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The Office of the Auditor-General — Republic of Fiji

The Office of the Auditor-General is established as an Independent Office by the Constitution of
the Republic of Fiji. Its roles and responsibilities include audit of the accounts of the Consolidated
Fund and Financial Statements of Government and Annual Appropriation Statement required to
be included in the Whole of Government annual report for a financial year under the Financial
Management Act 2004. The audit extends to audit of the accounts of all money received or held by
a State entity, whether or not for purposes of Government. These audits are carried out by the
Auditor-General on behalf of Parliament.

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

This report satisfies these requirements.

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

The Office of the Auditor-General notes the impact of its reports to Parliament on the ordinary
citizens and strives for accuracy and high-quality reporting including recommendations which are
not only value-adding to the entity subject to audit but its customers, taxpayers and the general
public as well.
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erm Definition
SEG Standard Expenditure Group
SLG Standard Liability Group
SPO Strategic Planning Office
TELS Tertiary Education Loans Scheme
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TSF Tuna Stabilisation Fund
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Report of the Auditor-General of the Republic of Fiji

1.0 SUMMARY

1.1 Introduction

All Ministries and Departments prepare annual agency financial statements. Permanent
Secretaries and management of these agencies are responsible for the preparation and fair
presentation of the financial statements in accordance with requirements of the Financial
Management Act (FMA) 2004 and other applicable laws and regulations. This responsibility
includes designing, implementing and maintaining internal controls relevant to the preparation of
financial statements that are free from material misstatement, whether due to fraud or error,
selecting appropriate accounting policies and making accounting estimates that are reasonable in
the circumstances.

The Permanent Secretary for Economy is responsible for consolidating the financial information of
all Ministries and Departments into the Financial Statements of Government (FSG). These financial
statements separately disclose expenditures against Appropriation Heads for sectors which
include General Administration, Social Services, Economic Services and Infrastructure Services.
Certain expenditures that cannot be allocated to any of these sectors are reflected as unallocable.
Unallocable expenditures include miscellaneous services, pensions, gratuities and compassionate
allowances and finance charges on public debt.

The accounts of other public entities’ have not been consolidated with those of government based
on the decision of the Ministry of Economy.

Budget sectors

¢ Office of the President, Office of the Prime Minister and Department of
Immigration, Office of the Attorney-General, Ministry of Economy, Ministry of
iTaukei Affairs, Ministry of Defence and National Security, Ministry of
General Employment, Productivity and Industrial Relations, Ministry of Foreign Affairs,
Administration Judiciary, Parliament, Office of the Director of Public Prosecutions, Ministry of
Sector Disaster Management and Meteorological Services, Ministry of Justice, Fiji
Corrections Service, Ministry of Communication, Ministry of Civil Service,
Ministry of Rural and Maritime Development, Republic of Fiji Military Forces,
Fiji Police Force and Peacekeeping Missions

e Ministry of Education, Heritage and Arts, Ministry of Health and Medical )

Social Services Services, Ministry of Housing and Community Development, Ministry of
Sector Women, Children and Poverty Alleviation, Ministry of Youth and Sports and
Higher Education Institutions Y,
N

. . ¢ Ministry of Agriculture, Ministry of Fisheries, Ministry of Forests, Ministry of
Economic Services Lands and Mineral Resources, Ministry of Industry, Trade and Tourism,

Sector Ministry of Sugar Industry, Ministry of Public Enterprise and Ministry of Local
Government

o Ministry of Infrastructure and Transport, Ministry of Waterways and Environment
and grants paid to Water Authority of Fiji and Fiji Roads Authority.

Infrastructure Sector

' Other public entities are entities other than Ministries and Departments
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2018 - 2019 Budget

Government expenditures were guided by the following objectives™:

e Ensure adequate funding is provided for infrastructure development to continue to upgrade
roads, bridges and jetties, and improve access to isolated regions;

e Improve access to quality education in Fiji through continuation of free education, hiring of
additional teachers, transportation assistance and funding support for tertiary education;

e Continue to improve health services in Fiji by hiring more qualified doctors & nurses, extending
access to private general practitioners, upgrading existing health facilities and supporting new
public-private partnerships (PPP) in the health sector;

e Ensure the entire country is provided with safe drinking water, consistent power supply and
effective sewerage disposal services;

e Continue support towards SME development, including the Youth Entrepreneurship Scheme,
in order to empower people to raise incomes with innovative business ideas;

e (Continue to fine tune social protection programmes so that they are well-targeted and
sensitive to the special needs of the poor, disabled, elderly and the disadvantaged;

e Promote land development for residential purposes, encourage home ownership through
funding support and explore options for securing feasible PPPs for housing developments;

e Expand the provision of legal services to all districts and towns in the country;

e Accelerate the implementation of new public sector reform initiatives in the civil service, SOEs
and public financial management;

e Set aside contingency resources for disaster rehabilitation & recovery and pursue risk-sharing
initiatives by providing house insurance, crop insurance, and bundled insurance packages;

e Allocate sufficient budgetary resources to progress the implementation of various
commitments related to climate change;

e Invest in Fiji’s primary industries as a strategy to reduce poverty, manage urban migration,
expand exports, create employment, promote food security and progress rural development;

* Ensure sufficient resources are allocated for Fiji’s hosting of the Asian Development Bank
(ADB) Annual Meeting in 2019;

e Ensure remuneration rewards for civil servants are based on productivity improvements and
improved service delivery;

* Maintain law & order and strengthen border security; and

e Promote investments in other priority sectors identified in Fiji’'s NDP and Green Growth
Framework.

The financial position and expenditure of Government against the approved budget, have been
considered against these contexts in this report.

1.2 Results of Our Audits

We issued 37 audit opinions which included one for the Financial Statements of Government and
36 for Agency Financial Statements of Ministries and Departments.

The details of the results of our audits are discussed in Chapter 3 and Appendix A.

> Economic and Fiscal Update Supplement to the 2018 — 2019 Budget
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Quality and Timeliness of Financial Statements
Financial Statements of Government

e A modified audit opinion with emphasis of matters and other matters was issued on 10 January
2022, which was after the legislative deadline of 30 April 2020.

e The Permanent Secretary for Economy signed the audited financial statements on 06 January
2022.

e Wereceived the first acceptable draft financial statements for audit on 30 April 2020 with other
amended draft financial statements received on 05/10/21, 25/10/21 and 19/11/21 respectively.

Ministries and Departments

e We issued unmodified opinions for 19 or 53% of the 36 agency financial statements compared
to 24 unmodified opinions issued in 2018 which reflects a slight decrease for 2019. The
remaining financial statements for 17 Ministries were issued with modified audit opinions.

e The submission of draft financial statements for 21 or 58% of Ministries/Departments were
timely while 15 or 42% were significantly late after the set deadline on 31 October 2019.
However, 26 or 72% of the draft financial statements were of good quality while 10 or 28%
required audit and accounting adjustments after submission for our audit.

e Comments on draft management letters for 22 or 61% of Ministries/Departments were received
on time and audited accounts for 24 or 67% of Ministries/Departments were signed and
returned on time.

Delayed submissions of draft financial statements contributed to delays in our audits. Delays were
also attributed to the following:

e Correction of errors and omissions on the draft financial statements submitted for audit;

e Various accounting adjustments passed;

e Delays in the submissions of management comments for issues raised in draft management
letters; and

e Documents required for audit were not provided on time.

1.3  Financial Performance, Position and Sustainability

Each year, the Permanent Secretary for Economy prepares the Financial Statements of
Government and the Annual Appropriation Statement in accordance with the provisions of the
FMA 2004, Financial Instructions (FI) 2010 and Cash Basis International Public Sector Accounting
Standards (IPSAS) 2017.

These statements provide a consolidated view of the revenues, expenses, assets and liabilities and
cash flows of State agencies excluding controlled entities. The statements also reflect actual
expenditure against approved and revised budget by sectors and appropriation heads and revenue
collected by economic type.

Report on 2018- 2019 Financial Statements of Government & Annual Appropriation Statement
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Financial Snapshot

The key financial statement items namely expenditure, revenue, cash and cash equivalents, term
loans receivables, investments, trust fund accounts, term loans payable and equity are explained
below.

Understanding Financial Performance (Statement of Revenue and Expenses)
Table 1.1 provides a snapshot of revenue and expenses for 2019 in comparison to 2018.
Table 1.1: Revenue and Expenses Snapshot

31/07/19 31/07/18

Description Increase/

(Decrease)

Direct Taxes 754,429,587 825,724,215 (71,294,628)
Indirect Taxes 2,065,348,735 2,005,911,627 59,437,108
Fees, Fines and Charges 133,087,675 142,973,799 (9,886,124)
Operating Revenue Sales 467 1,630 (1,163)
Other Receipts 43,079,519 34,401,166 8,678,353
Reimbursements and Recoveries 11,821,776 20,942,757 (9,120,981)
Grant Aid 41,985,862 49,461,174 (7,475,312)

Total Operating Revenue

3,049,753,621

3,079,416,368

(29,662,747)

Repayments of Term Loan 11,248,123 6,011,984 5,236,139
Receivable

Sale of Government Assets 5,163,696 1,397,889 3,765,807
Dividends from Investments 106,649,184 149,766,928 (43,117,744)
Interest from Bank Balances 1,444,002 1,862,994 (418,992)
Return of Surplus Capital from 6,354,140 5,961,851 392,289
Investment

Term Loan Receivable 18 21,618 (21,600)
Total Investing Revenue 130,859,163 165,023,264 (34,164,101)
Trade and Manufacturing 17,689,401 17,970,568 (281,167)

Operations

Prdq4 <4< PO PP 4 A QP> OO

Total 3,198,302,185 3,262,410,200 (64,108,015)
Operating Expenditure 715,445,797 694,944,558 20,501,239
Capital Expenditure 61,233,042 69,857,616 (8,624,574)
Total General Administration 776,678,839 764,802,174 11,876,665
Services

Operating Expenditure 987,416,987 890,476,411 96,940,576
Capital Expenditure 56,157,618 60,590,711 (4,433,093)
Total Social Services 1,043,574,605 951,067,122 92,507,483
Operating Expenditure 122,816,611 125,986,292 (3,169,681)
Capital Expenditure 162,743,182 240,763,991 (78,020,809)
Total Economic Services 285,559,793 366,750,283 (81,190,490)
Operating Expenditure 171,277,256 173,973,322 (2, 696,066)
Capital Expenditure 620,356,667 589,335,161 31,021,506
Total Infrastructure Services 791,633,923 763,308,483 28,325,440
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Description 31/07/19 31/07/18 Increase/
(Decrease)
3 $) $)
Operating Expenditure 70,518,319 107,932,560 | ¥ (37,414,241)
Capital Expenditure 232,639,405 421,337,810 | 'V (188,698,405)
Total Miscellaneous Services 303,157,724 529,270,370 | V¥ (226,112,646)
Pensions, Gratuities and 34,647,442 36,956,687 |V (2,309,245)
Compassionate Allowance
Value Added Tax 38,118,137 37,476,706 | A 641,431
Interest Payments on Loans 326,735,388 291,503,011 | A 35,232,377
Trading and Manufacturing 13,270,467 13,368,156 | ¥ (97,689)
Operations
Total Unallocable 412,771,434 379,304,560 @ A 33,466,874
Total Expenditure 3,613,376,318 3,754,502,992 V¥ (141,126,674)
Key Financial Ratio
Operating Margin?® . 1.45 152 V¥
A Increase from previous year VW Decrease from previous year

There was an overall decrease in revenue by $64.1 million or 2%, which was mostly driven by
decreases in direct taxes, fees, fines and charges, reimbursement & recoveries, grant aid and
dividends.

Expenditure for general administration, social services, infrastructure services and unallocable
services increased while expenditure for economic and miscellaneous services decreased,

resulting in an overall decrease of $ 141.1 million or 4% in 2019.

The net operating result with and without the inclusion of capital expenditures is shown in Figure
1.1 below.

Figure 1.1: Underlying Net Operating Result (Five Year Trend)

1000 890
800 869
808 718
600
» 400
5 340
= 200
1S
@ 0
-200 176 R :218
-400 -250 -492 415
-600
31/12/2015 31/07/2016 31/07/2017 31/07/2018 31/07/2019
(7 months)
—0-Net Operating Result with Capital Expenses Years
-0-Net Operating Result without Capital Expenses

Source: Financial Statements of Government for 2015 - 2019

3 Operating margin benchmark is > 1.0
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Net operating balance (with capital expenditure) remained in deficit in 2019 as in the last four
years. The net operating deficit decreased by 16% from $492 million in 2018 to $415 million in 2019.

With capital expenses excluded, Government’s net operating balance recorded a surplus of $718.1
million for 2019 (2018: $889.8 million).

Payroll Details

Established staff and government wage earners include full-time employees on contractual basis
and project officers employed for specific projects within Ministries/Departments. The
components of payroll expenditure included personal emoluments, superannuation contributions
(FNPF), various allowances and overtime payment. Payroll costs and the number of employees
from 2015 to 2019 are shown in Table 1.2 below.

Table 1.2: Payroll Details

2015

2016

I

months)

Established Staff

Actual Payroll Expenditure $781,720,316 | $458,175,830 | $800,546,116 $900,309,981 $957,057,437
Number of Employees 23,126 23,477 23,932 26,283 27,253
Average Cost per $33,803 $19,516 $33,451 $34,254 $35,118
employee

Government Wage

Earners

Actual Payroll Expenditure|  $45,089,205  $28,140,510 $53,462,154  $58,949,182 $59,914,459
Number of Employees 4,351 4,520 4,642 4,263 4,384
Average Cost per $10,363 $6,226 $11,517 $13,828 $13,667
employee

Overall Total

Actual Payroll Expenditure| $826,809,521 | $486,316,340 | $854,008,270 | $959,259,163 | $1,016,971,896
Number of Employees 27,477 27,997 28,574 30,546 31,637

Source: Number of employees were extracted from Payroll Reports of Government

The payroll expenditure has been steadily increasing from 2015 to 2019 with concurrent increases
in total number of employees. The notable decline in 2016 was due to the financial period being
only for 7 months. The total payroll expenditure in 2019 was over $1 billion for 31,637 employees.

The largest number of employees was recorded in 2019, an increase of 1,091 or 4% from 2018 with
the largest increase recorded for Social Services Sector. The overall average payroll cost per
employee in 2019 was $32,145 compared to $31,404 for 2018, an increase by 2%.

Figure 1.2 below shows the budgeted and actual established staff with government wage earners
and employee numbers from 2015 to 2019.
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Figure 1.2: Payroll Trends
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Understanding Financial Position (Statement of Assets and Liabilities)

Table 1.3 provides an overview of assets and liabilities for 2019 in comparison to 2018.

Table 1.3: Assets and Liabilities Snapshot

Description 31/07/19 31/07/18 Increase/

) 6) (Decrease)

$)

Cash and Cash Equivalents 344,074,924 286,653,731 | A 57,421,193
Accounts Receivable 203,068,335 153,553,750 Z 49,514,585
Prepayments 1,070,745 1,081,477 V¥ (10,732)
Inventory 1,783,814 3,129,786 V¥ (1,345,972)
Term-Loans Receivable 650,225,067 572,199,307 A 78,025,760
Equity Investments 1,313,895,388 1,335,906,060 v (22,010,672)
Total Assets 2,514,118,273 2,352,524,111 A 161,594,162
Liabilities
Accounts Payable 255,275,450 164,938,055 | A 90,337,395
Deferred Income 7,284,678 6,061,580 A 1,223,098
Trust Fund Account 205,478,333 197,701,126 A 7,777,207
Term Loans Payable - Treasury Bills 298,150,105 185,283,183 A 112,866,922
Term Loans Payable - Overseas Loans 1,455,397,778 1,455,292,843 | A 104,935
Term Loans Payable - Domestic Loans 3,971,911,144 3,576,152,161 | A 395,758,983
Total Liabilities 6,193,497,488 5585428948 A 908068540
Net Liability (3,679,379,215) (3,232,904,837) v (446,474,378)
Key Financial Ratios |
Current ratio* | 0.54 0.52

A Increase from previous year

4 Current ratio benchmark is > 1.0

WV Decrease from previous year
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Total assets increased by $161.6 million or 7% due to increases in cash and cash equivalents by $57.4
million, accounts receivable by $49.5 million and term loans receivable by $78.0 million. The major
increase in term loans receivable is due to the increase in financial assistance to students through
the Tertiary Education Loan Scheme.

Liabilities increased by $608.1 million or 10.9% due to increases in accounts payable by $90.3 million
and term loans payable by $508.7 million. The increase in term loan payable was due to the

increases in government borrowing, specifically through treasury bills and government bonds.

Total assets were $2.5 billion against total liabilities of $6.2 billion. The Government has yet to
record all its property, plant and equipment in the Statement of Financial Position.

Understanding Sustainability
Financial sustainability is defined as the ability of Government to maintain existing programs and
meet existing creditor requirements without increasing the burden on the economy. It is measured

by the ratio of Government debt to the Gross Domestic Product (GDP).

The total Government debt as a percentage of GDP is an indication of debt sustainability relative
to the production of goods and services.

Table 1.4 below shows the debt sustainability of Government for the last five years.

Table 1.4: Movement in Debt Sustainability to GDP

31/12/15 31/7/16 31/7/16 31/7/17 31/7/18 31/7/19
(7 Months) (7 Months)
Total Debt $4.2 billion $4.5 billion $4.5 billion $4.7 billion $5.2 billion $5.7 billion
GDP $9.2 billion $9.8 billion $9.8 billion $9.9 billion | $11.3 billion | $11.7 billion
Debt to GDP Ratio 46% 46% 46% 47% 46% 49%

Source: Financial Statements of Government 2015 - 2019

There is an increase in debt to GDP ratio which indicates that there is slightly more burden of debt
against the total production of goods and services by the Government.

Financial Flexibility

A good debt indicator is financial flexibility which shows the increase in financial resources or
revenue to respond to increasing financial commitments either by expanding revenue or
increasing the debt burden.

This indicator shows the percentage of total debt repayments against the total revenue for the
economy. A lower percentage of debt to be repaid from total revenue is a good indicator for
Government as this shows that a larger percentage of revenue is available to be used for other
Government programs.
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REPORT OF THE AUDITOR-GENERAL OF THE REPUBLIC OF FIJI

Table 1.5 and Figure 1.3 below shows the debt financial flexibility of Government for the last five

years.

Table 1.5: Movement in Debt Financial Flexibility

FY Ended

31/12/15

31/7/16

31/7/17

31/7/18

31/7/19

(7 Months)

Debt Repayment $1,286 million $433 million $664 million $674 million $1.1 billion
Revenue $2.8 billion $1.5 billion $2.9 billion $3.3 billion $3.2 billion
Debt Repayment to 46% 29% 23% 21% 34%
Revenue
Source: Financial Statements of Government 2015 - 2019
Figure 1.3: Movement in Debt Financial Flexibility
Movement in Debt Financial Flexibility
3,500 2244 3,198 50%
46% 45%
o 3,000 40%
@ 2,500 35%
2| 2,000 30%
é 1,501 25%
D 1,500 1,286 20%
IS 1,000 15%
>
2 433 10%
g 500 5%
— 0 0%
31/12/2015 31/12/2016 31/07/2017 31/07/2018 31/07/2019
(7 months) Years
mmmm Debt Repayment  mmmmi Revenue = Debt Repayment to Revenue

Financial Vulnerability

Financial vulnerability measures the total exposure of Government to exchange rates and other
market risks through its dependence on external borrowings. The lesser the proportion of total
external borrowings in comparison to total debt, the better it is for the Government.

Table 1.6 below shows the financial vulnerability measure of Government for the last five years.

Table 1.6: Movement in Financial Vulnerability Measure

FY Ended 31/12/15 31/7/16 31/7/17 31/7/18 31/7/19

(7 Months)

External Debt $1.2 billion $1.3 billion $1.4 billion $1.4 billion $1.4 billion
Total Debt $4.2 billion $4.5 billion $4.7 billion $5.2 billion $5.7 billion
External Debt to 29% 28% 29% 28% 25%
Total Debt

Source: Financial Statements of Government 2015 - 2019

Government has a debt mix of approximately 25% external borrowing against 75% domestic
borrowings.

Refer to Appendix B for other measures of financial vulnerability.
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1.4  Understanding Internal Controls

Good internal controls provide reasonable assurance that Ministries or Departments are achieving
their objectives relating to operations, reporting and compliance. We assess the controls used by
the Ministries/Departments using the following five key elements:

(i) Control environment - actions, attitudes and values that influence daily operations;

(ii) Risk assessment — processes for identifying, assessing and managing risk;

(iiif) Control activities — policies, procedures, and actions taken to prevent or detect errors;

(iv) Information and communication — systems to inform staff about control responsibilities; and
(v) Monitoring activities — oversight of internal controls for existence and effectiveness.

When we identify that internal controls in any of these elements are missing or are not operating
as intended, we refer to them as control deficiencies (audit finding). If we identify that a control
deficiency, either alone or in combination with other deficiencies, may lead to a material
misstatement in the entity’s financial statements, we refer to this as a significant audit finding.

If we identify a deficiency (audit finding) with any of these internal controls as part of our audits,
we report the finding to the entity’s management.

The internal controls for the Ministries and Departments were assessed and categorised as either
effective, generally effective or ineffective as follows:

Rating Internal control assessment

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

#* Ineffective Significant deficiencies identified in internal controls

Summary of control assessments across the whole of government and by Sectors are shown in
Table 1.7 below:

Table 1.7: Summary of Control Assessments

Sector No. of Ministries/Departments
Control Risk Control Information and Monitoring

Environment Assessment Activities Communication Activities

Control
(CE) (RA) (CA) ((®) (MA)

General Administration

Effective 5 3 6 13 4
Generally Effective 11 10 10 3 13
Ineffective 5 8 3 5 4
Social Services

Effective 1 1 1 2 1
Generally Effective 2 1 - 1 1
Ineffective 2 3 4 2 3
Economic Services

Effective 2 2 3 3 2
Generally Effective 5 4 2 3 4
Ineffective 1 2 3 2 2
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No. of Ministries/Departments
Control Risk Control Information and Monitoring

Environment Assessment Activities Communication Activities
Control
(®15)] (RA) (CA) (IC) (MA)

Infrastructure Services

Effective - - - 1 -
Generally Effective 2 - 2 1 1
Ineffective - 2 - - 1

It is noted that the internal controls for majority of Ministries and Departments are collectively
effective. Detailed discussions on assessment of internal controls and deficiencies noted have been
reported in the following respective sector reports and in Chapter 5 and Appendix C of this report:

2019 Audit Report on Economic Services Sector (Parliamentary Paper No. 24 of 2021)

2019 Audit Report on General Administration Sector (Parliamentary Paper No. 25 of 2021)
2019 Audit Report on Infrastructure Sector (Parliamentary Paper No. 26 of 2021)

2019 Audit Report on Social Services Sector (Parliamentary Paper No. 27 of 2021)
Remaining 2019 Audit Report on General Administration, Social Services and Economic
Services and Infrastructure Services Sectors (Parliamentary Paper No. 109 of 2021)

ViR

This report summarises our analysis of the financial position, performance, sustainability and
timeliness and quality of financial reporting of the whole of Government. The report also includes
the results of internal control assessments of respective Ministries and Departments.

It is important to note that the deficiencies detailed in this report were identified during our audit
and may have been subsequently resolved by the agency. These have been considered in this
report as they impacted the overall system of control of the Ministries and Departments as at 31
July 2019.

1.5 Reference to Comments

Responses provided by the Ministry of Economy have been incorporated in this report where
applicable. Responses from other Ministries and Departments have been incorporated in the
sector reports.

1.6  Report Structure

Chapter | Description

Chapter 1 Provides a summary of the report

Chapter 2 Provides context for audit findings and conclusions and types of audit
opinion

Chapter 3 Evaluates the audit opinion results, timeliness and guality of reporting

Chapter 4 Financial Statements of Government

Chapter 5 Assess the strength of internal controls in ministries & departments

Chapter 6 Discusses significant audit matters in the 2019 Financial Statements of
Government

Appendices Appendices containing Assessment, Audit Opinions and Glossary
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2.0 CONTEXT

2.1 Legislative Framework

The following legislation establishes the financial accountability frameworks and legislative time
frames to complete financial statements audits for Ministries and Department. Refer to Table 2.1
below.

Table 2.1: Legislative Framework

Entity Type Legislative Framework Legislative

Timeframe
Financial ~ Statements  of e Financial Management Act 2004 30™ April
Government e International Public Sector

Accounting  Standards  (IPSAS)
financial reporting under cash basis of
accounting

Ministries & Departments e Financial Management Act 2004 31st December
e Finance Instructions 2010

Financial Management Act 2004 (FMA 2004) states the following principles of responsible finance
management:

(a) to manage finance over a medium term on a responsible and transparent basis;
(b) to manage revenues and expenditure in such a way as to achieve prudent levels of debt;
(o) to ensure value for money in the use of money and resources;

(d) to manage contingent liabilities in a prudent manner; and
(e) to report transparently in accordance with relevant accounting and statistical standards.

The Minister for Economy is responsible for managing the financial affairs of the Government as a
whole in accordance with the requirements of the Constitution of Republic of Fiji and the FMA
2004 and with due regard to the principles of responsible financial management. In addition, the
Permanent Secretary of a Ministry/Department is responsible for managing the financial affairs of
the entity in accordance with the requirements of the FMA 2004 and with due regards to the
principles of responsible financial management.

2.2  Annual Financial Statements of Ministries and Departments

Each Ministry/Department must prepare the following statements as required by Section 71 (1) of
the Finance Instructions 2010 (FI 2010) as part of annual financial statements:

e Statement of receipts and expenditure;

e Profit and loss statement for each trading and manufacturing activity (where applicable);

e Appropriation statement;

e Statement of assets and liabilities for each trading and manufacturing activity (where
applicable);

e Notes to the statement of assets and liabilities for each trading and manufacturing activity
(where applicable);

e Statement of losses;
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e Trust account statement of receipts and payments (where applicable).

On 29 May 2019, the Permanent Secretary for Economy issued Circular No. 09/2019 - Closing of
Accounts, Processes & Procedures to all Ministries/Departments to submit the 2019 draft annual
financial statements to the Auditor-General by 31 October 2019.

Except for Trading and Manufacturing Accounts (TMA) which are accounted for on accrual basis,
Ministries/Departments prepare their financial statements using FMA 2004 and Fl 2010.

Ministries/Departments must prepare and make publicly available, for each financial year, an
annual report which must be tabled in Parliament by the responsible Minister. The annual report
must include the audited annual financial statements and audit report issued by the Auditor-
General for the financial year.

The audited financial statements are used by a broad range of users such as parliamentarians, non-
governmental organisations, donor agencies, employees, suppliers, lenders and the general public.

The Auditor-General’s audit opinion on these financial statements gives reasonable assurance to
the users whether the financial statements are accurate and can be relied upon.

2.3 Consolidation Process

The accounts of Ministries and Departments are consolidated with those of the Ministry of
Economy using International Public Sector Accounting Standards (IPSAS): Financial Reporting under
Cash Basis of Accounting reporting requirements, Cabinet Decision 277 of 2010 - Adoption of Cash
Basis IPSAS and disclosures made as required by FMA 2004. Additional statements are prepared in
accordance with modified cash basis of accounting. Consolidated financial statements include
State-agencies which are part of the national budget estimates and financials of those agencies
outside the budget, such as TMAs and Trust Fund Accounts, as required by law.

Intra-economic entity transactions, receipts and expenditures are eliminated during consolidation.

2.4 Role of the Auditor-General

The Constitution of the Republic of Fiji states that at least once in every year, the Auditor-General
shall inspect, audit and report to Parliament on -

(a) the public accounts of the State;
(b) the control of public money and public property of the State; and
(o) all transactions with or concerning the public money or public property of the State.

In the report, the Auditor-General must state whether, in his or her opinion -

(a) transactions with or concerning the public money or public property of the State have been
authorised by or pursuant to the Constitution or any written law; and

(b) expenditures have been applied for the purpose for it was authorised.

In addition to the above, the Auditor-General is responsible on behalf of Parliament, to audit -

(a) the accounts of the Consolidated Fund;
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(b) the Financial Statements of Government and the Annual Appropriation statement required to
be included in the Whole of Government Annual Report for a financial year under the FMA
2004; and

(c) the accounts/financial statements of all state entities required to be included in the annual
report for a financial year.

The Auditor-General must satisfy himself or herself that -

(a) the accounts have been faithfully and properly kept;

(b) expenditure has been properly authorised, properly applied and otherwise properly accounted
for:

(c) where applicable, all reasonable precautions have been taken to safeguard the collection of
public money and trust money and other money and that the laws, directions and/or
instructions relating to its collection have been duly observed;

(d) where applicable, expenditure of money appropriate by Parliament has been applied to the
purposes for which the money was appropriated; and

(e) provisions of the Constitution of the Republic of Fiji and of the FMA 2004, and of any other law
relating to money or property subject to his or her audit, have been complied with in all
material respects.

The Auditor-General may conduct audits in the manner considered appropriate but must ensure
that they are conducted in a competent manner having regard to assessment of effectiveness of
any relevant internal control system. The Auditor-General must carry out the audit in accordance
with the relevant provisions of the standards on auditing issued by the Fiji Institute of Accountants
or other relevant standards considered appropriate.

Following the completion of an audit, the Auditor-General must give an opinion on each set of
financial statements audited. In addition, a management letter should be issued to the responsible
authority for each entity audited.

The Auditor-General’s responsibility is to express an opinion on these financial statements based
on his or her audit in accordance with the International Standards on Auditing (ISA). The public
sector equivalent standard is International Standards for Supreme Audit Institutions (ISSAI). Those
standards require the Auditor-General to comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the figures and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment
including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal
controls relevant to the entity’s preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.
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2.5 Reporting to Parliament

At least once every year, the Auditor-General must report to Parliament on audits completed under
the Audit Act 1969. In addition, a report of the Auditor-General to Parliament about an audit must
be submitted to the Speaker to Parliament within 9 months after the financial year in which the
audit relates or within a longer period appointed by resolution of Parliament.

The Act also requires that the Auditor-General must report on other significant matters which the
Auditor-General wishes to bring to the attention of Parliament.

Other significant matters highlighted in this report, include control weaknesses which could cause
or is causing severe disruption to the process or on the ability of an auditee to achieve process
objectives and comply with relevant legislation.

It is likely that these issues may have an impact on the operations of the entities in future, if
necessary action is not taken to address them.

If any time in the opinion of the Auditor-General, serious irregularities have occurred in the receipt,
custody or expenditure of public moneys or in the receipt, custody, issue sale, transfer or delivery
of any stamps, securities, stores or other Government property or in the accounting for the same,
he or she shall bring the matter to the notice of the -

(@) Minister responsible for finance; and
(b) Responsible authority and the Minister of the entity subject to audit.

2.6 Types of Audit Opinion

In accordance with ISA, we express an unmodified opinion when the financial statements are
prepared in accordance with the International Public Sector Accounting Standards (IPSAS) under
the cash-basis of accounting and with relevant legislative requirements. This type of opinion
indicates that material misstatements, individually or in the aggregate, were not noted in our audit,
which would affect the financial statements of an agency.

Modified Opinions:

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

An adverse opinion is expressed when we, having obtained sufficient appropriate audit evidence,
conclude that misstatements, individually or in the aggregate, are both material and pervasive to
the financial statements.

We issue a Disclaimer of Opinion when we are unable to obtain sufficient appropriate audit
evidence on which to base the opinion, and we conclude that the possible effects on the financial
statements of undetected misstatements, if any, could be both material and pervasive.

We include an Emphasis of Matter and / or Other Matter paragraph in the audit report to highlight
an issue that will help the users better understand the financial statements.
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3.0 RESULTS OF OUR AUDITS - MINISTRIES & DEPARTMENTS

We audit the financial statements of Ministries and Departments to provide reasonable assurance
about whether the financial statements are free from material misstatements.

3.1  Key Findings and Audit Conclusion

We issued 36 audit opinions on the 2019 financial statements of Ministries and Departments out of
which 19 or 53% were unmodified opinions while 17 or 47% were modified opinions. This indicated
that 19 agency financial statements did not contain material misstatements.

Introduction

In addition to the Financial Statements of Government, each year, we also audit the financial
statements of Ministries and Departments to provide assurance on their reliability.

The Ministry of Economy advised all Ministries and Departments to provide the 2019 draft agency
financial statements to the Auditor-General by 31 October 2019. If an agency complies with the
monthly and quarterly reporting requirements set by the Fl 2010 throughout the year, it should be
able to prepare and present a high-quality financial statement in a timely manner.

We assessed the quality and timeliness of financial statements by considering:

e Year-end closing process — whether accounts were closed-off by the due date;

e Timeliness — whether completed 2019 draft financial statements were submitted for audit by
the agreed date;

e Quality - the extent of accounting and auditing adjustments made during the audit;

e Management comments - time taken (in days) by Ministries/Departments to submit
management comments on audit findings; and

e Signing of financial statements - time taken (in days) to submit signed audited financial
statements.

Our assessment criteria and the result for each Ministry/Department are included in Appendix C
and the summary of the whole of government assessments of timeliness and quality are shown in

Table 3.1 below.

Table 3.1: Summary of Timeliness and Quality Assessment

No. of Ministries/Departments
Compliance Quality of Timeliness | Timeliness of [ Timeliness

to Year-End Financial of Financial | Management of Signing

Process Statements Statement Comments of
Financial

Statements

Effective 12 24 12 16 20
Generally

Effective 17 2 9 6 4
Ineffective 7 10 15 14 12
Total 36 36 36 36 36
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It is noted that most Ministries/Departments were effective or generally effective in complying
with the year-end closing processes, quality of the financial statements and timeliness of signing
audited financial statements.

However, some Ministries/Departments were rated as ineffective as follows:

e untimely submission of draft financial statements - 42% of the 36 Ministries/Departments
e untimely submission of management comments - 39% of the 36 Ministries/Departments
e untimely signing of audited financial statements -33% of the 36 Ministries/Departments

Audit Opinion Results

Table 3.2 summarises the types of audit opinions issued on the 2018-2019 financial statements by
sectors.

Table 3.2: Audit Opinions Issued for FY 2018 - 2019

Sector Modified Unmodified
Opinion Opinion
Qualified

General Administration 7 14

Social Services 3 2

Economic Services 5 3

Infrastructure Services 2

Total 17 19

The summary and details of the agencies that fall under each sector and the opinion issued on the
financial statements have been reported in the four sector reports submitted to Parliament.

Modified Opinions

We issued modified opinions on 17 (47%) of the 36 financial statements of Ministries and
Departments.

The key reasons for the modified audit opinions, as discussed in Appendix D have been reported to
the management of the respective agencies and in the various sector reports to Parliament.

Refer to Table 3.3 for Ministries/Departments with modified audit opinion and the key areas.

Table 3.3: Key Areas for Modified Audit Opinion - Auditor’s Reports

\/New Key Area/emphasis of matter 4 Recurring Key Area/emphasis of matter
Key Areas for Modified Audit Opinion

Revenue Main Trust Expenditure Record TMA | Cash | Receivables
Fund Management
Account

v v v

Ministries/Departments

General Administration
Office of the Prime Minister and
Department of Immigration

Ministry of Employment, Productivity v v

and Industrials Relations

Ministry of Foreign Affairs v v v
Judiciary v

Ministry of Disaster Management and v v

Meteorological Office
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Ministries/Departments Key Areas for Modified Audit Opinion
Revenue Main Trust Expenditure Record TMA | Cash | Receivables
Fund Manage
Account

Republic of Fiji Military Forces v v v v v
Fiji Police v v v
Social Services
Ministry of Education, Heritage and v v v
Arts
Ministy of Health and Medical v v v v
Services
Ministry of Women, Children and v
Poverty Alleviation
Economic Services
Ministry of Agriculture v v v
Ministry of Fisheries v v v
Ministry of Forests v v v v v
Ministry of Lands and Mineral v v v v
Resources
Ministry of Sugar Industry v
Infrastructure Services
Ministry of Infrastructure and Transport v v v v v
Ministry of  Waterways and v v v v
Environment

Unmodified Opinions

We issued unmodified opinions on 19 or 53% of the 36 financial statements for Ministries and
Departments with emphasis of matters and other matters in a number of Auditor’s Reports.

Refer to Table 3.4 for Ministries/Departments with unmodified audit opinion and with emphasis of
matter/other matter.

Table 3.4: Ministries/Departments with Unmodified Audit Opinion
v Unmodified with emphasis of matter and/or other matter

Ministry/Department Emphasis of
Matter/Other Matters

. Office of the President

. Office of the Attorney General

. Ministry of Economy v

. Ministry of iTaukei Affairs
. Ministry of Defence and National Security v

. Parliament

. Office of the Director of Public Prosecutions

. Ministry of Justice

. Fiji Corrections Service

. Ministry of Communication

. Department of Information, Technology and Computing Services (ITC)
. Ministry of Civil Service

. Ministry of Rural and Maritime Development

. Peacekeeping Missions

. Ministry of Housing and Community Development

. Ministry of Youth and Sports

. Ministry of Industry, Trade and Tourism

. Ministry of Public Enterprise

. Ministry of Local Government v
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Common Key Findings
A total 236 common key findings were reported in the sector reports across the 36 Ministries and
Departments. The findings are categorised according to the account areas as shown in Figure 3.1

below.

Figure 3.1: Common Audit Findings across Ministries/Departments

Common Key Findings

Others s 10
Main Trust IS )3
Governance mmmm 7
Payroll meessssssssss———— )
Underline Accounts mEaES—————— 19
PPE m 1
Revenue meamessssssssssss—— )7
Expenditure mE 63
Board of Survey mm 3
FS mm 3
Trading & Manufacturing Account mEEEEEESS———— 16
Inventory s 8

Account Areas

Capital Projects maaeessssssssssssm—— 6
Records Management m—m 8

0 10 20 30 40 50 60 70
No.of Audit Findings

3.2  Quality of Draft Agency Financial Statements

We assessed the quality of financial statements by the extent of audit/accounting adjustments
made to draft financial statements throughout the audit which indicate the effectiveness of the
agency’s internal review processes to identify and correct errors before financial statements are
provided for audit. Refer to the table below for the rating.

# Effective No adjustments or resubmission of financial statements were required
Generally Adjustments on operating results/net assets were less than 1% (< 1%)
effective
#* |neffective e Adjustments on operating results/net assets were more than 1% (> 1%)
o Re-submissions of draft financial statements

Of the 36 Ministries and Departments, 26 or 72% submitted quality draft financial statements for
audit.

The quality of draft financial statements submitted by 10 Ministries and Departments were
considered unsatisfactory/ineffective. Refer to Figure 3.2 for details.
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Figure 3.2: Quality of Draft Financial Statements
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¢ Office of the President, Office of the Prime Minister, Oﬁicg\
the Attorney General, Ministry Defence and National Security,
Ministry of Employment, Productivity and Industrial Relations,
Ministry of Foreign Affairs, Judiciary, Parliament, Office of the
Director of Public Prosecutions, Ministry of Disaster
Management and Meteorological Services, Ministry of Justice,
'3341mi\ 4 Fiji Corrections Service, Department of Information and
Communications, Information, Technology & Computing
Ministry of Civil Service, Ministry of Rural and Maritime
Development, Republic of Fiji Military Forces, Fiji Police Force,
Peacekeeping Missions, Ministry of Youth and Sports, Ministry
of Agriculture, Ministry of Industry, Trade and Tourism, Ministy

of Sugar and Ministry of Public Enterprise

\

e Ministry of Infrastructure and Transport, Ministry of Local
Goverment

_/

Effective Generally Ineffective
effective

e Ministry of Economy, Ministry of iTaukei Affairs, Ministry of\
Education, Heritage and Arts, Ministry of Health and Medical
Services,Ministry of Women,Children and Poverty Alleviation,
Ministry of Fisheries, Ministry of Forests, Ministry of Lands
and Mineral Resources, Ministry of Housing and Ministry of
Waterways and Environment /

INEEFFECTIVE

3.3 Timeliness of Financial Reporting

To assess the timeliness of acceptable draft financial statements, we have compared the date the
draft financial statements were due according to the deadline stated in the Finance Instructions

2010 and the date it was received.

Rating Timeliness of draft financial statements assessment
# Effective Acceptable draft financial statements received before or on 15
October 2019
Generally effective Acceptable draft financial statements received on or before 31
October 2019
#* |neffective Acceptable draft financial statements received after 15 November
2019

15 or 42% of Ministries and Departments did not meet the due date for submission of draft financial

statements for audit.
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Refer to Table 3.5 below for details:

Table 3.5: Submission of Draft Financial Statements by 31 October 2019

Met the timeline
X Did not meet timeline

Ministry/Department Meeting

Timelines
General Administration
1. Office of the President
Office of the Prime Minister and Department of Immigration
Office of the Attorney General
Ministry of Economy

Ministry of iTaukei Affairs

Ministry of Defence and National Security

Ministry of Employment, Productivity and Industrial Relations
Ministry of Foreign Affairs

Judiciary

Parliament

O N VT AW N

=
@

11. Office of Director of Public Prosecution

12. Ministry of Disaster Management and Metrological Service
13. Ministry of Justice

14. Fiji Corrections Service
15. Department of Information and Communication

16. Department of Information, Technology and Computing
Services
17.  Ministry of Civil Service

18. Ministry of Rural and Maritime Development
19. Republic of Fiji Military Forces

20. Fiji Police Force

21. Peacekeeping Missions

Social Services

22. Ministry of Education, Heritage and Arts

23. Ministry of Health and Medical Services

24. Ministry of Housing and Community Development
25. Ministry of Women, Children and Poverty Alleviation
26. Ministry of Youth and Sports

Economic Services

27. Ministry of Agriculture

28. Ministry of Fisheries

29. Ministry of Forests

30. Ministry of Lands and Mineral Resources

31. Ministry of Industry, Trade and Tourism
32. Ministry of Sugar Industry
33. Ministry of Public Enterprises

34. Ministry of Local Government
Infrastructure Services

35. Ministry of Infrastructure and Transport
36. Ministry of Waterways and Environment
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3.4 Timeliness of provision of management comments and signing of
financial statements

To assess the timeliness of provision of management comments and signing of financial
statements, we have compared the date the draft management letter and audited financial
statements were issued to the entity and the date management comments and signed accounts
were received.

Rating Internal control assessment

Timeliness of Management Comments

# Effective Within 14 days from the issue of Draft Management Letter
Generally effective Within 21 days from the issue of Draft Management Letter

#* Ineffective After 21 days from the issue of Draft Management Letter

Timeliness of Signed Accounts Received

# Effective Within 5 days from the issue of Financial Statements for signing
Generally effective Within 15 days from the issue of Financial Statements for signing

# Ineffective After 15 days from the issue of Financial Statements for signing

Comments on draft management letters for 22 or 61% of Ministries/Departments were received on
time and audited accounts for 24 or 67% of Ministries/Departments were signed and also returned
on time. Refer to Appendix C for details.

3.5 Year-End Closing Process

A quality financial statements preparation process will reduce the risk of untimely, inaccurate and
unreliable financial reporting.

On 29 May 2019, the Permanent Secretary for Economy issued Circular No. 09/2019 to Permanent
Secretaries, Heads of Departments, High Commissioners and Ambassadors in Fiji Overseas
Missions in which procedures for closing of 2019 accounts and timelines were detailed.

The key focus areas in the Circular include:

e (ancellation of unprocessed purchase orders by 12 July 2019

e Retirement of imprests by 19 July 2019

e Processing of payments by 29 July 2019

e (learance of stale cheques by 5 August 2019

e (losing date for journal adjustments by 7 August 2019

e Processing of virements by 23 August 2019

e Completion of reconciliations by 29 August 2019

e Submission of arrears of revenue returns by 30 August 2019

e Annual Board of Survey on Drawings Account cheques by 30 August 2019
e (learance of Inter-departmental clearance accounts by 30 August 2019

When Ministries and Departments achieve the key focus areas by the due dates, they are more
likely to prepare accurate and timely draft financial statements for audit.
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There were 10 key focus areas in the 2019 closing of accounts which we have classified into either
effective, generally effective or ineffective as follows:

Year-end close process assessment

# Effective All 10 key processes completed by due date
Generally effective Five of 10 key processes completed within two weeks of due date
#* Ineffective Less than five of 10 key processes completed within two weeks of
due date

Of the 36 Ministries and Departments, twelve (12) completed all processes by the due dates
and seventeen (17) completed 5 of 10 key processes within 2 weeks of due dates and were
categorised as effective and generally effective, respectively. Seven (7) Ministries and
Departments were ineffective as they completed less than 5 of 10 key processes within two
weeks of the due date. Refer to Figure 3.3 below.

Figure 3.3: Compliance with Year-End Closing Processes

¢ Office of the President, Office of the Attorney General;
Ministry of Defence and National Security, Ministry of
Foreign Affairs, Parliament, Office of the Director of
Public Prosecution, Ministry of Justice, Fiji Corrections

Compliance to Year End Procedures (YE)

EFFECTIVE

Service, Department of Information and
18 Communication, Information, Technology & Computing
Services, Peacekeeping Missions, Ministry of Industry,
Trade and Tourism
16 \
o Office of the Prime Minister and Department of
14 Immigration, Ministry of Economy, Ministry of

Employment, Productivity and Industrial Relations,
Judiciary  Department,  Ministry of  Disaster
12 Management and Meteorological Services, Ministry of
Civil Service, Ministry of Rural and Martime
Development, Republic of Fiji Military Forces, Fiji
Police Forces, Ministry of Education, Hertiage and Arts,

10 Ministry of Youth and Sports, Ministry of Agriculture,
17 Ministry of Sugar, Ministry of Public Enterprise,

8 Ministry of Local Government and Ministry of
Infrastructure and Transport, Ministry of Waterways

and Environment
6 12 /

eMinistry of iTaukei Affairs, Ministry of Health and)
4 7 Medical Services, Ministry of Women, Children and
INEEFFECTIVE Poverty Alleviation, Ministry of Housing, Ministry of

Fisheries, Ministry of Forests, Ministry of Lands and
2 Mineral Resources. Y,

Effective Generally Ineffective
Effective
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Report of the Auditor-General of the Republic of Fiji

4.0 FINANCIAL STATEMENTS OF GOVERNMENT

4.1 Introduction

The Permanent Secretary for Economy prepares the consolidated financial statements of
Government annually. These financial statements are prepared in accordance with the Cash-basis
IPSAS reporting requirements and Cabinet Decision 277 of 2010. Additional disclosures are also
made in accordance with the requirements of FMA 2004. Some statements forming part of the
financial statements were drawn up using modified-cash basis balances from the FMIS general
ledger.

Consolidated Fund Reporting

The FMA 2004 requires that all public money is to be paid into the Consolidated Fund unless it is
required to be paid to another fund or retained by the authority receiving it by written law. Trust
money is not payable into the Consolidated Fund, except for payments made in error or not public
money and refunds of unclaimed money. Withdrawals can only be made from the Consolidated
Fund under an appropriation made by law.

This report covers the following transactions for the financial year:

e Operating revenue including taxes, dividend revenue from investments including those from
TMA operations;

e Expenditures incurred for unallocable items;

e Government borrowings and repayments;

e Government guarantees and other contingent liabilities; and

e Government assets and liabilities.

Consolidated Trust Account

FMA 2004 states that trust money is to be accounted for separately from public money and other
money and is to be kept in a separate bank account. Trust monies are to be utilised for purposes
related to the objectives of the trust and accounted for, banked, invested, reported and otherwise
controlled in accordance with Fl 2010.

This report covers the trust fund receipts and payments for the financial year.
Appropriation Statement

Expenditure of money appropriated by an Appropriation Act from the Consolidated Fund or any
other fund can be incurred only in accordance with the authorisation effected by the Appropriation
Act. Ministries and Departments specified in the Appropriation Act concerned are responsible for
its administration.

The Permanent Secretary for agencies may authorise the transfer or virement of any unspent
amount in an appropriation category administered by a Budget Sector agency other than for a
Constitutional body to another appropriation category within the head of appropriation.
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An appropriation made by an Annual Appropriation Act lapses at the end of the financial year to
which it relates except where the Minister has authorised the carry over to the following year of
all or part of the unused appropriation that relates to known liabilities as at a particular date, for
use in the following year, subject to such conditions as the Minister specifies in the authorisation.

The Minister may with the approval of Cabinet, authorise the redeployment of amounts
appropriated by the most recent Annual Appropriation Act for administration by the Ministry to
the heads of appropriation and appropriation categories to one or more Ministries and
Departments.

As per section 10 (1) of the Fl 2010, the Permanent Secretaries of the agencies may authorise the
transfer of budgeted funds as follows:

(a) out from SEG 1 or 2 (Established and Unestablished Staff) but shall not transfer funds into
SEG1o0r2;

(b) into and out of one or more of the following operating SEGs (SEGs 3, 4, 5, 6, or 7);

(c) from the operating SEGs (SEGs 1, 2, 3, 4, 5, 6, or 7) to the capital SEGs (SEGs 8, 9, or 10) but
not from capital to operating or from capital to capital; and

(d) virement within SEG 13 to meet the consequential VAT component of the virements in (a),
(b) and (c) above.

In addition, the Permanent Secretary for Economy may authorise the transfer of the following
budgeted funds in respect of all agencies:

(a) within each of SEGs 1 or 2 or from SEG 1into SEG 2 or vice versa;

(b) within each of capital expenditure SEGs (SEGs 8, 9, or 10) or from SEG 8 into either SEG 8§,
9, Or 10 or vice versa, as the case may be; and

(c) virement within SEG 13 to meet the consequential VAT component of the virements in (a)
and (b) above.

This report covers payments to Ministries and Departments through appropriation, redeployment
of funds, virements, expenditures incurred and unspent balances.

Quality of Financial Report

The quality of the Financial Statements of Government largely depends on the reliability of the
information provided to the Ministry of Economy by other Ministries and Departments.

4.2 Submission of Draft Financial Statements of Government

We received the first complete draft Financial Statements of Government for audit on 30 April
2020. Following this, amendments were made on additional disclosures and correction of errors
and omissions. Refer to Table 4.1 below for details.

Table 4.1: Various Submission of Draft Financial Statements of Government for Audit

Draft Financial Statements Date Received

First draft 30/04/20
Second draft 05/10/21
Third draft 25/10/21
Final draft 19/11/21
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4.3 Results of our Audits

The Permanent Secretary for Economy signed the 2018/2019 Financial Statements of Government
on 06 January 2022. A modified audit opinion with emphasis of matters and other matters on the
financial statements was issued after the legislative deadline of 30 April 2020.

Basis for Qualified Audit Opinion

Included in the Trust Fund Account balance of $205,478,333 in the Statement of Assets and
Liabilities (Schedule 3) is Consolidated Main Trust Fund of $164,604,625 (Note 33). Main Trust Fund
Account balances totalling $76,959,364 were not supported with detailed listing of claimants of
monies held in trust. As a result, | was not able to satisfy myself on the accuracy and completeness
of the component of Trust Fund Account balance of $76,959,364 as at 31 July 2019.

Emphasis of Matters

e Reflected in the Statement of Assets and Liabilities (Schedule 3) is cash and cash equivalent of
$344,074,924. A total unreconciled variance of $2,641,670 and $3,346,001 existed between the
balances in the FMIS general ledger, and bank statements of foreign bank accounts and the
bank confirmation for domestic cash, respectively. In addition, domestic cash balance of
$251,944 was not booked in the FMIS general ledger and therefore not accounted for in the
financial statements.

e Established Staff and Government Wage Earners Payroll expenditure in the Statement of Cash
Receipts and Payments (Schedule 1) amounted to $1,016,971,896. A total unreconciled variance
of $17,571,867 existed between the FMIS general ledger and the payroll reports of Ministries
and Departments. On 29 /09/21, the Ministry of Economy issued Circular 01/2021-2022 requiring
Ministries and Departments to reconcile and justify the variances between the payroll reports
and the FMIS general ledger balances.

e Reflected in the Statement of Revenue and Expenses (Schedule 4) is total revenue of
$3,198,302,185. A total unreconciled variance of $2,463,484 existed between the FMIS general
ledger and the revenue reports of Ministries and Departments.

e Reflected in the Statement of Revenue and Expenses (Schedule 4) is total expenditure of
$3,613,376,316. The Ministry of Education, Heritage and Arts, Ministry of Fisheries, Ministry of
Lands and Mineral Resources and the Ministry of Health and Medical Services were not able to
provide appropriate supporting documents including payments vouchers and journal vouchers
for payments totalling $15,172,129.

e The Trading and Manufacturing Accounts are operating on semi-accrual accounting basis
instead of full accrual accounting. Property, plant and equipment for TMA operations are not
disclosed in the Statement of Assets and Liabilities (Schedule 3) under Assets.

e Note 52 of the financial statements disclosed the novel Coronavirus (COVID-19) global
pandemic impact subsequent to 31 July 2019 and also describes a number of measures and
initiatives taken by the Government to ensure the safety of the population and to support the
economy and those affected. No adjustments have been made to the financial statements as
at 31 July 2019 for the financial implication, if any, that may be arising in future.
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Other Matters

e Internal controls were generally found to be weak for the Ministry of Disaster Management
and Meteorological Services, Republic of Fiji Military Forces, Ministry of Foreign Affairs,
Ministry of Agriculture, Ministry of Fisheries, Ministry of Forestry, Ministry of Lands and Mineral
Resources, Ministry of Infrastructure and Transport, Ministry of Education, Heritage and Arts,
Ministry of Health and Medical Services, Ministry of Civil Service, Fiji Police Force, Ministry of
Rural and Maritime Development, Ministry of Defence and National Security, Ministry of
Women, Children and Poverty Alleviation, Ministry of Housing and Community Development
and Ministry of Local Government. If internal control issues are not addressed promptly, these
can result in material misstatements and fraud, in the future.

The Ministry of Economy has put in place a process of preparing Reconciliation Compliance
Reports for Permanent Secretaries. The reports include both internal and external audit issues.

e There were various Ministries and Departments that did not have in place policies on risk
management.
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5.0 ASSESSMENT OF INTERNAL CONTROLS

5.1  Introduction

In this chapter, we detail our assessment of the strength of the internal controls designed,
implemented and maintained by the 36 Ministries and Departments to ensure reliable financial
reporting.

We assess financial controls using the guidelines provided in the International Standards on
Auditing/International Standards for Supreme Audit Institutions. We have noted the similarities of
the controls in these standards with that of the internal control framework of the Committee of
the Sponsoring Organisations of the Treadway Commission (COSO), which is widely recognised as
a benchmark for designing and evaluating internal controls.

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

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

Internal control issues arising during our audit were reported to the Permanent Secretary or Head
of Department of Ministries and Departments.

Summary of our internal control assessments for the 36 Ministries and Departments against each
element of internal controls is in Appendix C

5.2 Internal Control Framework

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

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

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

Internal controls are categorised against the following five components and assessed as either
effective, generally effective or ineffective as follows:
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Internal control assessment

#* Effective
# Generally effective
# Ineffective

No deficiencies identified in internal controls
Deficiencies identified in internal controls
Significant deficiencies identified in internal controls

Control Environment (CE)

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

Examples of issues which fall under this category are ethical breaches, gaps in internal controls or
controls are non-existent, individuals are not held accountable for breaches in control or the entities’

code of ethics, staff recruitment, training and professional development, performance assessment
and succession planning matters.

Figure 5.1: Categories of Control Environment
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« Office of the Attorney General, Ministry of Economy, Ministry
of iTaukei Affairs, Office of the Director of Public

EFFECTIVE Prosecution, Ministry of Disaster Managment and
Meteorological Services, Ministry of Youth and Sports,
Ministry of Industry, Trade and Tourism, Ministry of Public
Enterprise

—

*Ministry of Defence and National Security, Ministry o
Foreign Affais,Judiciary Department, Parliament Office,
Ministry of Justice, Fiji Corrections Service, Department of
Information and Communication, Information, Technology&
Computing Services, Ministry of Rural and Maritime
Development, Fiji Police Force, Peacekeeping Missions,
Ministry of Education, Heritage and Arts and Higher
Education Institutions, Ministry of Women, Children, and
Poverty Alleviation, Ministry of Fisheries, Ministries of
Forests, Ministry of Lands and Mineral Resources, Ministry
of Sugar, Ministry of Local Government, Ministry of

Environment

Infrastructure and Transport, Ministry of Waterways ay

« Office of the President, Department of Immigration, Ministry

of Employment, Productivity and Industrial Relations,
IN=SS===e0l/= Ministry of Civil Service, Republic of Fiji Military Forces,
Ministry of Health and Medical Services, Ministry of
Housing, Ministry of Agriculture

Of the Ministries and Departments reported, the control environment for 28 (78%) agencies were
regarded as effective. Eight Ministries and Departments require improvement in setting standards,
processes and structures for carrying out internal control across the agency.
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Risk Assessment (RA)

Risk assessment involves a dynamic process for identifying and analysing risks to achieve the
entity’s objectives, forming a basis for determining how risks should be managed.

Examples of issues which would fall under this category are absence of risk management framework,
operational including fraud and enterprise risks not identified, assessed and mitigated and impact of

changes in business processes on controls not identified and assessed.

Figure 5.2: Categories of risk assessment
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Forces, Ministry of Education,Heritage and Arts, Ministry
of Health and Medical Services, Ministry of Housing,
Ministry of Agriculture, Ministry of Forests, Ministry of
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Environment

Of the 36 Ministries and Departments reported, the risk assessment for 21 (58%) agencies were
regarded as effective. Fifteen Ministries and Departments require improvement in the process for
identifying and analysing risks including determining how risks should be managed.

Control Activities (CA)

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

Examples of issues which would fall under this category are general controls relating to information
technology, documentation of procedures which have in-built checks and balances which are aligned
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to the policies of the entity. Specific control activities include those relating to authorisation,
performance reviews, information processing, physical controls, and segregation of duties.

Figure 5.3: Categories of control activities

Control Activities (CA)
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Effective Generally Ineffective
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INEEFFECTIVE

* Department of Immigration, Ministry of Civil Service,
Republic of Fiji Military Forces, Fiji Police Force,
Peacekeeping Missions, Ministry of Education,
Heritage and Arts, Ministry of Health and Medical
Services, Ministry of Housing, Ministry of Women,
Children and Poverty Alleviation, Ministry of
Agriculture, Ministry of Forests and Ministry of
Fisheries

Of the 36 Ministries and Departments reported, the control activities for 24 (67%) agencies were
considered effective. Twelve Ministries and Departments require improvement in the
establishment of policies and procedures to help ensure that management’s directives to mitigate
risks to the achievement of objectives.

Information and Communication Control (IC)

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

Examples of issues which would fall under this category are reporting to Permanent Secretaries and
line Ministers of entities on matters relating to internal controls.
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Figure 5.4: Categories of information and communication control
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Of the 36 Ministries and Departments reported, the information and communication control for 27
(75%) agencies were considered as effective. Nine Ministries and Departments require
improvement in the information and communication control to help ensure the achievement of
objectives.

Monitoring Activities (MA)

On-going evaluations, separate evaluations or some combination of the two are used to ascertain
whether controls are present and functioning. Findings are evaluated and deficiencies are
communicated in a timely manner.

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

The monitoring activities of Ministries and Departments was assessed and categorised as effective,
generally effective and ineffective in the graph below.
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Figure 5.5: Categories of monitoring activities
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Of the 36 Ministries and Departments reported, the monitoring activities for 26 (72%) agencies
were regarded as effective. Ten Ministries and Departments require improvement in the on-going
evaluations, separate evaluations to ascertain whether controls are present and functioning.
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6.0 SIGNIFICANT AUDIT MATTERS

Significant audit matters highlighted in this report, include control weaknesses, which could cause
or is causing severe disruptions to processes or the ability of the agencies to achieve process
objectives and comply with relevant legislations.

In this chapter, we discuss significant audit matters in the 2019 Financial Statements of
Government. The significant audit matters for Ministries and Departments have also been reported
in the following Sector Reports.

1. 2019 Audit Report on Economic Services Sector (Parliamentary Paper No. 24 of 2021)

2. 2019 Audit Report on General Administration Sector (Parliamentary Paper No. 25 of 2021)

3. 2019 Audit Report on Infrastructure Sector (Parliamentary Paper No. 26 of 2021)

4. 2019 Audit Report on Social Services Sector (Parliamentary Paper No. 27 of 2021)

5. Remaining 2019 Audit Report on General Administration, Social Services and Economic Services
Sectors (Parliamentary Paper No. 109 of 2021)

FINANCIAL STATEMENTS OF GOVERNMENT

6.1 Accounting policies
Contrary to Section 30(2) of the Finance Instructions, requiring the preparation of profit and loss
statement and balance sheet on accrual basis, property, plant and equipment for the Trading

Manufacturing Accounts were expensed and not capitalised.

Root Cause/Implication

The Ministry’s Finance Manual does not specify the accounting policy and guideline to properly
account for property, plant and equipment for TMA. In addition, TMA Policy is not aligned to the
requirements of the Finance Instructions 2010. As a result, the Ministry did not capitalise the cost
of fixed assets acquired during the period.

Recommendation

The Ministry should review the Finance Instructions and clearly document the accounting policies
to include accounting treatment of property, plant and equipment for TMA.

Agreed Management Action

Comments not provided.
CONSOLIDATED ISSUES - MINISTRIES AND DEPARTMENT

6.2 Variances in Revenue

The audit noted a total variance of $2.5 million between the revenue recorded in the FMIS general
ledger and Revenue Reports of Ministries and Departments. Refer to the table below:
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Table 6.1: Variances in Revenue

Ministry Variance
$)

Fiji Police Force 217,930
Ministry of Education, Heritage and Arts 54,514
Ministry of Lands & Mineral Resources 1,025,482
Ministry of Justice 893,620
Ministry of Forest 167,998
Ministry of Economy 103,940
Total Variance 2,463,484

Refer to Appendix F for details — Sourced from 2019 Reports for Ministries and Departments.

Root Cause/Implication

Absence of monthly revenue reconciliation. This may impact the accuracy of the total revenue
recorded and highlighted in the Auditor’s Report.

Recommendation

Ministries/Department must ensure that revenue reconciliations are carried out and variances
noted are investigated and adjusted accordingly.

Agreed Management Action

Refer to Appendix F for the agreed management action from the respective Ministries and Departments.
6.3 Records Not Provided

From the review of payments made by Ministries and Departments, we noted that
records/supporting documents for payments totalling $15.2 million were not provided for audit.

Refer to the table below for detail — Sourced from 2019 Reports for Ministries and Departments.

Table 6.2: Records not Provided

Ministry/ Department Balance

(%)
Ministry of Education, Heritage and Arts 8,336,585
Ministry of Fisheries 1,198,854
Ministry of Lands and Mineral Resources 201,387
Ministry of Health and Medical Services 5,435,303
Total 15,172,129
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Root Cause/Implication

Accounting records were not properly maintained. Thus, the accuracy and completeness of the
expenditure balances recorded in the financial statements could not be ascertained.

Recommendation

Ministries concerned should strengthen its records management to ensure that all accounting
records are properly maintained and presented for audit.

Agreed Management Action

Refer to Appendix G for the agreed management action from the respective Ministries and Department

6.4 Detailed Listing not maintained for Main Trust Fund Account - Recurring

Section 58(3) of the Finance Instructions 2010 states that, the names and balances of each account
must be listed and the reconciliation shall be signed by the responsible officer. Unreconciled items

must be investigated and resolved promptly.

The audit noted that the detailed listings for Main Trust Fund accounts totaling $76.96 million.
Refer to Appendix H below for detail - Sourced from 2019 Reports for Ministries and Departments.

Root Cause/Implication

Poor records management and the lack of reconciliations has resulted in the issue. As such, the
audit could not ascertain the accuracy and completeness of the component of Trust Fund account
balance of $76.96 million as at 31 July 2019.

This issue was also included as a qualification in the audit report for the year ended 31 July 2018.

The respective Ministries have agreed to the recommendations provided in their management
letters.

Recommendations

¢ Ministries/Departments should strengthen its records management and reconciliation of
Trust Fund accounts.

e The FMIS Division should ensure that Ministries/Departments are submitting the detailed
listing of claimants of the monies held in trust in its monthly reconciliation.

Agreed Management Action

Ministry of Economy through its Financial Reporting and Monitoring & Evaluation (FR and M&E) Unit have
developed a Reconciliation Compliance Report (RCR)

*  The RCR identifies whether compliance are met in accordance with the provisions of the FMA 2004, Fl 2010,
Finance Circulars and Finance Manuals including improvements needed to meet the standards of regulations
orinternal controls. The RCR covers all accounts including Cash at BANK (Domestic and Overseas), Drawings,
Inter-Departmental Charges (IDC), Bank Lodgement Clearance (BLC), Accounts Payable, Operating Trust,
Main Trust, Imprest, Accounts Receivable and Refundable Advances (RFA). This report is sent to the
respective Accounting Heads (AHs) and Permanent Secretaries (PSs) on a monthly basis.
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s Ministry of Economy had conducted Reconciliation Trainings for respective Ministries and Departments
during FY 2020-2021. The training evolved around performing reconciliation, importance of reconciliations
and the importance of rectifying anomalies in a timely manner. Additionally, the training also emphasised
on the source documents and ascertaining the correctness and accuracy of the closing General Ledger (GL)
balances. Furthermore, Ministry of Economy will continue to conduct trainings on performing reconciliation
every financial year.

6.5 Variances between FMIS GL and Bank Reconciliation Statement

The review of Cash and cash equivalent held by the government revealed an unreconciled variance
of $2.6 million and $3.3 million existed between the balances in the FMIS general ledger, and the
bank statements of foreign bank accounts and the bank confirmation for domestic cash

respectively. Refer to Appendix I for details.

In addition, Domestic cash totalling $251,944 was not recorded in the FMIS general ledger and has
not been accounted in the financial statements. Refer to table below for details.

Table 6.3: Domestic Cash not Recorded in FMIS

Type of Cash Details Amount

®)

Domestic Cash Business Interest Bearing Cheque 251,944

Root Cause/Implication

The finding indicates the lack of monitoring of bank reconciliations carried out at by the respective
ministries responsible for the cash accounts. This has resulted in the misstatement of cash and cash
equivalent.

A reason provided for bank reconciliations not prepared was that there were no movements in
certain cash general ledger accounts. As aresult, there is arisk that movement in the bank accounts

may not be correctly reflected in the general ledgers and the financial statements.

Recommendations

e Ministries holding cash accounts should ensure that the FMIS general ledger is reconciled on
a monthly basis and any variances are investigated and resolved.

e The Ministry should prepare bank reconciliations despite no movements in the ledger
accounts as bank fees and interest are charged on monthly basis. Movements in the bank

accounts will need to be accounted for in the general ledger.

Agreed Management Action

Management noted comments and recommendation. Ministry of Economy (MOE) through the Monitoring &
Evaluation Unit reviews all reconciliations submitted by the respective Ministries/Departments. Further follows
ups and meetings are convened to address such issues.
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6.6  Internal Control Weaknesses for Ministries and Departments

Section 59(1) of the Finance Instructions 2010 states that, each agency must have in place a cost-
effective system of internal controls which safeguards money and property against loss, avoids or
detects accounting errors and avoids unfavourable audit reports.

The audit noted that internal controls were generally found to be weak in agencies. In addition,
the board of survey for agencies were not carried out for the financial year 31 July 2019. Refer to
Appendix J for details. — Sourced from 2019 Reports for Ministries and Departments.

Root Cause/Implication
Failure to strengthen internal controls may result in material misstatements and possible financial
losses in the future. Material misstatements at Ministry level will impact on the audit report for the

financial statements of Government.

Recommendations

Ministries and Departments should:

* regularly evaluate its internal controls to determine its effectiveness and identify
weaknesses so that corrective action can be taken and;

* ensure that the Board of Survey is carried out annually as required under the Finance
Instructions.

Agreed Management Action

The Accounting Head of Agency is responsible to the Permanent Secretary for the effective design and operation
of internal controls across the agency. Thus, the Permanent Secretaries for the Government
Ministries/Departments are responsible for the audit matters related to their agencies and as enshrined in the
2013 Constitution of the Republic of Fiji, section 127. Hence, the audit matters of agencies are not proper to be
placed on Ministry of Economy.

Ministry of Economy through the Monitoring & Evaluation department have been highlighting anomalies
identified during the reconciliation review process to the respective Accounting Heads and Permanent
Secretaries. Further, in Ministry of Economy roles and responsibilities, we are placing the behaviour of highest
accountability wherever we can but cannot look into the finer processing of transactional issues of respective
agencies. These are responsibilities of the respective Head of Agencies and is fair to report with the line
Ministries.

6.7 Variance in Payroll
An unreconciled variance of $17.6 million exists between FMIS general ledger and the Ministry’s
Payroll Report for both Established Staff and Government Wage Earner. Refer to Appendix K for

variances in the respective Ministries.

Root Cause/Implication

The Finance Manual and Finance Instructions does not require the reconciliation of these two
records.
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Variances between critical records may indicate the existence of errors and omissions and may
result in ministries failing to detect possible irregularities in the payment of salaries in a timely
manner.

Recommendations

The Ministries should:

* consider incorporating this requirement into the Finance Manual of ministries/departments.
» ensure thatidentified errors and variances arising from Monthly reconciliations are rectified.

Agreed Management Action

Payroll and FMIS are two separate systems that do not communicate with each other and variance between the
two systems are mainly due to the following:

*  The manual payments and salary reversals are processed in FMIS and these payments are not reflected in
payroll.

»  Officers who are not on the payroll ([i.e., NEC volunteers) are directly paid via FMIS.

*  Project Officers are paid from SEG 1 and later adjustments are made to SEG 7, 8, 9 and 10.

*  Project Officers whose salary are funded by donor agencies are paid from payroll and later these charges
are adjusted to correct GL in FMIS.

* The line agencies are responsible to carry out its GL reconciliation and ensure that necessary adjustments
are made to salary components of its staffs.
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APPENDIX A: AUDIT OPINION RESULTS

The following Tables present the results of our audit of the 2018-2019 financial statements for
Ministries and Departments. Consistent with presentation in this report, the results have been
summarised by sectors.

The legislated timeframe for issuing of audit opinion for 2019 was 31 December 2019.

General Administration

Ministry/Department

Date audit report signed

Audit Opinion Type

1. | Office of the President 6 July 2020 Unmodified with Other Matter
2. | Office of the Prime Minister and 22 April 2021 Modified
Department of Immigration
3. | Office of the Attorney General 21 May 2020 Unmodified
4. | Ministry of Economy 27 October 2021 Unmodified with Emphasis of
Matter and Other Matter
5. |Ministry of iTaukei Affairs 15 April 2020 Unmodified with Other Matter
6. |Ministry of Defence and National 10 November 2020 Unmodified with Emphasis of
Security Matter and Other Matter
7. | Ministry of Employment, 19 March 2021 Modified
Productivity and Industrial Relations
8. | Ministry of Foreign Affairs 18 March 2021 Modified
9. |Judiciary 10 November 2020 Modified
10.| Parliament 10 August 2020 Unmodified with Other Matter
11.| Office of the Director of Public 6 May 2020 Unmodified
Prosecutions
12.| Ministry of Disaster Management |19 March 2021 Modified
and Meteorological Services
13.| Ministry of Justice 1 March 2021 Unmodified with Emphasis of
Matter
14.| Fiji Corrections Service 11 February 2021 Unmodified with Emphasis of
Matter
15.| Department of Information and 14 January 2021 Unmodified
Communication
16.| Department of Information, 25 March 2021 Unmodified
Technology and Computing
Services (ITC)
17.| Ministry of Civil Service 21 April 2021 Unmodified with Emphasis of
Matter and Other Matter
18.| Ministry of Rural and Maritime 25 March 2021 Unmodified with Emphasis of
Development Matter
19.| Republic of Fiji Military Forces 6 August 2020 Modified
20. | Fiji Police Force 22 May 2020 Modified
21.| Peacekeeping Missions 8 February 2021 Unmodified with Emphasis of
Matter
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Social Services

Ministry/Department

Date audit report signed

Audit Opinion Type

Services

22.| Ministry of Education, Heritage and | 14 April 2021 Modified
Arts and Higher Education
Institutions

23.| Ministry of Health and Medical 18 March 2021 Modified

24. Ministry of Housing and Community | 15 November 2021 Unmodified with Emphasis of
Development Matter

25. Ministry of Women, Children and 14 January 2021 Modified
Poverty Alleviation

26./ Ministry of Youth and Sports 11 August 2020 Unmodified

Economic Services

Ministry/Department

Date audit report signed

Audit Opinion Type

27.|Ministry of Agriculture 19 March 2020 Modified
28.| Ministry of Fisheries 23 March 2021 Modified
29 | Ministry of Forests 12 February 2021 Modified
30.| Ministry of Lands and Mineral 23April 2021 Modified
Resources
31.| Ministry of Industry, Trade and 27 October 2020 Unmodified
Tourism
32.| Ministry of Sugar Industry 13 October 2020 Modified
33.| Ministry of Public Enterprise 1 June 2021 Unmodified with Other Matter
34.| Ministry of Local Government 2 September 2021 Unmodified with Emphasis of

Matter

Infrastructure Services

Ministry/Department

Date audit report signed

Audit Opinion Type

Environment

35.| Ministry of Infrastructure and 30 September 2020 Modified
Transport
36.| Ministry of Waterways and 18 November 2021 Modified
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APPENDIX B: OTHER MEASURES OF FINANCIAL VULNERABILITY

Financial vulnerability is the measure of the degree of dependence of Government on sources of
borrowing outside its control or influence.

A measure of vulnerability is the comparison of Overseas Borrowings to the total Government
debt. Overseas borrowings to total government debt for a period of eight years is shown in the

table below.

Outstanding Government Percentage

Overseas Debt

Borrowings
Amount Amount

$'000 $'000
2012 935,530.60 3,678,829.20 25%
2013 1,081,097.40 3,824,940.00 28%
2014 1,254,277.30 4,083,194.80 31%
2015 1,241,407.40 4,221,151.90 29%
2016* 1,258,728.40 4,502,423.80 28%
2017 1,367,960.90 4,667,607.50 29%
2018 1,455,292.80 5,216,728.20 28%
2019 1,455,397.80 5,725,459.00 25%

* 7 months

In 2019, overseas borrowings made up 25% of outstanding government borrowings which
decreased by 3% when compared to 2018.

35%

30%

25%

20%

15%

Percentage

10%

5%

0%
2012 2013 2014 2015 2016* 2017 2018 2019
Years

*7 months
The overall trend indicated an increasing reliance by Government on overseas borrowings.
Another measure of financial vulnerability is the comparison of overseas borrowings to Gross

Domestic Product (GDP). The table below compares overseas borrowings to GDP over a period of
eight years.
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Nominal GDP

Overseas
Borrowings

Percentage
of Overseas
Amount Amount Borrowings/GDP

$'000 $'000

2012
2013
2014
2015
2016*
2017
2018
2019

935,530.60
1,081,097.40
1,254,277.30
1,241,407.40
1,258,728.40
1,367,960.90
1,455,292.80
1,455,397.80

7,109,500.0[r]
7,715,700.0[r]
8,435,900.0[r]
9,210,800.0p]
9,852,704.1[p]
9,865,489.8(p)
11,348,969.4[p]
11,778,330.3[p]

13%
14%
15%
13%
13%
14%
13%
12%

[r]: GDP Revised Figure
[p]: GDP Provisional Figure
[*]: * 7 months

16%
14%
12%
10%

8%

Percentage

6%
4%
2%

0%
2012 2013 2014 2015 2016(7 2017 2018 2019
months)

Years

Comparison of the domestic debt to GDP is another measure of financial vulnerability. Domestic
borrowings to GDP for a period of eight years is shown in the table below.

Domestic Nominal %
Borrowings GDP of Domestic
Amount Amount Borrowings/GDP
$'000 $'000

2012 2,631,565.7 7,109,500.0[r] 37%
2013 2,641,564.5 7,715,700.0[r] 34%
2014 2,698,317.5 8,435,900.0[r] 32%
2015 2,836,488.6 9,210,800.0%[p] 31%
2016* 3,079,850.6 9,852,704.1 31%
2017 3,204,762.3 9,865,489.8(p) 32%
2018 3,576,152.2 11,348,969.4(p) 32%
2019 3,971,911.1 11,778,330.3(p) 34%

[r]: GDP Revised Figure
[p]: GDP Provisional Figure
[*]: 7 months

Domestic borrowing as a percentage of GDP remained constant at 32% in 2017 and 2018, however,
slightly increased to 34% in 2019.

5 Excludes Treasury Bills outstanding at year end
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38%
37%
36%
35%
34%
33%
32%
31%
30%
29%
28%

2012 2013

Percentage (%)

2014

2015

2016(7
months)

Years

2017

2018

2019

The figure above shows that the Domestic Borrowing as a percentage of the GDP has been
decreasing over the years which indicates the Government’s capability to meet its internal debt
obligations when due. However, a slight increase was noted in 2019.

The table and figure below show the comparison between tax revenue and the GDP. The tax
revenue as a percentage of GDP in the past eight years has been between 22% and 26%. In 2019, this
percentage decreased from 25% to 24%.

Tax
Revenue

Amount
$'000

GDP

Amoun
$'000

Percentage
of Tax

t Revenue/GDP

2012 1,722,147.5 7,109,500.0[1] 24%
2013 1,879,295.2 7,715,700.0[r] 24%
2014 2,117,742.4 8,435,900.0[r] 25%
2015 2,359,863.2 9,210,800.0[p] 26%
2016* 1,314,520.0 9,852,704.1 13%
2017 2,579,175.4 9,865,489.8(p) 26%
2018 2,831,635.8 11,348,969.4(p) 25%
2019 2,819,778.3 11,778,330.3(f) 24%

[r]: GDP Revised Figure
[p]: GDP Provisional Figure
[f]: GDP Forecasted Figure
[*]: 7 months

Percentage (%)
P P N N W
o o1 o o1 O

(&)

0
2012 2013

2014

2015
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months)

Years
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Another measure of financial vulnerability is the comparison of tax revenue to debt. The table
below compares tax revenue to debt for a period of eight years.

Tax Percentage
Revenue of Tax
Amount Revenue/Debt
$'000

2012 1,722,147.5 3,678,829.2 47%
2013 1,879,295.2 3,824,940.0 49%
2014 2,117,742.4 4,083,194.8 52%
2015 2,359,863.2 4,221,151.9 56%
2016* 1,314,520.0 4,502,423.8 29%
2017 2,579,175.4 4,667,607.5 55%
2018 2,831,635.8 5,216,728.2 54%
2019 2,819,778.3 5,725,459.0 49%

[*]: 7 months

The tax revenue as a percentage of debt has slightly decreased from 54% in 2018 to 49% in 2019,
which indicate that 49% of total government debt in 2019 can be met from tax revenue.

H» U0
o o

N
o

Percentage (%)
w
<)

=
o

o

2012

2013

2014 2015 2016

(7 months)

2017 2018 2019

Years

The ability of tax revenue to meet the debt over the eight-year period gradually increased from
2012 to 2015 due to increase in tax collections during these years. However, a sharp decrease in
2016 was due to the change in accounting period from 12 months to 7 months. In 2019 there was a
slight decrease from 54% to 49%.

The table below shows the comparison of government deficit to GDP.

Gross Percentage
Surplus/ of Gross
(Deficit) Surplus
Amount (Deficit)
$'000 /IGDP
2012 (136,880.6) 7,109,500.0[r] -1.9%
2013 (37,583.7) 7,715,700.0[r] -0.5%
2014 (554,256.8) 8,435,900.0[r] -6.6%
2015 (859,086.2) 9,210,800.0[p] -9.3%
2016* (347,125.0) 9,852,704.1 -3.5%
2017 (371,812.0) 9,865,489.8(p) -3.8%
2018 (492,092.8) | 11,348,969.4(p) -4.3%
2019 (415,074.1) | 11,778,330.3(p) -3.5%

[r]: GDP Revised Figure
[p]: GDP Provisional Figure
[*]: 7 months
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Percentage (%)

Years

In 2019, the gross deficit as a percentage of GDP declined to 3.5%.

The table and the figure below compare interest payments to GDP for a period of eight years.
Interest payments as a percentage of GDP remained the same at 3% in 2017, 2018 and 2019.

Interest GDP Percentage

Payments of Interest

Amount Amount Payments

$'000 $'000 /GDP

2012 260,860.9 7,109,500.0[r] 4%
2013 260,450.7 7,715,700.0[r] 3%
2014 264,309.2 8,435,900.0[r] 3%
2015 295,416.3 9,210,800.0[p] 3%
2016* 150,088.6 9,852,704.1 2%
2017 276,746.1 9,865,489.8(p) 3%
2018 291,503.0 11,348,969.4(p) 3%
2019 326,735.4 11,778,330.3(p) 3%

[r]: GDP Revised Figure
[p]: GDP Provisional Figure
[*]: 7 months

4.5
4

Percentage (%)
= n w
= 01N o1 w ol

o
o

o

2012 2013 2014 2015 2016 2017 2018 2019
(7 months)

Years

The ability of tax revenue to meet interest payments on public debt over the eight year period
reduced from 2011 to 2014. It slightly increased by 1% in 2015 and reduced from 2016 to 2018. For
2019, 12% of tax revenue was used to pay interest payment on public debt has decreased.

The table and the figure below compare interest payment to tax revenue for a period of eight
years.
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Interest Tax Revenue Percentag
Payments e
Amount Amount of Interest
$'000 $'000 Payments
[Tax
Revenue
2012 260,860.9 1,722,147.5 15%
2013 260,450.7 1,879,295.2 14%
2014 264,309.2 2,117,742.4 12%
2015 295,416.3 2,359,863.2 13%
2016* 150,088.6 1,314,520.0 11%
2017 276,746.1 2,579,175.4 11%
2018 291,503.0 2,831,635.8 10%
2019 326,735.4 2,819,778.3 12%
[*]: 7 months
18
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£ g
S 6
g 4
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0
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(7 months)

2017

2018 2019

Overall outlook of the financial vulnerability is shown below:

Indicator Results Commentar

Overseas Borrowings/GDP 12% Percentage of GDP output to meet overseas debt
has decreased

Overseas Borrowings/ Total 25% Percentage of overseas borrowings composition of

Debt the total Debt is less than Domestic borrowings

Domestic Debt/Nominal GDP 34% Percentage of GDP output to meet domestic debt
has decreased

Tax Revenue/GDP 24% Percentage of GDP output been collected by
government through tax has decreased

Tax Revenue/Total Debt 49% Percentage of Tax Revenue ability to meet total
debt has decreased

Gross Deficit/tGDP -3.5% Percentage of GDP output to meet Gross Deficit has
decreased

Interest Payment/GDP 3% Percentage of GDP ability to meet interest payment
has decreased

Interest Payment/Tax Revenue 12% Percentage of Tax Revenue ability to meet interest

payment has decreased

Report on 2018- 2019 Financial Statements of Government & Annual Appropriation Statement




REPORT OF THE AUDITOR-GENERAL OF THE REPUBLIC OF FlJI

Global Bonds Refinancing

Fiji’s first international bond was raised in September 2006 by the Government with a sum of
US$150 million (FJ$300 million) which matured in September 2011. This was issued at an interest
rate of 6.875%.

In September 2011, the Government raised US$250 million through the second issue of Global Bond,
to repay the first Global Bond. The second issue was at a higher interest rate of 9% for a term of
five years. In 2015, US$200 million was raised by way of a third issue of Global Bond at an interest
rate of 6.6% to refinance the Global Bond issued in 2011. The third issue of Global Bond will mature
on 2 October 2020.

Details of the of Global Bonds issued is shown below.

Borrowing Principal Interest Comments
Revenue for | Repayments Rate
year end FJD
at FJD
Amount Amount
$'000 R0[0]0)
2006 150m 260,460.0 6.875% | ¢ 1stissue was in 2006 at an interest rate of
6.875%.

e $260,460,000 was raised in 2006 as
borrowing revenue.

2011 250m 452,305.2 266,051.8 9% | e« 2ndjssue of bonds was to refinance the 1st
global funds issued in 2006 and the
remainder to finance priority capital
investments in the 2011 budget.

e $452,305,199 worth of global bonds
raised in 2011 as borrowing revenue.
2015 200m 434,593.7 528,357.2 | 6.625% | ¢ 3" issue of global bonds to assist in the
repayment of the US$250m global bond

issued in 2011.

e $425,440,000 was the outstanding global
bond balance as at 31/12/2015.

e $434,593,655 worth of bonds were raised
in 2015 as borrowing revenue from the
issue of the US$200m worth of bonds

e $528,357,236 was the total principal
repayment made to pay off the 2011
global bonds

e $63,563,241 was the total interest
payments made to pay off the 2011 global
bonds

2018 200m 6.625% | ¢ As at 31/07/2018, total interest payments
made was $27,866,702

o No principal repayments made in 2018
As per the 2015 Global Bond Terms and
Conditions, the 2015 global bonds will
mature on 2 October 2020

2019 6.625% | ¢ As at 31/07/2019, total interest payments
made was $29,094,699.

e No principal payments made in 2019.
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REPORT OF THE AUDITOR-GENERAL OF THE REPUBLIC OF FlJI

APPENDIX E:

GLOSSARY

Accountability

Accounting estimates

Appropriation

Audit evidence

Audit Memorandum

Audit strategy

Consolidated fund account

Contingent liability

Current ratio
Deferred income

Deficiencies
Express an opinion

Financial sustainability

Financial flexibility

Financial vulnerability

Fraud

Governance

International Public Sector
Accounting Standards (IPSAS)
under cash basis of accounting

Management
Material misstatement

Responsibility of public sector entities to achieve their objectives in
reliability of financial reporting, effectiveness and efficiency of
operations, and compliance with applicable laws.

An approximation of a monetary amount in the absence of a precise
mean of measurement. This term is used for an amount measured
at fair value where there is estimation uncertainty, as well as for
other amounts that require estimation.

A sum of total budget for the ordinary services of government for the
financial year ending 31 July 2018.

All the information used by the auditor in arriving at the conclusions
on which the audit opinion is based. Audit evidence includes the
information contained in the accounting records underlying the
financial statements and other information.

Management Letter highlighting areas where improvements can be
made by an entity following an audit.

The strategy that sets the scope, timing and direction of the audit,
and guides the development of the more detailed audit plan.

The main bank account of the government where public monies are
paid into for the operations of government. Trust money is not paid
into this account.

A contingent liability is a potential liability that may or may not
become due, depending on whether a possible event occurs, such
as a claim for compensation, an indemnity or other legal claims.
This ratio shows the amount of current assets available to meet
current liabilities as they fall due.

Deferred income refers to money received by an entity before it
provides the related goods or services to the customer.

Failings, weaknesses or shortcomings.

A written expression of the auditor's overall conclusion on the
financial report based on audit evidence obtained.

The ability of Government to maintain existing programs and meet
existing creditor requirements without increasing the burden on the
economy. It is measured by the ratio of Government debt to the
Gross Domestic Product (GDP).

A debt indicator that shows the increase in financial resources or
revenue to respond to increasing financial commitments either by
expanding revenue or increasing the debt burden.

Measures the total exposure of Government to exchange rates and
other market risks through its dependence on external borrowings.
An intentional act by one or more individuals among management,
those charged with governance, employees, or third parties,
involving the use of deception to obtain an unjust or illegal
advantage.

The control arrangements in place at an entity that are used to
govern and monitor its activities to achieve its strategic and
operational goals.

Standards adopted by Government of Fiji for financial reporting of
Financial Statements of Government.

Those with the executive responsibility for conducting an operation.
A significant difference between the amounts, classification,
presentation, or disclosure of a reported financial statement item

Report on 2018- 2019 Financial Statements of Government & Annual Appropriation Statement
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Misstatement

Other significant matter

Reasonable assurance
Re-deployment

Revaluation

Risks

Standards on auditing

Trading and Manufacturing

activities

Unmodified audit opinion

Value-adding

Virements

and the amount, classification, presentation, or disclosure that is
required for the item to be in accordance with the applicable financial
reporting framework.

A difference between the amounts, classification, presentation, or
disclosure of a reported financial report item and the amount,
classification, presentation, or disclosure that is required for the item
to be in accordance with the applicable financial reporting
framework. Misstatements can arise from error or fraud.

Include control weaknesses which could cause or is causing severe
disruption of the process or severe adverse effect on the ability of
an auditee to achieve process objectives and comply with relevant
legislation. It is likely that these issues may have an impact on the
operations of the entities in future, if necessary action is not taken to
address them.

A high but not absolute level of assurance.

Transfer of budgeted funds from one appropriation head to another
which is approved by Cabinet.

An adjustment made to the recorded value of an asset to
accurately reflect its current market value.

The probability or threat of quantifiable damage, injury, liability, loss,
or any other negative occurrence that is caused by external or
internal vulnerabilities, and that may be avoided through pre-
emptive action.

International Standards on Auditing adopted by Fiji Institute of
Accountants and applied by Office of the Auditor-General for audits
carried out.

Are operated on semi-commercial basis to increase the returns
which are derived from them and to provide goods, services or works
more cost-effectively.

The opinion is issued when the financial statements are prepared in
accordance with the International Public Sector Accounting
Standards (IPSAS) under the cash-basis of accounting and with
relevant legislative requirements. This type of opinion indicates that
material misstatements, individually or in the aggregate, were not
noted in our audit, which would affect the financial statements of an
agency.

Financial or non-financial gains arising from improved compliance or
mitigation of risks.

Permanent Secretaries of Ministries and Departments may
authorise the transfer of budgeted funds between Standard
Expenditure Groups as per section 10(1) of the Finance Instructions
2010.
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