00 $2.828.831.87 $3.411.734.46
Variance l.!mler/{ Ov er) $16.548.00 $346.199.13 $68,643.54

| 20.3.2.2 COMPARATIVE EXPENDITURE LINE GRAPH AGAINST ESTIMATE BUDGET: 2014-2016
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Given a slight increase budget estimate for the past three years (2014 to 2016), MLPID had managed to operate below
its estimate budget level. The Ministry therefore should be commended for being able to provide a budget level that
is aligned with its activities.
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20.3.2.3 EXPENDITURE TABLE BY DIVISIONS OF MLPID — 2016

Division Budget Actual Variance(Over)/Under
Administration $710.302.00 $709.706.05 $595.95
Finance $190.113.00 $189,050.71 $1.062.29
Public Works $575.732.00 $572.262.85 $3.476.15
Housing $20,982.00 $90.,343.67 $638.33
Electricity Distribution $227.180.00 $225,952.89 $1.227.11
Electricity Generation $271.038.00 $269.511.31 $1.526.69
Water Supply $394,188.00 $391.,296.58 $2.891.42
Planning $920.539.00 $88431.71 $2.107.29
Solar Salt $105,485.00 $105,110.28 $374.72
IT $85.427.00 $81,171.34 $4.255.66
Civil Engineering $257.174.00 $255,852.75 $1.321.25
PVU $380.565.00 $366.313.06 $14,.251.24

Linnix Agency Tarawa $101,645.40 $66,731.23 $34.914.17
Total $3,480.377.40 $3.411,734.43 $68.642.97

20.3.2.4 COMPARATIVE EXPENDITURE BAR GRAPH AGAINST ESTIMATES BUDGET — 2016

¥ Budget
# Actual

It was clearly evidenced that all divisions for MLPID had reported net savings which contributed to the overall saving of

S68k.
Management response:

The M/Linnix represents a savings of the budget expenditure as you can see on the access vote book report. Referring to the last
pages of the Management report which shows the budget balance {vote book] It clearly shows that most of the savings comes
from the KPF Contributions and Salaries, KPF contributions and Salaries related to personal emoluments. The reason for this is that
most of the vacant post still vacant that is Admin posts like OM for Linnix Agency, SAS for Linnix Agency, Branch Manager in
HMMD, these vacancy were high position which consists of big amount of salaries and kpf contributions.

Forthe Committee information, the Branch Manager for HMMD is now filled and yet we are still waiting for a permanent staff OM
and SAS from reshuffling.
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20.3.2.5 UNCOLLECTED CHEQUES/ UN-CANCELLED CHEQUES/UN-USED CHEQUES

Finding and Analysis:

e A total of $5,690.83(2016) and $2,701.67(2015) uncollected cheques (payable cheques to customers) were
found during the cash counting not collected by respective Payee. The audit discussed with Payment officer
regarding the reason for holding these cheques for such a long period of time. In fact, the Payment officer
could not provide reasonable statement as she was just taking over from former Payment officer. The audit
checked the cashbook and confirmed that such uncollected cheques had been entered and posted in the cash
book. Details of these cheques can be provided upon request.

e The audit confirmed the total un-cancelled cheque of $6,474.80 was detected during the cash counting. These
cheques were attached to the cheque butt and not cancelled as normally required under the financial
regulation. The audit could not verify and confirm the accuracy of these un-cancelled cheques due to the
reason stated in the table hereunder:

2016 UNCANCELLED CHEQUE
DATE CHQ # S PV # Remarks
29/6/2016| 916453 280.00 485/6 missing PV- Audit cannot confirm payment
21/7/2016| 916770 226.50 324/7 Failed to cancelled but paid on chq # 916771
28/6/2016| 916424 86.00 454/6 missing PV- Audit cannot confirm payment
23/2/2016| 911669 3,007.30 337/2 missing PV- Audit cannot confirm payment
31/12/2015| 911218 625.00 734/12 missing PV- Audit cannot confirm payment
16/6/2016| 916277 2,250.00 283/6 missing PV- Audit cannot confirm payment
$ 6,474.80

e Additionally, the audit noted two un-used cheques (915533 and 915534) (cheque leaves still attached) found
after the audit document through the cheque butt. The cheque book was dated on 11/4/2016 to 26/4/2016.
The audit could not verify the reason for such improper treatment of payment procedure as the responsible
officer failed to explain further in detail the control or way forward to rectifying such problem.

Implications:
e There is a possibility that following year budget would be affected if these cheques issued from next year’s
budget.
e Un-used cheque and un-cancelled cheque is total breach of financial regulation.

Recommendations:

v" Management should put in place a policy in ensuring accounts division staff fully conform to the
FR Requirement failing by which stringent reprimand actions should apply instantaneously.

v' Senior Accountant should ensure a daily review and check on Payment officer regarding
pay-out to ensure they normally follow payment procedures stipulated in the financial
regulation.

v Un-used cheque leaves that relate to 2016 should be cancelled to avoid confusions with serial
numbers especially as this cheque book related to 2016.

Management response:

The un-cancelled cheques have their very own reasons for the first time they were left behind till the PV is missing. Unfortunately,
it is my failure to follow up on the payment cheques and it is indeed a very good lesson learnt now and to check on the cashiers’
chegues to be OK. it is the duty of the management to ensure to make policy on this in order to avoid these kind of issues in the
near future.
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20.3.2.6 TELECOMM BILLS PV#428/2 $2596.74, PV# 528/3 $3706.86, PV# 440/4 $3670.98

Findings and Analysis:

The audit revealed with concern some of the calls made from the office line were deemed improper as the audit could
not confirm whether these calls were official or unofficial in nature since the register maintained for recording names
and calls on a daily basis was not completely updated as the register commenced 14/4/16 to 30/12/2016 which means
that there were missing dates from January to March which related to calls noted in the table below.

PV #528/3 | $3,706.86 Pv=440/4 \‘S 3.670.98 [
Usage Charges for 81214 Usage Charges for 81218
Date Time Number called Destination Duration Price Date Time Number called  DestinaticDuration Price .
16/2/2016 11.56:48 6173188044 1|Australia 5.23) § 18.85 4/3/2016 9:47:42 61731880440] Australia 11.49f § 41.36
19/2/{2016 16.27.06 61290163222 Australia 19.50] § 69.42 8/3/2016| 12.36.01 85239196700| Hong Kong 0:.12) § 2.35
24/2/2016 114218 61731880441} Australia 2.03| § 7.18 8/3/2016] 12.36.01 85239196700| Hong Kong 0.37] § 447
24/2/2016 13.24.33 61290163222 Australia 10.36] § 37.10 9/3/2016 9.44.27 61731880440| Australia 4.48| § 16.80
24{2/2016 14.22.10 61290163222} Australia 29591 § 10495 15/3/2016| 11.25.15 61731880441} Australia 4.31.00f § 15.81 -
24{2/2016 16.40.26 61290163222 Australia 20:31] § 71.81 16/3/2016 9.31.12 61290163222| Ausiralia 0.36] § 2.10
Tofal International Calls $ 309.31 16/3/2016 2:30:37 61290163222{ Australia 1.36] § 3.60
17/3/2016| 122004 6793302512{Fiji 1.52| § 6.04
' 428)2 ISZ, 596.74 l 17/3/2016| 13.35.38 61290163222] Australia 4.50| § 16.92
Usage charges for 22853/22855 29/3/2016| 16,1205 61290163222 Australia 1.40| § 5.84
Date Time Number called Destination Durafion Price Total International Calls § 117.79
18/01/2016 12.10.41 35023|Butarifari 2.56| § 9.39
18/01/2016 12,19.39 35023 |Butarifari 1.51] § 5.92 :
20/01/2016 932,34 35025|Butaritari 609 § 19.68
20/01/2016 10.02.25 35023 |Butaritari 0.33] § 3.20
20/01/2016 10:05.03 35023 |Butaritari 2.50| § 9.07
20/01/2016| 10.37.20 35023 |Butaritari 11.25] § 36.54
Total National Calls $ 83.80
Implications: _

e Unofficial calls would have an adverse effect on the Ministry budget.

e There is a possibility of misappropriation of office line for their personal own use/gaining unauthorized
privileges.

Recommendations:

v" Management must urge staff having made private calls on office telephone lines to pay for the
cost of their calls.

v To reprimand staff who have used office telephones without seeking prior approval from SRO or
responsible senior officers.

v" Management to establish a monitoring mechanism to deter private use of official telephone
lines.

¥" Management must take immediate actions to find ways of recovering private calls been
included in the payment vouchers. )
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Management response:

We have our own register for out call. There is no operator who will liable for these unreliable calls. Since there is only one
switchboard, the call can be easily registered, but those long minutes calls are not registered and these will lead to no one to own
up an explanation on this.

The mentioned payment vouchers have been confirmed to be correct and there is no recovery from those calls due to no record in
register and upon visiting each section no one owned up.

The management have discussed this issue and decided on tasking one registry clerk to be an operator and registering all calls and
reasons and she would be the one liable to all long-period calls.

20.3.2.7 TWO YEAR LEAVE POLICY ENTITLEMENT

Finding and Analysis:
After conducting a testing through staff leave balances register for all MLPID divisions, the audit noted that some staff
leave balances had accumulated for the period of more than two years as shown in the table below:

Outstanding leave

Post PF# balance 2016 L/Entitlement L/Taken 2017 Balance
Deputy secretary 20004200 65.3 30 5.5
SAS 2012159 95 30 125
Driver 2007110 67 14 81
Foreman 93179 I 26 21 116
Account Officer 92028 184 22 110 96
Senior Regional Planner 2008055 155 20 24 161
Implication:

The whole purpose of the Cabinet Decision Minute 77/10 on 2 years carry forward leave balances is to avoid
unnecessary drain out of public funds and to conform to NCS requirement. Therefore not adhering to this decision is a
violation of Cabinet decision and of course NCS related provision.

Recommendations:

v" Management must enforce and implement the Cabinet Decision Minute No. 77/10.
v Management should ensure it has, maintains and regularly reviews its leave roster for staff

annual leaves.

Management response:

The leave balances exceed the balances required for 2 years prior. However, the annual leave depends on the SRO approve, The
management will ensure to work with the cabinet decision on a two year policy,

As for now, the SAS have taken her leave and the Senior Regional Planner is not working anymore within the MLPID and hence her

leave balances is cleared from our record and will hence move forward to her new workplace,
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20.3.2.8 CONTRAVENING PROVISIONS OF PROCUREMENT ACT

Findings and Analysis:

Several fundamental provisions of Procurement Act have not been fulfilled nor complied with. This was evidenced
when the audit undertook an inspection and revealed that PV# 25/7 $40,000, PV# 109/11 $35,900 were deemed
improper thus the audit has raised doubt and uncertainty regarding the accuracy of the payments being processed due
to the significant anomalies noted below:

The audit noted that the total invoice raised by Tarawa Motors on 29/6/2016 for the cost of the Brand new
Prado was @5%75,900.00. The payments however were split in two; the first payment was made on 1/7/2016
on PV# 25/7 with amount of $40,000, second on the PV# 109/11 dated 4/11/2016 for $35,900. As it is the
practice to make a down payment of a certain percentage for placing an order with the supplier and to pay the
balance when releasing the vehicle this has bypassed the Procurement Act 2002 requirement on amounts of
over $50,000 which stated: “Central Procurement Review Board (CPRB)” means the board chaired by the Chief
Procurement Officer to consider procurement of goods and services worth over AUS50,000”

The procurement for the cost of New Vehicle for Minister conducted on 1/7/2016 as stated in the minutes of
the meeting was noted by the audit that those members attending the meeting did not sign the procurement
form (refer Tender Summary and Recommendation). The absence of the signatories (specimen) would; i)
annul the procurement process and thus would not enable the audit to confirm the accuracy of the payment
and ii) this could raise uncertainty on the whole procurement process and doubt on the integrity of
management in handling cases with large amounts.

Audit noted there were no other quotations (invoice) from other suppliers of vehicles nor any support as to
why Tarawa Motors was preferred over other businesses that are also engaged in ordering vehicles. An
explanation to this is invited from SRO of the Ministry.

Further, the audit detected that the second payment (re PV# 109/11 for $35,900) was charged under three
different divisions and two separate outputs: i) E2907-243 (Water: Supply - Office equipment), ii) E2911-243
(Civil Engineering - Office equipment), and iii) E2912-287 (PVU Xmas -Plant & Equipment). This practice
confirmed a violation of FR 11 section XI Adjustment and transfer 11.1-11.4. Management explanation is
sought as to why they had not adhered to the aforementioned provision of the FR 11.

The audits verified and checked the following PV# 192/1 with amount $7706.48, PV# 64/4 for $9,067.51 and
PV# 315/10 for $6,392.50, as elaborated in the table below which have been processed without conducting a

proper procurement meeting. The Committee could comprise staff from different branches established within
Linnix.

Date PV# Amount$ |Details
1/31/2016 192/1 S 7,706.48 |Being for electrical materials
18/10/2016 315/10 S 6,392.50 |Being for water equipment

Implications:

The unsigned procurement meeting minutes would annul decisions been made and would also encourage the
departure from complying to the Procurement act

Value for money will not be achieved.

Absence of quotes or reasons for selection would make the bidding evaluation process subject to bias and
incorrect decision on suppliers chosen.

The absence of transfer/virement is a total breach of the relevant provisions of the financial regulation.
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Recommendations:

v

. process.

Management must ensure there is an active Tender Committee with clear terms of reference
comprising duties, responsibility and authority including Clear thresholds for requirements for
different value and type of procurements.

Management should reject PVs that were not supported with the respective procurement

Invitations to tender include: evaluation criteria, conditions for disqualification and
specifications must be met.

Management must ensure all documents are fully supported and safely kept for future audit
reference.

It is recommended that the Procurement Act be reviewed, in the interest of transparency, and
to strengthen the provision relating to purchases so those with amounts of over $50k,
regardless of the split in payments, approval has to be sought first through the right channel.

Management response:

Some of the PV that not procured was the Imprest and Imprest did not need procurement. Some of the mentioned PV conducted
the procurement as per PV provided. The management now has become stricter recommending and encouraging the conduction
of Ministry Procurement for the payment that will exceed 55000 and to go through the CPRC for the payment that will exceed the
amount of $50,000 or more.

The PV’s provided below as per

PV 192/1 - procured

PV 315/10 - procured

PV 425/17- procured

PV 35/11 - Imprest

PV 25/7 - procured

PV 334/5 - Imprest

PV 54/9 - procured

PV 109/11- procured

PV 583/12 - outstanding invoices and claims for KEIP {do not need procurement since it consist of various invoices and claim
letters after the Education Rehabilitation Projects).

20.3.2.9 ASSET/STORE REGISTER/NON EXPENDABLE ITEMS

Finding and Analysis:
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The Asset/Store register obtained from MLPID was not completely updated as evidenced when the audit
observed through Asset/Store register and discovered that the last date of the recording for all purchased
items was only from January to July. The remaining months of August to December were not entered in the
Asset/Store Register.

The audit of the Asset/Store register for MLPID divisions could not be reviewed due to the division’s failure to
provide requested register for audit scrutiny to confirm the existence of all purchased items with MLPID
headquarter records. The administration has commenced using the manual register last year, 2016. After
thorough check through selected PVs.(PV# 64/4 $9067.51, PV# 315/10 $6392.50, PV# $192/1 $6800) the audit
is of the belief there were some of the equipment and tools been purchased for maintenance and operation
of MLPID but were not accounted for in the register as noted in the table below:

No frequent physical stock-take monitored by the MLPID headquarters to all divisions to ensure that each
division kept and updating its records (Asset/Store register).

age
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IT
= Water
Date Item Purchases Issued fo Amount PV # Remarks |Division
5/4/2016/ 5 Monitors T §300.00 | | Date Item Purchases Issued to Amount PV #
2 Coolmax converter $100.00 18/10/2016 | 18 Inferior PLY 19mm Water $3.442.50 |7
10 incomputing §2,590.00 40TR Pine 200x50 $2.440.00
10 ubiquiti nanostation m $1,159.90 2 OH/H Galv Bolt & Nut M12x150 $180.00{ --315/10
5 ubiquiti nanostation loco m $309.95 30 H/H Galv Bolt & Nut M12x100 $180.00
1 EEKit tool Kits $42.99 30 H/H Galv Bolt & Nut M12x75mm §150.00] |
1 Rosewill Tool kits $123.99 :_64{4.*2016 | Total $6.392.50
4 netgear switch $140.00
10 Brother ink $387.90
10 Brother ink $259.90
10 Brother Toner $1,089.90 Electricity
5 Brother Drum $650.00| Date Item Purchases Issuedto  Amount PV #
2 Stattech USB converter 53.98 20/01/2016 100 rutr Cable 10 mm $3,25000
3 phase Moror 415/30HZ $1.859.00( | 200 mir Cable 6 mm $3,250.001192/1
§9,067.51 15 Helmet $300.00
Total §6,800.00
Implications:

e |n the absence of Asset/Store register there could be purchased items that were not recorded in the register
and thus would increase risk of misappropriation of government funds.

e Failure in observing and complying with the provisions of store regulations is a complete violation of the FR 11.

e Failure in maintaining store inventory register would lead to the risk of misuse, loss and theft of inventory.

Recommendations:

v" All assets been purchased should be recorded in the Store Register and Responsible officer
should ensure updating of the Store Register.

¥v" Management should ensure that Accountable officer must conduct internal regular stock take
within MLPID headquarters and to all divisions to keep track/movement of purchased items.

Management response:

There are store men at divisions such as Water, HMMD, Construction, Civil, Electricity and Solar Salt who are responsible in
controlling the stocks and capitals of their Division of the MLPID.

It is a failure from the management side not to follow up on store-man’s record and register on asset. The Management has now
approve and ensure that record and registered on assets purchased should be done on a proper manner and an updated inventory
book. The management has allocated account staff that is liable for following up and checks up on asset and they are required to

conduct an asset check-up and counting against their recording on their inventory book on a monthly basis.
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20.3.2.10 CONTROL OVER IMPREST

= Finding and Analysis:
The total outstanding imprest for 2016 was $7,163.00 which indicated that imprest holders had failed to retire their
Imprests within 10 working days upon return from official trips. Details of the imprest are shown below and names can
be provided upon request.

Date Name Imprest no Outstanding amount
2/24/2016|Officer 1 Jul-16| $ 660.00
Feb-16|Officer 2 Aug-16| $ 660.00
. 2/26/2016|Officer 3 13/16 $ 315.00
4/19/2016|Officer 4 26/16 1% 2,220.00
) 5/4/2016|Officer 5 22/16 $ 2.660.00
5/13/2016|Officer 6 32/16 $ 325.00
8/30/2016|Officer 7 60/16 $ B323.00
Total $ 7.163.00

Implication:
e Failure to retire Imprest within 10 days and/or not retired at all after return from official trips is a breach of FR
2011 requirement and would increase the risk of loss of funds from those being issued with excess Imprest.

Recommendations:

v Management must ensure to strictly comply with 10 days retirement policy of imprest upon the
official return from official trip.

v" Audit recommends that the outstanding imprest from previous years must be recovered with

— immediate effect and no other imprest will be issued out if the officer failed to retire the

previous imprest.

Management response:

The ocutstanding imprest amount as per findings is true and this was related to one staff who retired his imprest in the MFED
Bairiki and also received his travelling claim from Bairiki at the Project division. Another staff from IT Division accepts that he
forgot if he has retired his imprest or not, hence agreed on the agreement that his outstanding on the imprest will automatically
deducted from his salary until recovered.

For the committee information, there is a decrease in amount of imprest drawn as most of the staff aware &f the 10 days policy
after returning from travelling. And most of the government employees’ travels from Tarawa are not required anymore to claim
their additional imprest from Kiritimati.

The management gives thanks for such note and will ensure the strengthening of a 10 days policy of retirement after returning
from official trip.
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20.3.2.11 LEAVE GRANTS RECONCILIATION ISSUES

Finding and Analysis:

After the audit run through MLPID staff list to confirm the accuracy of the total leave grants paid for each staff at the
end of fiscal year, the audit noted the variances exist in the Management report/GL with the calculation based on
MLPID staff such as detailed in the table below:

No. of Staff -

S st LT DSRPTON | MGTRE G| WD Sl “EJ“;:E 1 bt
obtained
| CEAONONR |levelrat | 3| BOON| (06| Ol wdersaed
|| ETIONIR  |LeeveGrat RS0M|  BSO|  BSOODD| GO0 L wdersied
§ | CARNIIE |leweba TSEBO|  TRSN|  GOIOOD|  GRZSOD| L overtaed
4 E290400007208  |Leave Grant 150000 7500.00 600000 150000 | Ol overstated
W | CHSHIIR  |lewebat 3R] B3BM| 20000  (GL00)| GLudersied
B | CARINIR |lewebat WEM| AG0| JI0W| 2500| Ol wedd
| VOB  |lewebrad UMM | S0000|  AS0000|  (SO000)| Gl udersied
3 EZ9080000208 {Leave Grant 430000 450000 4500.00 :
i E29090000208  {Leave brant 750000 1500.00 1500.00 :
7 MR |Leae EN| 2850| SWO0|  (Z500| Gl et
7 EMII |lemebrat ESON|  GSO|  BOOND| (S0 L udersaed
B | CAUNR  |lewebat MRN0|  ZANM|  WS0dn|  (00000| Gl wdersaed
4 EZ9(30000208  |leave Grant 38000 SI13.08 BO00O0|  (2870.00)| Ol understated
T S TLA4531 | § 743833 | § 28650000

Implications:

e Variances exist could undermine the integrity of public financial management system which could distort the
annual account.

e Failure to conduct regular reconciliation would cause variances that would distort the account.

Recommendation:

Management should ensure that when closing end of financial year a proper reconciliation must be

performed to ensure that all postings are correctly accounted for accordingly.

Management response:

The difference in variance is because there are other new appointments/ new recruits last year 2016 like Kauaata and others
which cause the difference of variances as the new recruits will not get their leave grant on the same amount hence will get a
leave grants on a pro-rata basis. The vacant is filled and hence the MLPID staff list is greater than in the report. The management

will focus on this too and will improve the checking on leave grants claims.
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20.3.2.12 NO FORMALIZED HANDING OVER NOTE BETWEEN FORMER SA AND THE NEW SA

Finding and Analysis:

Audit noted with concern the repetitive failure of doing a proper hand-over between the outgoing and incoming
accounting officers. Had this been practiced there would not be any problems when the new accounting is asked of
any financial transactions and so forth. This is an area MFED should always ensure it is done by its accounting officers
each time reshuffling is made for a Ministry. the past years that one of the failure that entertain by the MFEP is the
lack of enforcement to SA to performed proper handing over especially when MFEP formalized reshuffle to SA to other
Ministry.

Implication:
e Failure to provide a handing over note could weaken the credibility of the Ministry.

Recommendation:

v Management should encourage its staffs to always have ready a handing over statement for
continuity purposes and for the smooth flow of the accounting work by the new officer.

Management response:;
This is a misunderstanding of both side MFED and former SA MLPID, (The MFED would probably know the exact answer of this.)
For the committee information, there is a proper handing over note prepared by the Former SA MLPID to the current SA MLPID.,

And that helps a lot in continuing and carrying on a work in the Account.

20.3.2.13 VOTE BOOK/DATABASE ACCESS

Finding and Analysis:
The vote ledger/Database Access obtained from MLPID was noted not completely updated as evidenced when the
audit went through transactions posted into the MLPID Vote ledger/Database Access and discovered that February
(8/2/2016, 18/2/2016, 25/2/2016) was the last date/month been posted into such vote ledger. In this instance, all
transactions incurred for month of January to February(remaining dates) were not accounted for therefore incorrect
figure would result which could lead to unauthorized spending.
Implications:
e By not updating the vote ledger, balances reflected therein would mislead Management in their decision
making.
e Not updating the vote book on a regular basis would result in incurring over spending by management and
reporting of an incorrect figure on outputs at the end of the year.
¢ Failure to update Vote book/Database Access is total breach of financial regulations.

Recommendations:

v"  Management has to ensure that the vote book must be updated and completed on a regular
basis and also to take into consideration all activities been omitted during the year.

v" Management should also ensure it reconciles transactions in its vote book with MFED records
regularly.

Management response:

Looking to our GL report and it shows that the finding is not really accurate since our GL reports consist of January transactions
and February as well from different Divisions. If we did not record our Jan and Feb transactions we would end up in a big problem
hence we did not. We still have our record of expenditure from January to February totalled up to $498117.61

For the committee information the GL reports data is extracted from the final vote book (database access).
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20.3.2.14 UNSUPPORTED/UNSIGNED OVERTIME

Finding and Analysis:

e The audit had identified that some of the staff did not sign for their overtime and the total amount involved
was $24,050.95.There neither details of RR to show that overtime have been returned nor written authority
for release of the overtime.

e The audit discovered that the total unsupported overtime of $49,141.80 was not completely supported by
overtime docket. This would be difficult from the audit perspective to confirm the accuracy of such overtime.
Management is required to provide explanations or way forward to rectify such problems.

| Agedl

| |Approprie) | Popey

Die | PV | Adul PayDet | suppoting | - Fndings
Approval coded
| documents |

| 200 | {Ovetimeforfirt hal Fbmary I " {notsupported by overtime docket
B4 it {pament ofoverime forfrsthaf Aprl | ¢ X | {notsupported by overtime docket
B0 441 {Overtime forsecond half Februay X | |notsupported by overtme docket
i/te| o611 |4 55240{Paymentof overtime ' ' |not supported by overtie docket and signed by one employee on te voucher
13/M8] 193 | 3890001 Overtime for firsthalf March 2026 U \Unsined overtime docket
/6| 254 | SE0640 Pajment of overtime :=: { {Unsigned overtime and ot supported by overtime doclet
Wte| 07 a | Overtime for second halfJuly I " notsupported by overtime docket
1706 Si8/7  Overtime for HMVD saff 1 U {Unsigned overtime and not supported by overtime docket

BULY

Implication:

e There is a risk that unsigned overtime could be misappropriated and was loss of public funds.

Recommendations:

¥" Management must provide confirmation by all those listed in the table to confirm they all had
received their overtime for the periods specified above.

v' Management should ensure all overtimes are signed and where no RR is provided for any
unsigned overtime, to arrange recovery from the person involved in disbursing the overtime.

Management response:

Most of the time, the overtime are signed unless the employee is not willing to take his/her overtime payment on time. We then
return the overtime that is not signed. However, it is an issue that the cashier did not manage to put back the signature list to the
overtime PV including the supporting documents. At the end, some of the signature list misplaced and it became a big issue in
which the management already take into consideration and solve this issue already.

Additionally, there are other overtimes that are not signed as per stated in the Management report, The reason behind this is that
they did not came on time of payment, and when they came to claim their money the account officer could not find the PV where
the signature list is attached with. Hence, they release the money for the claimer claim to take his/her overtime with the idea that
they would give that staff to sign on the signature list until they forget about it, and the overtime signature list is left unsigned till
then.
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| 20.3.3 LOCAL CONTRIBUTION TO DEVELOPMENT FUND (LCDF) — POWER SUPPLY

[ 20.3.3.1 SUMMARY EXPENDITURE FOR POWER SUPPLY - KIRITIMATI

Budget $786.201.00 §786.20.00 | §1.000,080.00
Acwal $809.2/0.00 $884.480.17 $938,575.70
Variance Under/ ( 0y er) ($123,008.00) (838.278.17) $61504.30

I 20.3.3.2 COMPARATIVE LINE EXPENDITURE GRAPH AGAINST ACTUAL FOR POWER SUPPLY — KIRITIMATI

The above comparative data features the expenditure pattern for the approved budget estimate against actual
spending for the last three years {2014-2016). For the first time in 2016 with an increase in the estimate
budget of $213k (2015 $786,201- 2016 $1,000,080.00) MLIPD had closely monitored the level of its outflows
which causes a savings of $61k.

It was evidence after the audit extract form the General to confirm the fixed payable amount to cater for the
power supply. The audit affirmed that there was no such fixed amount as the payment varied and fluctuated
(from time to time) for each month. This is mainly because of the usage capacity consume to supply the
electricity from time to time.

Moreover, since there was no proper monitoring to keep track of the remaining amount of fuel kept by KOIL
office.

Implications:

Continuing paying the fluctuating amount without prior proper checks on the volume of fuel actually needed
will consequently lead to the unnecessary drain out of public fund, adding more to cash flow problem.

The absence of a monitoring mechanism could lead to eventual misappropriation of funds.

Recommendations:

MLPID to ensure payment for fuel be made for each power station separately and only upon producing: a) the
confirmation on the level of remaining balance of fuel at each station and b) the confirmation of the remaining
balance of fuel kept at the KOIL.

A monthly reconciled report should be provided to MLPID for scrutiny and spot checks to confirm the records
and actual refuelling at each depot.

Both KOIL and MLPID accounts should ensure their ending balances be properly reconciled.

Management response:

The frequent damage of generators that operate the whole island of Kiritimati leads to the increase in fuel usage. The increase in

consumption of power supply as there is an increase in the number of immigrants to Kiritimati.
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Findings and Analysis:

21.1 AUDIT OPINION

A QUALIFIED AUDIT OPINION is issued for the Office of People’s Lawyer for the year ended 31* December 2016
“Except For” the effects of the matters as discussed in detail from 21.3 below.

21.2 STATUS OF PRIOR MANAGEMENT LETTER ITEMS

The following issues were noted as the causes of the audit opinion issued on the performance of the Office of the
People’s Lawyer in the fiscal year 2015.

Issues Solved/Addressed Status of the issue in the 2016
audit

® Mis-posting of Not solved/Addressed
Revenue/Expenditure

e Vote Book was not update Solved/Addressed

e log book was not maintained Not Solved/Addressed

e Unavailability of documents Not solved/Addressed
for auditing purposes

e Absence control of bus Not solved/Addressed
tickets

| 21.3 SIGNIFICANT MATTERS ARISING FROM THE AUDIT = |

The following significant matters have been raised for your attention and comments:

| 21.3.1 CONTROL OVER REVENUE =

| 21.3.1.1 OFFICE OF PEOPLE’S LAWYER SUMMARY REVENUE COLLECTION |

Year . e = FYun
pudge -~ = $2,000.00
Rt $651.75

Variance Under/(Over) $1,348.25




REPORT OF THE AUDITOR GENERAL ON THE 2016 GOK ANNUAL ACCOUNT PART 1

I 21.3.1.2 COMPARATIVE LINE GRAPH OF BUDGET REVENUE ESTIMATE AGAINST ACTUAL

$2,500.00 —— —

$2,000.00 -

3150000 &=

$1,00000 ——

$500.00 —

so00

Budget e Actual

It was noted OPL had failed to meet its targeted revenue by $1,348.25 as it only collected $651 when its budget was
$2,000.

| 21.3.1.3 REVENUE AGAINST BUDGET BY DIVISIONS 2016

Division{Legal
i Services) Budget Actual (Over)/Under
C360103 | Court costs $2,000.00 $651.75 $1,348.25
_ Total $2,000.00 $651.75 $1,348.25

| 21.3.1.4 COMPARATIVE BAR GRAPH OF BUDGET REVENUE AGAINST ACTUAL BY DIVISIONS

# Court costs

= Budget - Actual

As clearly witnessed from the above table/graph, OPL hold only one division which had failed to collect its revenue
— budget for the fiscal year 2016

Implication:

It is important for revenue collectors to collect and meet the revenue budget as this has been accounted for when
formulating the budget for 2016 and any shortfall would trigger unnecessary draw down from the RERF.
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Recommendations:
e Management should exert efforts in collecting its revenue so to meet its set target.

e Management should reconsider its budget level to give a more realistic figure to collect.

Management response:
Written Management not received.

I 21.3.2. EXPENDITURE (BUDGET)

| 21.3.2.1 OFFICE OF PEOPLE’S LAWYER BUDGET EXPENDITURE SUMMARY

Year ; | ;015" L 2016
Budget R $326,502.00 $458,035.00
Actual : $403,842.63 $443,184.89
Variance Under/{Over} ($77,340.63) $14,850.11

| 21.3.2.2 COMPARATIVE LINE GRAPH OF BUDGET EXPENDITURE ESTIMATE AGAINST ACTUAL

=== Budget

=== Actual

$000 - o

2015 2016

As disclosed above with an increased budget estimate of $131 ($326k - $458k (2016)) OPL had managed to spend
within its allocated budget and therefore should be commended for such achievement in its SECOND year of
operation.

21.3.2.3 DATA BASE ACCESS - RECONCILIATION

Finding and Analysis:

After testing the posting in the General ledger, it was discovered, re table below, that certain outputs had been
misallocated in the GL by MFEP. This would have been detected and corrected during the course of action (2016) had
there been a regular reconciliation between OPL and MFED.

Date Pv# Misallocation Correct code Amount Payee

11/10/16 244/16 E36010000 E36010000231 $177.75 ATHKL
I

11/11/16 282/16 E36010000231 E36010000231 $734.77 ATHK
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Implications:
e The misallocation caused by MFED is a human careless error and those involved should be reprimanded.
e Failure to update database and conduct regular reconciliation could trigger difficulties for management to
agree with records kept by MFED especially when consolidating the annual account.
e The absences of reconciliation would cast doubt on the balances as shown at the end of the financial year.

Recommendation:

Management must maintain and regularly update its database and to conduct regular reconciliation
with records held by MFED to avoid incorrect balances appearing in the Government annual
accounts.

Management response:
Written Management not received.

21.3.2.4LOG BOOK

Findings and analysis:

It was noted that OPL log books for two vehicles as noted hereunder, for 2016 were never used regardless of the same
issue detected in the 2015 audit report. This is an indication of poor management control measures over the use of log
book; hence an explanation is required from responsible officers accordingly.

Vehicle Type | Description No. Log Book available | Maintained & Updated?
Mini bus Staff Transport BG 108 | Yes No

D Peoples
DoubleCap | -~ PurY P 186306 | No No

Lawyer

Since these log books were never used or updated our audit authentication for expenses on driver's overtime, fuel
consumption and so forth could not be verified and validated accordingly.

Implication:
Failure to update log books would make it not possible for auditors to confirm claims been lodged for overtime,

refuelling and proper usages of such vehicles.

Recommendations:

e Accounting officer has to remind drivers to return their log books at end of each fiscal year
to the accounting unit for account/management and/or audit purposes failing by which a
disciplinary action may warrant.

e Management must open log book and started using it for the two vehicles.

Management response:

Written response is not provided.
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21.3.2.5 STORE REGISTER (UNRECORDED ITEMS)

Findings and analysis:
After checking the Stores Register the audit confirmed that the following items shown in the table below had not been
recorded in the register and therefore seeks management’s explanation.

DATES PV &# NO Of ITEMS PURCHASED AMOUNT REMARKS
22/01/16 021/16 1 Vanes $67.80 Not recorded in the register
08/02/16 048/16 48 Cable wire $189.60
3PCS Double Power point $$53.40 Not recorded in the register
2pcs single Power Point $29.00
11/02/16 050/16 4 PVA glue $48.00
1 Single P/Point $15.50 Not recorded in the register
4sht Ply Wood $340.00
16/12/16 051/16 6 ex- chair $853.33
40 pcs screw $71.11 Not recorded in the register
18/02/16 057/16 2 tin Varnish 4 ltr $138.00
5 Mounting block p/point $47.50 Not recorded in the register
1 Pad bolts $7.50
1 padlock & key $7.50
18/02/16 059/16 3pcs 2*2 timber $75.00
1pkt 2” galv nail $5.40
Ipkr3y o $21.00 Not recorded in the register
2pair 2” hinges $10.80
2 pcs 2”7 Screws $4.00
25/02/16 060/16 4 boxfile nova $12.44 Same as above
03/03/16 074/16 4 Air freshner $22.00
4 fabulaso $13.20 Same as above
2 harpic $12.00
3 pino clean $11.40
06/06/16 146/16 1pcs 10mtr lead wire $33.00
2pcs 6way power point $30.00 Same as above
TOTAL $2,118.48

Implication:
The absence of recording all purchased items would increase the risk of loss of assets and/or misappropriation of
items.

Recommendation:

Management must ensure that all assets purchased and used/disbursed should be recorded in the
asset register for record and tracing of their movements.

Management response:

Response not provided for this issue.
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1.3.2.6 TWO YEAR LEAVE ENTITLEMENT POLICY

|

Findings and Analysis:

One staff was found to have accumulated leave for more than two years
cabinet decision Minute No.77/10. (Names and details of the employees’ lea

Implication:

The whole purpose of the Cabinet Decision Minute 77/10 on 2 years carry forwar
unnecessary drain out of public funds and to conform to NCS re

is a violation of Cabinet decision and of course NCS related provision.

Recommendations:

v Management must enforce and implement the Cabinet Decision Minute No.

77/10.

v" Management should ensure it maintains and regularly review its leave roster

for staff annual leaves.

¥/ Management should ensure that whenever staff taking leave, eg in 2017, must

offset first their leave entitlement in 2017 before moving back to the last 2

previous years’ leave balances, i.e taking the leave balance of 2016 and so

forth.

Management response:

Response for this issue is not provided.

back. This is totally lack of compliance to
ve can be provided when requested).

d leave balances is to avoid
quirement. Therefore by not adhering to this decision

r21.3. 2.7 ABSENCE OF CONTROL ON THE BUS TICKET

|

Finding and Analysis:

After going through a testin

sufficient due to the reasons stated hereunder:

e The audit noted that number of unrecorded bus tickets not accounted for

in the table below;

Denomination

Recipient

Serial No.

No. of ticket

Value

Amount

0.80 cents

539696-697

2

1.6 $1.60

e Asacommon issue, tickets were issued out without being signed by the respective employee.

Dates Denomination | Recipients | Serial No. # of ticket | Value | Amount

13/09/2016 | 0.80 Cents Tabokai 598917-598924 7 a6

= & X Kabetitaake | 598925-598933 8 6.4 §12.00
Total $12.00

e Audit also noted that some tickets issued but signed by one person on behalf of other employees.

Dates Denomination | Recipients | Serial No. # of ticket | Value | Amount
20/11/2016 | 0.80 Cents Berenateta | 598987-598989 2 16
o W Ruuta 598990-599000 10 58.00
0.90 Cents Berenateta | 467185-467190 $4.50
Tabokai 467191-467200 9 $8.10 | $22.20
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g of bus ticket register the audit discovered that the control on the bus tickets was not

in the Bust tickets register as shown
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Implications:
e Failure to control the bus tickets could lead to the misappropriation of bus tickets as bus tickets are
convertible to cash.
e Unsigned tickets permit actions that may inflict misappropriation of bus tickets
e Signing of tickets by others without written authority could also lead to misapplication of bus tickets.

Recommendations:

e Management should ensure all bus tickets issued out must be accounted for in the Register.

e Management is urged to consider the importance of signing the bus tickets when issued out

e Management must not encourage issuing out of bus tickets to others if no authority is
produced.

Management response:

Written Management response is not received for this issue.
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