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Brief outline of the report:

The matters raised in this report are only those which have come to our attention: arising from or relevant to our
audit that we believe need to be brought to vour attention.

They are not a comprehensive record of all the matters arising, and in particular we cannot be held responsible
for not reporting all risks or all internal control weaknesses. This report has been prepared solely for the use of
the Secretariat of the Pacific Community - Fiji and should net be quoted in whole or in part without our prior
written consent,

No responsibility to any third party is accepted as the report has not been prepared for, and is not intended for,
any other purpose




1. GENERAL ISSUES

1.1 Significant delays in submission of critical reports / information for the purpose of the audit

Ohrse et ion

Ireppeliction

Recommendaiion

eyl
SRR eIl

Risk Rating: Moderate |

During the audit, there were delays in the submission of information
requested for our andits and this incladed and is not Hosited to the
fallowing:

Finad triaf balance and reportivg pack for SPC Suw
Inrvestment sohedse;

Bank audit confirmmutions;

Stutert fee income and bark statements from BEQAP; and
other supporting documents a8 per our chent assistinee
patkage

F

*

We note thiat o Client Assistance Package {CAP) was salinitted to SPC
an 3 February zoig which is well in advance of the sgreed thoetable
for amdit being in April. Despite being given ample time, we noie that
we Fad to constantly keep reminding staff for information that wag
reguested in Febroary,

Pruring the vourse of the audit, there were also numoeraus ontstanding
lists and reminders send o management and sl Wiklst some
information was provided in a prompt manner, others remabe to e
provided tilf date,

With the tight deadlines imposed by the Gronp anditors, deliverables
sueh as the trial balance and reporting package weed to be conpleted
on time and ready for the external awdit, Managemert needs to be
ivolved in this process and take ownership of these,

Sigrificant delavs in the
awdit which results
delays i clearance Lo
Noumes,

We  recommend  that
management become more
strivgent i ensuring that
critival information is ceady

befors the audit
commences.  Managomoent

aisa needs to drive the audit
and ensare that staff is
responding to the auditors
request for information,

The recommendation is nofed. A |
detaibed g month annzal account |
phan for FY 2015 & being pat in |
plaee to enalde the Finanee team
to mest the new andit for FY 2016,

The key contributing factor to the
delays was the unplanned HU
yrefect audits of the FACT, IACT,
North Rep and Disaster redueiion
projects which ran simultanecusly
with the enrporate andit. Most of
these projects covered 7 vears of
audit (2008 - 2014} and with the
{imited rescurces; this wis always
going to be 2 challenge.

Furthermore, the PWC Siva aumdit

| temms was new and had to

familinrise themgelves with all
SPC podicies and processes aund
conduetad a very detafed andi |
which would require more than
the allocated time, We have also
faced simiar Issnes with project
sudits conducted by PWC Sova
which are being delayed. |




The comments ftom management
s noted and 0w response if as
follows:

Of the four staff agsigned on
the andit, two whe were
serriors have heen nvolved in
the audit of the Secretariat in
PrioT years;

the extent to which we
performed the audit is in Hpe
with global Pwl methodology.
There are areas eaeh year
where we may choose io do
more or less audit work
depending on the risks and the
immzes; and |
delays in finalisation of project
andits were a8 a result of
imcorrect accounting policies
adupred which were not in line
with  donmor  agreements,
transactions ot appropriately
recorded (which led o audit |
adjustments) and inconsistent
explanations  provided by
project accountanis o justify
n-cligible expenditore,




2, CASH MANAGEMENT

2.1 Unused cheque not caneellcd

Bogilication

Ohsarvadinn

Hecomienoadion

Mavegemen!

" During our roview of cut-offs, we noted that cheque mumber 44010 | Possible  misappropriation
which hat not been nsed s a result of an oversight by the staff was not | of cash.
cancelled. The cheque was nof pre-signed.

Camments
Risk Rating: Moderate

['We  recommend
managemeant  perform A
sequence  review  of  the

cheques. Also, in cases such |

38 these, the chegues shovdd
be  caneelled  and  fled
properly  to maintain the
andit  irail, Al upused
cheques  showld  be  safely
Forkedd

that |

The recommendation i3 |
accepted. At the closure of
the SPC office at year end,
checks are et aside for any
emergeney payments during
the break. Al checks are
kept under lack and Key,




3. OPERATING EXPENSES
3. Withholding tex not deducted

(hacriration

e Fiediiner

Reeomimendintion

Cinonenis

withholding tax fnon-resident) wes not deducted for contraeted services,
Whilst SPC is exesnpt, its suppliers may not exempt trom loea taxation,
Refer to Annex A for ingtances noted.

faxation laws.

"We  recommend  that

management ensure
provisional tax/ withholding
tax 8 deducted where
apphcable.

Risk Rating: Moderate |
15% provisional tax is being
deducted  for  all  loeal
service contracts where 2
valid certificate of
exemption is not made
available to 8PC. However,
withholding tax for overseas
payments are not deducted
doe o 8PC tax  exempt
status.




4 MANUAL JOURNALS

4.1 Controls surrounding manual journals

{dhaervnlion

fplicution

Recom e fidalion

Marainerenf
{emrments

Risk Haoting: High

During owr review of 2 sample of manval journals, the following was

noted:

2

W note that some journals were migsed without the manaal jourmal
forms attached to the journal voucher, We alse noted instances
wherehy journals were rofsed in the systens, printed and
subsaquently antherised, though there were alse instances where
journils were not duly autherised. The journals are required to be
prepared and approved by the Finance Manager, Approval should
be sought prioeto it belng rafsed in the syater.

{nadequate or no supporting documents attached,

Withont the journal
vonchers, it haeoines
difficult to know what the
journal entey s for as there
is ne narration o refer to,
Alsgo, not having the journal
entrigs  znthorised  and
reviewed could vesult in
uRinientional and
intentional errovs not being
prevented or detected.

Wa revommend that
manggement ensure Journal
vouchers are uged for every
manual  entry passed  with
adegiate supperting
docirments. Akso, the journals
showld be approved prier to
and  seviewed  after  Debng
passed hn the svstem 50 as to
ensure that there are no
vnauthorised entries,

The recommendation i
noted.  Previously, journals
were  manually prepared.
Howewver the NAVISION
fnancial system allpws for
journals  to  bhe  raised
shectronivally thiuss
elminating the need for |
manual jovrnals. Low value
journals such as hank foss |
are suthorized by assistant |
avcountanty to enable
efficient monthly provessing |




5 TREASURY

5.1 Bank Reconciliction

CHhservatiion

feagelicatian

Rocenmimendation

Mutigeaiens
CLHanieies

Risk Rofing: High

ﬂzri_ng our review of the bavk reconciliations we noted fhat the Erm_rs such as incarra_ct
preparation and review dates were not noted on the reconciliations to  postings [/ IJW*!I"‘S_ will
evidence timeliness of the process. We further observed that some bank  not be detected on a timely

ceconeiliations were not signed-off by both the preparer and reviewer,

basiz and brought to the
attention of management.

We recommend that |

management  ensure  bank
recongiliations are prepared
and reviewed in a fimely
manner. This will ensure that
there is proper monitoring of
the bank account and also
will detect amy errors in a
timely manner.

The recommendation s
acvepted.  Reconciliations
are performed monthly.




5.2 nconsistent application of conversion rate

hsereating feppliedtin Kegomeendation B

Cesantineeaid s

Risk Rating: Low
We noted that some foreign bank accounts were converted at year end | This implies that there s an | We  recommend that a | The recommendation is
using the average of fmard TT and Chegues & T¢ rates whilst others are | fnconsistency in exchange | consistent exchange rate be | accepted.  While  the
converted using the Inward TT rate. | vate being used. uzed when preparing the | difference between the two
bank reconciliations, rates ia very misimsl, The
average of Inward 17 and
| chegues 15 used to book
foreign currency badances in

3P{ baoks,




6, PROPERTY, PIANT AND EQUIPMENT

6.1 Fully depreciated assets still being used

kot o

Hmpdivalion

Recommendaiinn

Mo g

Ecntmenis

Risk Rating: Modcrate

Audit noted 5,404 out of 7,716 asgets which are stifl in use and in good
working condition but have nil written down values. The depreciation
rates currently in use may not reflect the vseful Ufe of the assets nofed
for computers and furnituce and effects.

Valug of the assct
incerrectly reflectad in the
trial balanee.

We recommend that
management consider a
review of the depreciation
rates of the assets to properly
;’_t;ﬁect #s  economic/useiul
ife

The recommendation is |

aoted.  Management

will

review the assets with nil
values to aseeriain if there
is sufficient justification to

chatige the
deprecistion rates.

assets




6.2 Physical asset verification

isernation

Frpfivation

Recommendalion

Mg eni

(it iaerds
Risk Rating: Moderate

During the asser physical verification procedures, we noted that the
assels were not nombered propetly in accordance to the fued assed
reglster and theve were certuin ussets not found at all,

| The assets in the regster
are not oasily identifiable

Jand B is difflenit te
physically  track  these
assels.

We recommend that a fxad |
asset verification exercise he |

carried out and the results be
used to update the FAR,

Where appropriate the assets
showld he tagged to facilitate
the identification of agsets

The recommendation  is
noted and will be factored
into the physical
verification  and  tagging
exercise carried out by the
Adwin section of OMD in
the 4% guarter of 2oy,
While the fixed asset
verification  exercise was
undertaken in 2014, low |
value ftems such as mobile
pheones, cameras ofe., may
not  have heen tapged,
However, they are
maintained in the FAR,

iz




6.3 Double posting of fixed asset

Risk Rating: Moderate

Asset Nt 1dqo46 - HD 5450 Plus Sean Station, was recorded twice. | Overstatement of assets and | We recommend that | The ebservation is atcepted,

Habilities and possibility of | management  enwsure  ajl | And the recommendation is
1t was initially recorded ot $45,000 when 2 deposit of 89,000 was paid, | double payment, postings to WNavigion are noted. This was an isolated
However, it was again recorded when the remairing balance of $36,000 accurate. | ease and reconciliation of

asset capitlizetion to GLis
- mow carried oul quarterly io
SUBULE ACCALRCY,

was paid.

This ferther indicates that creditors lsting are also oot reviewed,

i3




6.4 Lease agreements

Ofssepiiion

frnaplitodion

Hecunttrendation

Miaspenierd

Conrtenigi s
Risk Rating: Moderate

SPC is yet to renew the lease sgreement with Nands Pharmaey upon

expiry on 31 December 203,

SPC is eurvently paying rent based an the expired lease agreement,

' The shzence of an updated

eorrent  lease  agresment
would impose diffioulties on
SPC in cases where the
tesaor pursues legyl olaims
on them.

it iz revommended that the
tenney  agreements be
updated and signed hetwesn
the landlord and JPC te
formalise the rental details
and change in rental rates

| was due to the uneertain

The recommendation is‘
tioted. The landhrd has
been requested to protess
renewal of the tenaney |
agreament, however thig is |
¢l pending bevanse SPC |
had requested fir a short
term Jease exdension This

requirement for the office
space pending decision on |
the Pacifie Village. In line
with clause 5 {f) of the
agreement, # wias agreed |
that monthly nvoices will
be submitted by the lessor
and paymenis would be
made by 3PC.

id4



7. PROVISIONS AND ACCRUALS

7.4 Medical expense gecrual

Ohservidion

Kecommensafion

Managemend
Cerrrtdrierifs

“The medicat expense 15 recorded at 6% of base sahary. Premivins paid or | Risk  of

reimbursements are offget against the provision.

As ar year end, an over-provision of § 302,609 was not adjusted,

Risk Rating: Moderate

mraterial
misstatement in terws of
over/ nnder provision of
medical insnranee.

Wi recommend that
management record medical
mpenses  as and  when
payments are made relating

1 Insurgoue  premivms,
dental, optieal and
reimbursements.

| exploring

The observation that the
provigion is excessive 8
aceepted. We wonld like to
note however that there i
an element  of  self-
provisioning there also for
SmgrgEnoy medical
evacuations. The coverage
we have on our existng
policy for this is  very
minkmal. We are currently
options to
ineresse this coverage, {n
the meantime SPC will
comtinug to have 1o pay for
these types of costs directiy.

Forthermore, a review of
the % rate for provisioning
will likely take place after
we are satisfled that the
provisioning % in Suvs
adequately  ecovers  the
expanded medical coverage
of all Sova staff, This Suva
medical coverage review is
currently being undertaken
as part of the 20:6 bndget
PrOCESS,

£




8, ANNUAL LEAVE

8.1 Provision for annual feave

Implication

{ihservafion

Rreeommoendation

Management
Conmunents

Risk Rating: Moderate

| Misstatement of provision

for aanual Jeave and
SPC maintains ity leave on HR Online system. There is no resonciliation | grnual lenve CRPENSEs.
between the balanee for annual leave per GL and HE Online system.

The annual leave provision was made based on 6% of gross salary.

it waz further noted that HR Online system was not npdated for leave
taken in Pecember 2014, This was subsequently npdated in Jannary 2015,
We understand that the systemm is not able to generate the details for the
same, |

We understand at year end that the GL was overstated by $416387
without adiustment for leave taken in December,

We recommend that apnust
Feave provision be based on
the HRE Onpline  system
halances.

Alse, we recommend that
management  ensure a
reconciliation of leave as at
4t December is maintained
by the HR department. This
reconciliation  shouwid  be
supperted with the details in
the HR Online gystem.

The HR online system only
provides  leave balunees
which is only a component
of the apnual provision.
The provision also indades
ensts such a4 home leave,
per diem, airfares, and child
visitation efe. Considering
the total balance of 5.8m,
416k is only 7% of the total,
We pay materkity leave
eosts also from provisions
although it is  mnot
specifically provided for. B
iz difficelt to estimate this
cost at year-end.
Furthermore, during the
vear any gratufty paid for
terminated staff contracts is
also charged to provisions.
The balance i slse not
accumulating from year to
year, as we had a similar
“pverprovigien” in 2o1;.




9. ACQUITTALS AND SUB-RECIPIENTS

9.1 Ineomplete supporting documents

Obsecoution fipsfieedion Kaemmmendid josn B TN

Lo iy

Risk Rating: Moderate |

B was noted that the acguittal vouthers maised by the Geoscience  Incroased risk of | We recommend that | The veesmmendation s
department did not have complete/ adequate supporting documents sueh  misappropriation of funds | menagement  emsure  all | noted. However, the project
a8 invelces, reveipts, contract, ste. which may result in |supporting decuments in  in Question  hes  been |

ineligible expenditures. relation o acquittals are | audited by EY with an

obtained  from  the sub- | ungualified audit opindon.
recipients and that thess are | The acquittals are based on

all attached to the acguittal  expenditure TepOS

caloulation form, submitted by the esuntries
while supporting
documents are held with
the countries.

17




10. ACCOUNTS RECEIVARLE

10.1 Un-identified deposits

Risk Rating: Moderate

We noted that there were ingtances where credit balances were allocated | This impiies that certain
inte an sceount known as “Un-identified Deposits”. These deposits relate | inveices in the detailed
et momies recedved bat due to limited details on payment given by the | aecounts receivable
banks and the respective schools, BQAP could not; with certainty allocate Histings have been paid
these receipty to the inveices raised. aceordingly, but due te
| limited  defalls paymoents
received could have been

: ineorrectly allocated.

| are to be

| studerts to provide details

The recommendation s
nofed.  The un-identified
deposits account is held 1o
ensure that montily bank
reconciliation processes are

We recommend that
management ensure thet all
deposits / monies received
allocated
accordingly. This ¢euld be
done by advising schools to | mot held back.  There are
provide comprehensive | instances  when  stadents
details on payments that are | deposit payments witheut
wrade or asking them if bulk | proper narcation or hanks
payment could be made to | do mot  record  proper
settde the invoice, and for| natrations to the deposit

and  these oases  are
ungvaidable.  The EQAP
Finanes fomm carries out
year-end reconcilistions to
match unidentified deposits
with the actual number of
| srudents whe sit for

stich as sehool, and level,




14, EDUCATION ALLOWANCE

11.1 Allowance paid above staff Hmit

farpficniinn

CHiserimidian

Hecowmniendaiion

Yot titeni
Cerezrantetnnfs

Risk Rating: Moderate

The education allowance for Rupeni Mario was paid in excess of his Emit. | {nadequate  toview  of
SPC wag not aware of this until gueried by anditors, education allowanves
| retmbursements  where
| 8P could stand to lose

| funds.

We recommend that persons
preparing pavment vouchers
duly scrutinize the detaile of
the reimbursement and
engure, were applicable, that
they Haise with other
departments  within  SPC
hefore a payment is made.

This recommendation is
accepted. This was  an
isolated  imeident  and
deduction of the exvess hag
been made from the siaff
conterned.

s



12, STAFF CAR LOAN

12.1 Loan details

Tinplication

Ohsernation

Kevinrneodation

Mutipenend
Conuineiits

Risk Rating: Moderate |

SPC provides meator vehivle loans to staff Part of SPC's practice is to | No evidence to support that
obtain third party d ts from to vabidate that the loan was taken for | vebicle purchased belongs
thie purchase of vehicles, ter svaff

During our review of staff car loans, we noted copies of the motor vehicle | SPCwill not beable o
third party policies for Petra Seeto and Tda Maka were not retained by 3PC | enforce the repayment of
in prder to validate the ownership of the vehicle purchased, loan from staffif it isdz}et .
Furthermore, there is no specific stipdlated timeframe in the contraet as to :’gi:lﬁziy stiputated in the
when Joan repayments cowmence ner any supporting docurments for delay |

in dednetions,

The following loans were faken in 2014 but repavment commenced in
2018

Requaamarnt
oy e
fhetp
12/0g9/2004 | April 2015

gofoyfaoy | April 2015
23/06/2014 | April 2015
23/05/2014 | April 2015 |

Piripraeisd
dite

Staff

1030-Shalvin Chand
o584-Fane Waga
0360-Ruby Awa
0831-Sanivalati Tubuna

We pESOmImend that |
management strengthen
controls over sef  motor
vehicke Joans.

The recommendation s |
accepted. This was an

oversight by staff concerned ]
gsince the loan deductions
are mmanually entered fnto
Pay global aystem for
deductions.  Qur IT tesm s
tooking into automating this
process. The loan interest |
comtpaent i= slso adinsted

for the 4 staff concernad,



18. XB DEBTORS

18.4 XE debtors — Geoscience Depariment {GSD)

fhsernation

freaeltivetinn

Hecommerntualion

Yhirsrgoeniend
Ceriprianctds
Risk Rating: Moderate

During our review of the X B Debtors balance, we noted that there was ne
supperting sehedules for G8D XB Debtors as follows:

Holance 1o be

Isaject
ol fedd,

Code Descrption

Reduce Vulnerability - B Envel. Multicountry Proj.

EI7 - Nutoral Disaster Padlity

Rehueleng Velnerability - £DFg C Envelops Froject

We understand that the abeve is a result of foreign eurrency exchanges and |

over expendibire of project funds. These balances will e recovered from
GSD pre-merger fands,

| Gver expenditure of funds

leads to non-recovernbitity

of these funds from
danors.

Foreign clrreney
tranghations are

eonsiderad to be ineligible
expenditures which way
lead to  sowcompliance
with Projeet Agresments,

\
|
\
\
|

We

recommend

that

management reconcile and
resolve XB debtor balances.

The revommendation is
soted.  The GSD Finance
feam is eurrently
reconciling all GSD project
XB debtors to clear the
project  deficity, This
exerelse s 1o be coaupleted
by October 2015,

21




Annex A

Dute External Document Numbhber Amanmit Payee

1 30 JANao ATTD 71794.60 | Unbversity of Melbourne

z piedf pang AUD1a g, 001 saarst | GHE Pty Lid

3 i odfe0ig | WBaol 14,5258 | NIWA Taihoro Wukursngl

4 /o 2014 FIlnafosoig E7,888.37 | CAR International

5 ah/ o6 an1g KIR Ellooa 60,104.55 | Johns B Hay & Associates Limited

a 27 oh 201l NREP14/0b.00% 433,:419.37 | Joh Gram-Harsen AFS

7 7 07 a0t {I8ng/o7.001 Garrazg | Digital Giohe

8 iafoBfemg | BiDugfoBoos b4,685.50 | Tautal Limited

4 pLYGE TR E] BIDug /0B 85,8497.45 | Bruce Chapman
10 5/0g 2014 NREPI4/00.003 Baogeq.0 | Hargshon Nannan Hydropower Development Co Lid
11 3/ 00 /2m FIDig/ a0.008 g6,047.43 | Platts MaGraw HH R il

12 hfoeia0g TSEL4/ 00 7858 21 | Nerense Ivahen

i3 1806/ 4014 NZTHg/ .0 4,544.85 | Ablas Professionals

14 18/09/ /2014 NZn4/ 09003 30,184.42 | Abas Professionals

i5 Bfogfzong | NZDr4/00.008 28,7560.59 | Atlas Professionals
6 B oufaote | NEDg /00008 yrosn.08 | Atlas Professionaly

1y wiooizei4 | Whoog 18,132.84 | MIWA Toihoro Nukurangt

t8 KITELER- ] FATAT TS TR 113 58,1608 | lan White

9 2E 152084 FATRi4/ 11005 540,759.33 | Hangzhou Narmen fydropower Development €o Lid
243 2B 7180014 NREP fig/ion2 560,838.5% | Marshally Energy Compary

“F vrf v faod KIR B /50.008 #d,245.44 | Tonnotly Environment




Externul Document Number Amount Payee

105,604,283 University of Sydney

| 2 | 12/11/2014 | 43493 | 81,738.76 | wolf Forstreuter |
Amnex C

1 14/ o4/z014 | WBoOE 28/03/2014 | 164278 NIWA Taihoro Nukurang

2 | od4/o4/e014 | FIDLg/og.004 19/03 2014 | Voois4 ReSenic LLC

3| wriorfzong | USDnafur.ont Yarious | Various Digital Globe

4| o8H0/2014 | 000286 Bf10/2014 | 1466 Hi§ Ships and Heavy Industries

g 28/11/2014 | NREP Fl4/11.002 24/10/2014 | MECPha-om/2/3/4 Marshalls Energy Company

& 10/12/2014 | Af14o0038 i 12fe014 | ooooozbz Future Forest Fifi Limited
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