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Summary 
 
1. The 2009 financial records for both the Secretariat and the Staff Provident Fund received 

unqualified audit opinions from auditors PricewaterhouseCoopers, New Caledonia. This is the 14th

 

 
successive year SPC has received unqualified audit reports. 

2. The 2009 audited financial statements and audit reports are hereby submitted for consideration by 
members in accordance with the financial regulations. 

 
3. The auditors’ management letter with management responses is also submitted for members’ 

information. 
 
Recommendation 
 
4. CRGA is invited to: 
 

i. accept the 2009 audited financial statements as presenting a true and fair view of the financial 
position and financial performance of the Secretariat and of its Staff Provident Fund; 

 
ii. note that proper accounting records have been kept and unqualified audit reports were 

received by SPC for the 14th

 
 consecutive year; and 

iii. note the comments of the auditors in the management letter and the responses of management. 
 
 
 

______________________________ 
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ANNUAL FINANCIAL STATEMENTS AND AUDIT REPORT FOR 
FINANCIAL YEAR 2009 

 
Purpose 
 
1. This paper presents the audited 2009 SPC financial statements and audit reports for the 

consideration of CRGA, as required under the financial regulations. It also provides an update 
regarding progress on the auditor’s management letter recommendations covering the 2008 financial 
year. 

 
Background 
 
2. PricewaterhouseCoopers of New Caledonia conducted the independent audit of the financial records 

of the organisation for the 2009 financial year for both Noumea and Suva to provide assurance that 
the financial statements presented are free from material misstatement. 

 
3. The Secretariat’s financial statements are presented in Part 2of SPC’s Annual Report, which 

includes: 
(i) the 2009 SPC financial statements and audit report; and 
(ii) the 2009 Staff Provident Fund financial statements and audit report. 

 
4. As part of their service, the auditors provide a management letter which sets out areas of internal 

control weakness and recommendations for improvement. The 2009 management letter is attached, 
with management responses to the issues raised covering the 2009 financial year and progress 
updates on the issues raised in the management letter for the 2008 financial year. 

 
Audit results 
 
5. Unqualified audit reports were received for the 2009 records for both SPC’s overall finances and the 

Staff Provident Fund. This was the 14th

 

 consecutive year SPC has received ‘clean’ audit reports. The 
audit was conducted in accordance with the International Standards on Auditing and the 
Secretariat’s Financial Regulations. 

6. The following points are highlighted for members’ interest: 
 
7. The balance sheet remains steady, with net assets of 2.2 million CFP units at balance date in 2009 

compared to 2.18 million at balance date in 2008. Total assets totalled 66.6 million CFP units, with 
22.4 million CFP units held in cash or term deposits. Liabilities totalled 64.4 million CFP units, of 
which 35.2 million CFP units are current liabilities. Total reserves (page 6 of Part 2 of the Annual 
Report) remain stable at balance date 2009 at 2.232 million CFP units, with general reserves at 
1,011,238 CFP units, specific funds at 752,326 CFP units and special funds at 468,410 CFP units. 

 
8. Outstanding assessed contributions at balance date total 1,029,431 CFP units, of which 25,090 CFP 

units relate to contributions received in advance. An update on outstanding contributions is 
presented in CRGA paper 11.1. 

 
9. The statement of income and expenditure – core funds (page 6 of Part 2 of the Annual Report) 

shows a net surplus of 841,557 CFP units. This consists of additional income against budget of 
1,121,079 CFP units and budget over-expenditure of 279,522 CFP units. The increase in income is 
mainly from 991,325 CFP units (1,226,746 CFP units less budget 235,421) in exchange 
gains/miscellaneous income and 181,113 CFP units in additional project management fees 
(2,011,113 less budget 1,830,000 CFP units). Bank interest income fell short of the budget by 
274,062 CFP units (450,000 CFP units budget less actual 175,938) because of the lower level of 
funds available for deposits and general lower interest rates. 
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10. The major core over-expenditure was 230,737 CFP units in corporate services, resulting from 
increased cost of utilities, maintenance improvements to buildings, and the cost of CROP (Council 
of Regional Organisations in the Pacific) human resources studies covering the new job banding and 
job evaluation exercises. From the surplus of 841,557 CFP units, a transfer of 778,191 CFP units 
was made mainly to reduce the income shortfall in programme funds arising from adverse exchange 
rates as the impact of the global economic crisis set in. 

 
11. Non-core income increased by 5.2 million CFP units from 11.8 million CFP units to 17 million CFP 

units at balance date. Non-core income totalled 70.9 million CFP units (details are shown in pages 
16–35 of Part 2 of the Annual Report). 

 
Management letter points 
 
12. The auditors’ management letter provides the auditors’ observations on a number of control-related 

issues that they believe to be significant, together with recommendations to strengthen business 
control and improve operating efficiency. The number of findings is smaller than in 2008. 

 
13. The findings are classified into three levels, with Level 1 being the most significant. 
 

Level 1: design deficiency or deficiency in operating effectiveness that could lead to significant 
issues. 

 
Level 2: design deficiency or deficiency in operating effectiveness that could lead to minor financial 
issues. 

 
Level 3: best practice recommendation, improvement to the process. 

 
14. The issues raised in the management letter cover a number of specific areas under the general 

headings of response fund, general computer controls, revenue and receivable cycle, treasury cycle, 
payroll cycle, and general. 

 
15. The management responses to the issues and recommendations by the auditors are noted on the 

management letter itself, immediately below each of the issues/recommendations. Progress update 
comments are provided for matters raised by the auditors in the 2008 letter. Management has 
undertaken to address all Level 1 and 2 issues raised and to take on board matters raised under Level 
3. 

 
Conclusion 
 
16. The 2009 records for both SPC’s overall finances and the Staff Provident Fund received clean audit 

opinions, making this the 14th

 

 consecutive year that SPC has received unqualified audit reports. The 
auditors raised a number of issues and recommendations in their management letter that 
management has either already addressed or has undertaken to address. 

 
 

__________________________ 
 
 
4 October 2010 
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May 17

Attachment 

th

 
, 2010 

 
The Director General 
Secretariat of the Pacific Community 
BP D5 
98848 Nouméa Cedex 
New Caledonia 

 

Dear Mr Rodgers, 

We have pleasure in presenting this report to management in respect of our audit of the statutory accounts of 
the Secretariat of the Pacific Community for the year ended 31 December 2009. Our audit is close to 
finalisation, and we would like to report our findings together with our recommendations for improvement. 

We have concentrated on areas of material risk of error in the financial statements to allow us to reach our 
opinion efficiently. Therefore, we have not and cannot examine every activity and procedure in the 
company, and only report on those matters which have come to our attention. Accordingly our audit may not 
have identified and the comments in this letter may not be a comprehensive record of all the weaknesses that 
may exist. We would gladly discuss with you an extension of our audit to review any activities of the 
business which potentially concern you. These issues might include a review of procedures relating to 
corporate governance, fraud limitation, or any other matters. 

Our report provides our observations on control-related weaknesses, which we believe are of most 
significance. These control-related issues have been previously discussed during the course of the audit with 
the management personnel responsible, and where relevant, we have referred to their comments on how 
these issues are proposed to be resolved. We would be glad to further discuss these issues with you. In the 
section we have attempted to provide a classification between the various points as follows: 

• Level 1 : design deficiency or deficiency in operating effectiveness that could lead to significant 
issues 

• Level 2 : design deficiency of deficiency in operating effectiveness that could lead to minor 
financial issues 

• Level 3: best practice recommendation; improvement to the process.  

This letter is intended solely for the information and use of the governing body, management, and others 
within the organisation and is not intended to be and should not be used by anyone other than these specified 
parties. 

We would like to take this opportunity to extend our appreciation to management and staff throughout SPC 
for their assistance and cooperation during the course of our Interim audit. 

If you would like any further information or would like to discuss any of the issues raised, please do not 
hesitate to contact us. 

Yours faithfully, 

PricewaterhouseCoopers Audit Calédonie 

 

Anne-Marie Klotz 
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Detailed below for your consideration are a number of internal control and other observations and 
recommendations designed to strengthen business control and improve operating efficiency. 

1 Response fund 

1.1 Organisation of a financial reporting process between SPC Noumea and SPC Fiji (including year-
end process) 

Observation 

In October 2008, SPC was given the role of Grant Manager of the Response Fund by AusAID. A transition 
period with former manager was implemented until the end of 2008.  

SPC Noumea accounts for the Response Fund transactions in the Noumea SPC GL. SPC Fiji is the 
operational Grant Manager. 

In SPC Noumea ledger, are recorded as at December 31, 2009 an income (423 MF.CFP) and a receivable 
(201 MF.CFP) representing the grants received from the donors and the amounts disbursed to sub-recipients. 
The amounts that had been expensed by the sub-recipients at year-end should be booked as expenditures for 
the period, against the receivable balance. According to SPC Fiji’s spreadsheet showing the status of the 
Response Fund, SR expenditures are 1,8 million AUD (equivalent of 138 MF.CFP @ y/e rate). 

Implication 

Without a regular financial reporting process between SPC Noumea and SPC Fiji, a timely recording of 
income and expenditures of the Response Fund is not possible. As a result, an adjustment of 1,845 million 
AUD was booked in the accounts following our audit. 

Recommendation 

We recommend you to establish a regular financial reporting process between SPC Noumea and SPC Fiji to 
allow for timely recording of income and expenditures of the Response Fund. 

Priority : level 1 

Management response 

Agree with recommendation. Procedures have been put into place between finance staff at Noumea, Suva 
and Pohnpei locations to ensure reconciliations are performed and accounting entries properly recorded on 
a timely basis. 

1.2 No evidence of control on the opening GL, received from AusAID / PRHP former grant manager, 
and integrated in Navision 

Observation 

In October 2008, SPC was given the role of Grant Manager of the Response Fund by AusAID. A transition 
period with the former manager was implemented until the end of 2008 and SPC was in charge of managing 
on-going grants. From a discussion with SPC Fiji and SPC Noumea officials, we understand that the 
opening ledger, an excel file coming from AusAID/PRHP, was integrated into Navision. We understand that 
closing accounts, under previous management, have been audited by an independent auditor. We understand 
that SPC has not performed any control on the opening balance integrated into Navision. 
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Implication 

Risk on accuracy, completeness and classification of entries integrated with the handover. 

Recommendation 

As SPC Noumea has integrated significant entries in their GL, related to the Response Fund, we recommend 
that you obtain a copy of the auditors’ report and the audited financial statements and ensure that the 
opening balances input reconciles with the closing audited accounts of the previous manager. 

Priority : level 1 

Management response 

The opening balances from the previous grant manager have been incorporated into year-end balances in 
the general ledger. Whilst we agree that the opening balances should have been created in the ledger at the 
time the management of the fund was transferred to SPC, the year-end balances now accurately represent 
balances relating to the Response Fund. Every effort will be made to obtain the audit report of the previous 
manager. A recent project audit of the both the PRHP (Pacific Regional HIV/AIDS Project) and the 
Response Fund by PricewaterhouseCoopers Suva gave clean audit reports on both projects. 

2 General computer controls 

2.1 No offsite storage or formal disaster recovery plan (*) 

Observation 

No offsite storage of back-ups or important documentation exists currently, although back-ups are kept in a 
fireproof-safe. There is also no formal disaster recovery plan.  

Implication 

Without a formal working disaster recovery plan, the risk of in continuity of activities increases in case of 
unforeseen circumstances. This can endanger the data and the continuity of the organisation. 

Recommendation 

It is recommended to formalise the disaster recovery plan and store important documents and back-ups in an 
offsite facility. 

Priority : level 1 

Management response 

Finance data are being stored in the conference room on an upper floor (protected from the risk of 
flooding). This room is air conditioned, and though it is part of the SPC campus it is separate from the 
Corporate Services and IT offices and is now treated as a full-time, off-site server room. Hard disks are now 
used for back-ups. These use less space in the safe and are more durable than the previously used tapes. 

The disaster recovery plan will be compiled as part of the strategic plan for the IT section. 
 
 
 
 
_________________________ 
(*) Prior year recommendation 



SPC/CRGA 40 (10)/Paper 11.2 
Page 7 

 
 
 

  

Progress update: 

From July, monthly back-ups are stored off site. For more rapid recovery of systems, an organisation wide 
virtualisation of servers is undertaken, where virtual servers are consolidated into a small number of 
physical servers. As part of this exercise, backup systems are upgraded. The compilation of the disaster 
recovery plan has been put on hold until the merging of the IT systems of the Pacific Islands Applied 
Geoscience Commission (SOPAC) and the South Pacific Board for Educational Assessment (SPBEA) into 
SPC’s system is completed. 

2.2 System and user documentation is not up to date (*) 

Observation 

System documentation and user documentation is not entirely up to date. 

Implication 

If key employees in the department leave the organisation, key changes in the system set-up may be lost. 

Recommendation 

It is recommended to review the structure of the IT department and implement additional resources as 
required to update documentation or to outsource this function. 

Priority : level 1 

Management response 
 
All key changes are communicated within the IT department on the IT shared drive. User documentation is 
not considered a high-risk area because training is provided to users. Given their workload, IT staff have 
not been able to address this issue yet; the IT Manager has proposed to outsource the work and is awaiting 
a final decision from administration. Network documentation is reasonably up to date and is reviewed 
annually in December. No significant system changes occurred during the year. 

Progress update: 

Network documentation is now up to date and placed in a central repository for easy accessibility by IT 
staff. Procedures have also been established for regular updates to be made. 

2.3 Inappropriate segregation of duties for program development and changes (*) 

Observation 

There is not appropriate segregation of duties for program changes and program development or an 
independent review.   

Implication 

Inappropriate changes in programmes which can result in errors. 
 
 
 
 
_____________________ 
(*) Prior year recommendation 
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Recommendation 
 
The IT department should consider appointing another developer to create appropriate segregation of duties 
or review the allocation of responsibilities to allow an independent review. 
 
Priority : level 1 

Management response 

A new developer started at SPC Suva on 1 December 2008. Contingent on resource availability, plans are in 
place to recruit another developer to be based at headquarters. 

Progress update: 

With Regional Institutional Framework (RIF) support funding received from AusAid, a second developer is 
being recruited for Noumea. This will allow the required segregation of duties. 

2.4 Inappropriate succession planning for key employees in the IT department (*) 

Observation 

There is no appropriate succession planning for key employees in the IT department. 

Implication 

Dependency on key employees creates the risk of a knowledge drain, when they leave the organisation. 

Recommendation 

It is recommended to review the structure of the IT department and consider the succession planning in 
place. 

Priority : level 1 

Management response 

Agreed, noting the constraint of limited tenure of employment in regional organisations. 

Progress update: 

The recruitment of the second developer in Noumea will ensure that at least one other person is familiar 
with the work of each staff member. For Suva the IT staffing situation will be reviewed after the integration 
of IT staff from SOPAC and SPBEA. 

2,5 Installation of non-corporate software on computers (*) 

Observation 

Users are administrators on their own workstations; it is therefore possible for users to install non-corporate 
software to their workstations by using a CD-Rom/USB-sticks or the internet. The IT department has no tool 
to control these installs. Users are not always aware of the danger of this. 
 
 
 
______________________ 
(*) Prior year recommendation 
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Implication 

The risk involved is that the integrity and availability of the data within the automated systems cannot be 
assured. This can also unfavourably affect the performance of the network and increase the risk of facing a 
penalty for running illegal software. 

Recommendation 

The IT department should consider removing the administrator rights of users on their workstations; this 
functionality should be limited to the IT department. 

Priority : level 3 

Management response 

This recommendation has both policy and service delivery implications which will be further analysed by the 
Secretariat. It is more appropriate to consider applying this recommendation to selected workstations, 
including those of the Finance Section, Administration, most programme support sections (i.e. Translation 
Section, Publications Section, and Library) and all project assistants. 

As a first step we hope to commence work in the second half of 2009 on limiting access to corporate 
software (i.e. payroll, finance, human resources systems, etc.) installed on any machine to certified users 
only. 

Progress update: 

Work on limiting access to key corporate software has commenced with corporate services covered by end 
of 2010. All new PCs and laptops have restrictions, and restrictions will be placed on other PCs and laptops 
over time. 
 
3 Revenue and receivable cycle 

3.1 Project management fees reconciliation (*) 

Observation 

During our interim audit, we asked for the last document reflecting the management fees reconciliation. This 
was not available as the person in charge was on annual leave. The final project management fees 
reconciliation for the year ended 31 December 2009, was completed in early April 2010. This is supposed to 
be one of the key controls for management to ensure the completeness of revenues. 

Implication 

The delay in reconciling this account can result in under or overstatements of project management fees in the 
extra-budgetary projects, which cannot be backdated. This may even result in loss of income for SPC 
Corporate where projects have been finalised and closed. 

Recommendation 

Even if we note the reconciliation was available earlier than last year, it is recommended to reconcile the 
project management fee account on a timely basis, for example on a 3 or 6 months basis, to ensure the 
accuracy and completeness of revenue. A back-up should be organized when the person in charge is 
unavailable. 
 
_________________________ 
(*) Prior year recommendation 
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Priority : level 2 

Management response 

The recommendation is accepted. Periodic reconciliations will be performed on a six-month cycle. A back-
up person will be in place later in the year with the filling of a vacant position in finance in Noumea.  

4 Treasury cycle 

4.1 Review of the bank reconciliations 

Observation 

The Bank reconciliations were reviewed by the Deputy FM, but not always signed as proof of review. It was 
also noted that the bank reconciliations are not reviewed when the Deputy FM is on annual leave. The 
observation also concerns petty cash reconciliation. 

Implication 
 
The Senior General Ledger clerk has the ability to process cashbook transactions and is responsible for the 
bank reconciliation, which already creates an opportunity for manipulation of the records. Petty cash 
monitoring is a sensitive concern. The independent review by the deputy finance manager will mitigate the 
risk, but because there is no proof of review it is uncertain if this review occurs monthly.  

Recommendation 

The bank reconciliation and the petty cash reconciliations should be reviewed on a timely basis and signed 
as proof of review.  In particular, when the person in charge is on annual leave, the review role has to be 
officially delegated. 

Priority : level 1 

Management response 

The recommendation is accepted. Bank reconciliations are reviewed on a monthly basis. However, in the 
instance noted where the reconciliation was not reviewed for one month, there is a compensating control as 
part of the review performed the next month. This requires checking reconciled items from the previous 
month that have not been reviewed.  

Duties have been segregated so that cash book postings are not performed by the same person who does 
bank reconciliations. Petty cash records and supporting documentation are reviewed by the financial 
accountant at the time of replenishment of petty cash. 

4.2 Segregation of duties 

Observation 

When the cashier is on leave, her profile is delegated to someone else. As a result, this person, who can 
create/modify suppliers file, can also post an invoice and create a payment.  

Implication 
 
Inappropriate segregation of duties creates a risk of issuing unauthorized payments and incurring financial 
loss. 
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Recommendation 

The cashier profile should be given to another person, or if ensuring an appropriate segregation of duties is 
not possible during annual leave, a review of transactions treated by the person(s) who can override 
segregation of duties should be implemented. 

Priority : level 1 

Management response 

The cashier profile does not permit the creation or modification of supplier files, which is limited to 
designated staff whose duties do not relate to payments. In 2009 whilst the Cashier was on leave, her tasks, 
rather than her system profile, were delegated amongst other staff. 

5 Payroll cycle 

5.1 Segregation of duties over payroll banking details (Nouméa) 

Observation 
 
During our audit, we understood that the payroll manager had exclusive access to banking details of 
employees up to October 2008. The payroll manager can process any banking details in the system and also 
modify the details. Records and banking details from former employees are also kept into the system. 

Implication 
 
Inappropriate segregation of duties creates a risk of financial loss. 

Recommendation 

We recommend as a best practice, and to ensure appropriate segregation of duties that a finance official 
processes bank details on the system and that the payroll manager extracts a monthly report which would 
display "active accounts" currently being used. This report should be matched with an updated list of the 
current staff provided by human resources, compared with the previous month, and reviewed by the 
financial manager. 

Priority : level 2 

Management response 

This recommendation is accepted. This issue will also be brought up with IT to restrict access to allow only 
human resource staff to change bank account details. 

5.2 Gross salary modifications 

Observation 
 
The payroll manager only can modify the amount of the gross salary by modifying the staff position in the 
HRB software. Still, two other persons in Finance have access to this software. No history of modifications 
is kept into the system. 

Implication 
 
Modifying the gross salaries without any control can result in a fraud risk. 
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Recommendation 

The payroll report is controlled every month by the Finance Manager or the Financial Accountant. This 
review consists in controlling all the variations of the variable parts of the salaries, but the gross salaries 
variations are not analyzed. We recommend you to do a comparative of the gross salaries each month during 
your control of the payroll report, for example by including a column "salary last month" or by including a 
comparative of the variations of the staff positions between two months. An exception report on gross salary 
substantial variations could also be developed. 

Priority : level 2 

Management response 

The recommendation is accepted. IT will be approached to develop a monthly exception report.  

5.3 Extra-budgetary payroll accruals 

Observation 
 
In prior year, in order to present completely the employees accrued benefits including the benefits owing to 
employees assigned to the extra-budgetary funds, a specific suspense account was created to record those 
accrued benefits that have not been charged to the various projects as most of the projects costs are recorded 
on a cash basis. This treatment should be considered as a transitional treatment only, the objective being to 
book full employment costs in the projects on the basis of time worked. 

Implication 

The accounting principles used within the SPC to charge employees’ costs are not consistent.  

Recommendation 

Project donors should be approached to consider accepting accrued payroll benefits for the period to be 
reported as expenditures for the period.  

Priority : level 1 

Management response 

Benefits liabilities will be reviewed and monitored over the next two years, and measures will be taken such 
as increasing provisions progressively to align liabilities closer to actual balances. 

6 General 

6.1 Consolidation (*) 

Observation 

The consolidation is currently performed in Excel. This increases the manual intervention required and 
probability of errors. 
 
 
 
 
 
_________________________ 
(*) Prior year recommendation 
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Implication 

The automation of the consolidation process will ensure minimal manual intervention and secure 
information for future periods. With the addition of more branches in 2009 and mergers in 2010 the 
automation will also ease the workload of the finance department. Additionally consideration should be 
given to the update and communication of the financial manual to the new branches and mergers. The aim 
was to use the consolidation functionality of Navision for December 2009, but it has not been implemented 
yet. 

Recommendation 

Navision has the ability to automate consolidations between different companies in the system. It is 
recommended to use this system functionality 

Priority : level 3 

Management response 

Consolidation of accounts is meaningful once the work on the harmonisation of the account coding structure 
and practices across the different locations has been completed. The automated consolidation process will 
be investigated further. 
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