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Foreword

This is my fourth report to Parliament since myialiappointment in late September 2010. This repor
is on the operations of the Office of the Controlad Auditor-General (OCAG) and the results of

audits and other assignments completed by the ©Hatween July 2011 and June 2012. OCAG is
also known as the Samoa Audit Office (SAQO). Therepn irregularities submitted from Government

Ministries and Constitutional Offices have been ptated separately and will also be submitted
separately to the Legislative Assembly.

This period is the first year of application orl+olit of Institutional Strengthening Project (ISP)
reforms. It continued the legislative amendmentcpss as well as the population of the new
organizational structure increasing staff capaftagn 50 before the ISP to 60 after the ISP.

A summary of the achievements of the ISP as wethasfoundation and vision of the ISP will be
covered in the report to parliament for the perdoty 2013 to June 2014. Suffice to say that during
this year (2011/12), a submission was made to @alinconsider and decide on the audit bills and
constitutional amendment bill for presentation tarli@ment. This was the culmination of various
consultations with the Office of the Attorney Gealaafter the ISP to polish the Bills into perfectias
well as wide consultations conducted by the Oftitthe Attorney General with other stakeholders.

Another ISP reform still outstanding at the endhaf ISP was the population of the new organisationa
structure or staff capacity to prepare for the aken of new audit functions and strengthening of
existing audit functions. A total of 26 interviewsere made for new positions and the recruitments
continued onto financial year 2012/13 aiming tbtfie capacity approved in the ISP of 60 staff by 3
June 2013.

During financial year 2011/12, work also startedd¢epond to calls for additional capacity building
projects or programs from the International Orgaiid& of Supreme Audit Institution (INTOSAI) as
well as the Public Finance Management Reform Pleas® Il of the Government of Samoa (PFMRII).

The INTOSAI Development Initiative (ID1) on the denfunding strategy for capacity building started
to take shape in 2010 at the INTOSAI Meeting in tBo@frica. This meeting followed on from
consultations in Washington D.C. that the Contradled Auditor-General attended. In addition, there
were global-wide stakeholders consultations by II$FDin 2010 through emails and questionnaires.
The INTOSAI and PFMRII activities are currently bgiprogressed, and coverage of the results
should be available in future reports.

Furthermore, the Samoa Audit Office hosted a stogythe Pacific Association of Supreme Audit
Institutions (PASAI) on Accountability and Transpacy in the Pacific. This study consulted a
number of stakeholders in Samoa within the exeeudwernment, parliament, private sector and civil
society including the media.

Finally the financial year 2011/12 also saw a regtire in the outputs of OCAG in the Government'’s
budget from four to three outputs aligning with thew structure as well as the submission to the
Speaker of the Report of OCAG for the period JWH2—- June 2010.

CALELLe

Fuimaono.Papali'i.C.G.Afele
CONTROLLER AND AUDITOR-GENERAL
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Samoa Audit Office

1) Role and activities of the Office

In my reports to Parliament for the period July 2@6 2010 and July 2010 to June 2011, there was
coverage of the mission, legislations and functiohshe Office of Controller and Auditor-General
(OCAG). Just to reiterate on that commentary, thigirtal mandate of OCAG was embedded in the
following legislations:

e Constitution 1960
Audit Office Ordinance 1961
« Audit Regulations 1976

* Public Finance Management Act 2001
* Public Bodies Act 2001
« Enabling legislations of various ministries and lpubodies

On 27January 2014, the Audit Act 2013 and Constitutiohmendment Act 2014 came into effect. |
will discuss these legislations in detail in my ogp to Parliament for the period July 2012 to June
2013 and July 2013 to June 2014.

Under its legislative mandates, the OCAG holdsres af its primary responsibility, a Controller or
Pre-audit financial audit function and a post-adididincial audit function. Its reach covers all ficib
entities from Ministries, overseas missions, domamd loan-funded projects, public bodies and Public
Accounts to all entities deriving funds and/or mated from legislation or policy directives of
Government.

Before the ISP, OCAG also had a mandate under ARetjulations 1976 for examinations to ascertain
whether efficient and effective practices weredokd and applied in the general administration and
management of public money and stores. In the l&ie amendments in the Audit Act 2013 and

Constitutional Amendment Act 2014, these mandatere wonsolidated under modern terminologies
such as performance audit, compliance audit, indtion technology audit, environmental audit and

special audit or special examination.

2) Staff and other resources

Staff remains to be the key resource of OCAG in peeformance of its functions. Funding and
expenditures of OCAG is driven more by staff anidtesl costs rather than operating expenditures.
Tools and technology as capital investment have gswn in importance to the successful
performance of the duties and functions of OCAG.

2.1 Staff numbers

As at 30 June 2012, the Office consisted of thet@tar and Auditor-General and 41 employees; 34
technical staff and 7 support staff. During theryd® staff ended their employment with the Office
while 6 new entrants were recruited. The 10 whbthef Office included two who migrated overseas,
one who passed away, one serving as the wife a@fstopto a new community and six promoted to
higher positions with higher pays within the puld@ctor.

2.2 Staff management and development

Staff of the Office during the year continued teaige both local and overseas training. The main
partners of the Samoa Audit Office providing assist in the form of training and information
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exchange were the Pacific Association of SupremditAastitutions (PASAI) and the training arm of
the Supreme Audit Institution of India called ICISA

3) Annual financial statements

The following summarises the receipts and paymaftise Office for the year ended 30 June 2012.

Office of the Controller and Chief Auditor
Statement of Receipts and Payments for the year ead 30 June 2012

Item Budget Actual Actual
2011/12 2010/11 2011/12
$ $ $

RECEIPTS
Sales, Fees & Other Charges 400,000 524,972 435,653
TOTAL RECEIPTS $400,000 $524,972 $435,653
PAYMENTS
Outputs
1.0 Audit Reports to Parliament 742,587 442,376 488,203
2.0 Audit of the Public Accounts 1,221,439 399,391 969,658
3.0 Audit of Government Ministries 757,375 593,086 681,245
4.0 Audit of Statutory Corporations 0 0 0
Total Outputs $2,721,400 $2,331,98 $2,139,106
PAYMENTS
Transactions on Behalf of the State
International Congress of Supreme Audit Institutions - 5,000 0 0
Membership Fees 600 341 533
South Pacific Organisation of Supreme Audit Institutions - 1,584 1,526 1,423
Membership Fees 1,200 0 0
International Organisation of Supreme Audit Institutions -
Membership Fees
Association of Pacific Islands Public Auditors - Membership Fees

8,384 1,866 1,956
Rents and Leases 173,167 159,881 162,306
VAGST 88,675 85,898 71,171
Total Transactions on Behalf of State $270,266 $247,645 $235,433
TOTAL EXPENDITURE $2,991,626 $2,579,634 $2,374,539
RECEIPTS OVER PAYMENTS - DEFICIT -$2,591,626 | -$2,054,662 | -$1,938,886

Notes to the Statement

1. All amounts shown in the statement were rounddgtdmearest $1.

2. The statement has been prepared on a cash babter®and creditors and other assets and
liabilities of the Office at 30 June 2012 were imuiuded.
3. The budget represented amounts appropriated ©Offfee under the four outputs.
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4. Audit fees recovered were amounts charged to $tgt&tublic Bodies and to the Ministry of
Finance (for project audits) to recover the coftthe audit. No audit fees were charged for
Ministry audits.

Explanation for significant variances from Budgstifhates and Prior Year Actuals

1. Total actual payments of $2,374,539 for the finahgear were less than budget estimates by
$617,088 (26%).

2. Actual fees recovered of $435,653 exceeded estimftes by $35,653 (9%). The 2011
comparative was inflated by the inclusion due taykdd posting by the Ministry of Finance of
2009/10 receipts totaling $152,396. When this amhdgideducted from the 2011 figure, the
actual receipts should be $372,576. This would mibah receipts increased in 2012 by
$63,077 or 17%.

4) Office performance targets and results

The Annual budget papers include a number of pexdioce measures for the output groups of the
Office. These measures and actual performancedftt/22 are detailed below.

Output +1: STRATEGIC AND PARLIAMENTARY SERVICES
Scope of Appropriation:
This appropriation is for the delivery of the follmg services:
e Submitting annual reports to Parliament
« Attend Parliament and Parliamentary Committee Nigsti
* Inspection of Government Development Projects
e Conduct of Information Technology Audits
* Conduct of Performance Audits
e Conduct of Special Audits/Examinations

Performance Measures:
Activity:
1. Prepare Audit Office

Achievement:
OCAG/SAOQ tabled one report during

Quantity:
One report for the period July
2010 —June 2011

Annual Report and submit to
Parliament

the period July 2011 — June 2012.
This report relates to audits and
other assignments conducted
between July 2009 and June 2010.

2. Attend Parliament
Meetings and Parliamentary
Committee Meetings when
Budget Estimates, Bills and
annual reports are tabled

All Parliament Meetings. All
Public Accounts Committee
Meetings and other
Parliamentary Committee
Meetings when required

OCAG/SAO attended 100% of the
meetings and sessions during the
period of the report.

3. Conduct of information
technology audits in particular
general controls and
application controls audits

Two information technology
audits

The responsible Unit of OCCA/SAO
constructed computer audit assisted
techniques for the financial audits
of the public accounts, public bodies
and ministries.

There was no application control
audit conducted but general
controls audits were conducted as
part of the annual financial audits of
ministries and public bodies.

4. Conduct of performance

Two performance audits and

The responsible Unit of OCAG/SAO
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audits and special audits or
examinations

two special audits or special
examinations

conducted two performance audits
and four special
examinations/audits.

Coverage of these audits are in the
report.

+

Output 2: AUDIT AND CERTIFICATION SERVICES TO THE M

ALL GOVERNMENT MINISTRIES AND CONSTITUTIONAL OFFICE S

Scope of Appropriation:

This appropriation is for the delivery of the follmg services:

« Audit of the quarterly statements of receipts aaghpents
« Audit of the annual public accounts
e Pre-audit of the daily cheque listing
« Audit of the accounts of donor and loan funded guty

« Audit of ministries, departments and office of teecutive Government;
* Audit of overseas missions
» Certifications of warrants for signature of Headstdite to release funds
* Interim and special check/audits of Ministries

Performance Measures:

Activity:

Quantity:

Achievement:

1. Audit of quarterly
statements of
Receipts and
Payments of the
Treasury Fund.

Three quarterly statements of
receipts & payments of the
Treasury Fund to be audited

OCAG/SAO completed 3 quarterly
statement audits for periods ended
31 December 2010, 31 March 2011
and 30 September 2011.

Coverage of these audits are in the
report.

2. Audit of annual
Public Accounts.

One set of Annual Public
Accounts for 2010/11 to be
audited subject to submission
of draft by the Ministry of
Finance

OCAG/SAOQ completed the audit of
the Annual Public Accounts for
2008/09 and 2009/10.

Coverage of these audits are in the
report.

3. Pre-audit of Treasury
daily cheque listings

100% of daily cheque listing
received for pre-auditing are
cleared daily

The performance quota or target of
100% cheques pre-audited and
passed daily was achieved.

Work is being carried out in the
Audit Office Institutional
Strengthening Project to improve
the capture and reporting of this
Audit Office Output.

4. Audit of Government
Ministries &
Departments

Targeting 70% of 20 Ministries
to be audited during the year
2011/12 in line with staff
numbers

OCAG/SAO completed 8 ministries
audits or 36% which is lower than
the performance target.

During this period the Audit Office
was working on updating the
arrears in Ministries audits going
back to 2008 and most of these
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were completed in the financial year
2012/13.

In December 2013 all ministry
audits were updated to financial
year 2012/13.

5. Audit of Government
Overseas Missions

Targeting 70% of 7 Missions to
be audited during the year
2011/12 in line with staff
numbers

OCAG/SAO completed 2 mission
audits or 29% which is lower than
the performance target.

During this period, the Audit Office
was also working on updating the
arrears in mission audits going back
to 2008 and most of these were
completed in the financial year
2012/13.

In December 2013, 80% of mission
audits were updated to financial
year 2012/13.

6. Audit of Donor and
Loan Funded Projects

Targeting of 80% of projects
to be audited during the year
2011/12 in line with staff
numbers.

This is a moving number as
projects have differing
requirements every year.

OCAG/SAO completed 20 project
audits during the year 2011/12. This
is the highest number ever
conducted.

In 2008/09 there were 10 project
audits completed.

In 2009/10 there were 9 project
audits completed.

In 2010/11 there were 8 project
audits completed.

7. Interim and special
checks on Ministries

Targeting 50% of 20 Ministries
to be interim/special checked
or audited during the year
2011/2012 in line with staff
numbers

Due to work done on project audits
and update of backlog in ministry
audits, this was not achieved.

8. Auctions and other

Targeting 50% of request or

OCAG/SAOQ responded to all

engagements demand on auctions and requests or demands — 100%
other engagements.
Output 3: AUDIT SERVICES TO STATUTORY PUBLIC BODIES

Performance Measures:
Scope of Appropriation:

This appropriation is for the delivery of the follmg services:
« Audit of the non-delegated or in-house public bsdianual financial statements;
« Audit of the delegated or outsourced public bodiesual financial statements;
* Interim and special check/audits of Public Bodies
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Performance Measures:

Activity:

Quantity:

Achievement:

1. Audit of Public Bodies
(beneficiary & trading) — Non-
Delegated

Targeting 80% of 15 delegated
or outsourced public bodies to
be audited during the year
2011/12 in line with staff
numbers of appointed
Auditors

11 or 73% of outsourced
audits were completed within
financial year 2011/2012

2. Audit of Public Bodies
(beneficiary & trading) —
Delegated

Targeted 80% of 19 non-
delegated or in-house public
bodies to be audited during
the year 2011/12 in line with
staff numbers of the Audit
Office.

17 or 89% of in-house or non-
delegated audits were
completed within financial
year 2011/12

3. Comprehensive surprise,
spot or interim checks
focusing on prevention and
deterrence of irregularities
and losses of public resources

Targeting 50% of 34 Public
Bodies to be interim/special
checked or audited during the
year 2011/12 in line with staff
numbers.

Due to work done on the
update of backlog in non-
delegated public bodies
audits, this was not achieved.

4. Auctions and other
engagements

Targeting 50% of request or
demand on auctions and
other engagements.

OCAG/SAO responded to all
requests or demands — 100%

The reasons for variations between actual perfocenand target were:

= Delays in preparation of financial statements byligusector entities responsible under

statutes for the preparation and submission ottfieancial statements;

= |ncompleteness and incorrectness of draft finarst&kbments submitted for auditing;

=  Some projects are only required to be audited vexgenditure exceeds a certain threshold;

= Updating or clearance of backlogs going back td0300

As part of changes currently taking place in th&d®f additional performance measures are planned
to be introduced to assist in managing and monigoffice activities. It is anticipated that these

measures will be included in future Parliamentaports produced by the Office

5) Audits and other assignments

Under relevant legislation, the Controller and €Wieditor is required to conduct audits of:

= The Government’'s Annual Public Accounts

= Quarterly Statements of Receipts and Payments

= Ministries

= Public Body financial statements

=  Government Overseas Missions

= Donor and loan funded projects managed by the Erapat of Finance.

The purpose of these audits is to provide assurandke financial management of these entities and,
where applicable, to issue an audit opinion as bether financial statements fairly present the

financial operations of relevant entities.

The results of these financial audits are repdaddeiarliament at least once annually.
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In addition, the Office may undertake special auditexaminations of specific activities conduched
the discretion of the Controller and Chief Auditdhe source of these special audits or examinations
may be by request from Ministers, other member®ariament, the management of Ministries or
Public Bodies or other stakeholders of the Office.

The following table summarises the number of auditd other assignments undertaken during the
financial year ended 30 June 2012.

Audits completed in 2011-2012

Type of Audit Number of
audits
completed
Annual Public Accounts 3
Quarterly Statements of Receipts and 3
Payments
Ministries 8
Public Bodies 33
Government Overseas Missions 1
Donor and Loan funded projects 20
Performance Audit
Special Audit/Examination 4

6) Annual Public Accounts

The Public Finance Management Act 2001 requiressthi@gaMinistry of Finance table an annual report
on the financial operations of the Government om&a This report consolidates the financial
operations of all Ministries.

Under the Act, the Ministry of Finance is requitedsubmit a draft set of statements to the Cormroll
and Auditor-General within four months of the erfdhe preceding annual year. The Controller and
Auditor-General is then required to provide an aoginion on these statements within six months of
the end of the preceding financial year.

During the year, audits were completed and opinissiged on the Annual Accounts for the financial
years ended 30 June 2009 and 30 June 2010.

The audit opinions issued were unqualified with bagis of matters on the failure of the Ministry of
Finance to prepare certain Statements requiredéPtblic Finance Management Act 2001 as well as
other internal control breakdown and weaknessesdriatthe management letter report to the Ministry
of Finance.

It is important that Annual Public Accounts be el and audited on a timely basis so that adequate
accountability is provided for the financial opévat of the Government and its Ministries.

The following table summarises the timing of pregi@n and audit of the Annual Public Accounts
that have been completed and/or progressed as dath of printing of this report.
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Financial Year Date draft submitted for audit Date of audit opinion
Legislative Actual Legislative Actual
requirement requirement
2005/06 1 November 2006 10 October 2007 1 January 2007 25 September 2008
2006/07 1 November 2007 11 September 2008 1 January 2008 16 November 2009
2007/08 1 November 2008 24 September 2009 1 January 2009 24 June 2010
2008/09 1 November 2009 19 December 2009 1 January 2010 4 May 2012
2009/10 1 November 2010 29 October 2010 1 January 2011 4 May 2012
2010/11 1 November 2011 26 October 2011 1 January 2012 20 June 2013
2011/12 1 November 2011 31 October 2012 1January 2013 24 January 2014
2012/13 1 November 2011 31 October 2013 1 January 2014 7 March 2014

Delay in finalising the Annual Public Accounts Hasen an ongoing issue for many years. The table
shows that despite the accounts being prepareduditted on time as was the case in 2006, 2007,
2008, 2010, 2011, 2012 and more recently 2013intmmpleteness in the accounts submitted made it
longer for the audit to be completed due to coiwaestand adjustments that needed to be made.

The following summarises the audit findings incldde the management letters on the audit of the
Public Accounts for years ended 30 June 2009 anmi3é 2010.

Public Accounts

30 June 2009
Unqualified/Emphasié Matter

Financial statements audited:
Type of audit opinion issued:
Summary of audit findings:

1. The Ministry of Finance provided responses on a@bive actions being progressed on the issues
discussed below and the responses are refleceatissue.

2. PFMA 2001 requires that a Statement of Cash FlowlsSiatement of Government Transactions
under the Government Finance Statistics (GFS) Foammaincluded in the Public Accounts. The
Ministry of Finance did not include these two Stag¢ats in the Consolidated Public Accounts for
the year ended 30 June 2009. Work is being proggelsg the Ministry of Finance to meet this
requirement by the Public Accounts for the finahgear 2014/15.

3. A deficit of $7.7 million tad between Receipts & Payments was recorded foritiaadial year
ended 30 June 2009 while the Government budgetedl deficit of $6.5 million tal. The deficit
increased significantly when compared to the def€i$5.8 million tala in the financial year
ended 30 June 2008. The deficit went down to $4lBomtala in the financial year ended 30
June 2013.

4. As in the previous years, the Government continigedpend 5% of its total receipts or cash
inflows for servicing its external debt during thedited period. Debt servicing however increased
to $22 million tak in the audited period higher than any of the mesi4 years. For the year
ended 30 June 2013, debt servicing expenditureased further to $38 million tat the highest
debt servicing expenditure for the last 10 years.

5. The overall outlook for receipts was a 0.03% od$aillion tak decrease of actual receipts from
the financial year ended 30 June 2008 to the filahryear ended 30 June 2009. Furthermore,
there was an under-collection of $25 million talaew compared to the budget for the current
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10.

financial year under review. Compared to the finangear ended 30 June 2013, there was a 3%
increase in actual collections from 2012 of $15illion tala, however there was also an under-
collection of $15million ta.

Of the 20 revenue-producing or cost recovery Miidst 11 did not achieve their budgeted
revenue collection. It was noted that the MinigifyFinance was among these under-achievers.
The number of under-achieving Ministries was raiaeda concern and the Ministry of Finance
was asked to have in place measures to ensureléhations from year-to-date targets were
investigated and Ministries concerned were advésesoon as possible so that appropriate actions
were taken before financial year end. The same euwiMinistries did not achieve the budgeted
revenue collection for the year ended 30 June 20dBever the Ministry of Finance was not one
of the under-collecting Ministries.

The overall outlook in expenditures was a 0.2% bmdillion tala increase in expenditures or
spending from the financial year ended 30 June 20G8e financial year ended 30 June 2009.
The total actual expenditure of $409,637,80&s below the budgeted expenditure of
$412,089,806 and the Ministry of Finance was condadmon controlling Ministries’ spending.
For the year ended 30 June 2013, there was a 3¥as® in expenditure compared to 2012 and
the controls in place also kept actual expenditbetsw budget.

Audit noted that some ministries had overspentrtbeidgeted expenditure. The Ministry of
Finance, through the Budget Division, was askeddsely monitor Ministry spending and advise
Ministries accordingly on the status of their sgagdas well as required actions to be taken to
control spending within the appropriated budged@soved by Parliament.

The audit noted that the Statutory VAGST estimdt&l173,702 for the financial year under
review had not been spent. The audit was also athatestatutory remuneration was not subject
to VAGST. Therefore, the audit recommended thauahappropriations submitted for approval
should be checked and should accurately refleardltipated expenditure. Improvements were
being made towards correct accounting for StatuiWaST as evident in the Public Accounts
for the year ended 30 June 2013.

We noted from our review of Statutory Remuneratipenditure that the following accounts
were overspent because some expenses were undgtbéddFor instance, the NPF and ACC
expenses for Parliamentary Under-Secretaries shmultdl% (NPF 10% plus ACC 1%) but the
estimated budget was for 6%. Similarly, the ovenglpeg for the Samoa Audit Office was due to
untaken annual leave paid but was not budgetednfdhe annual appropriation. The audit
recommended that Estimates should be checked tjldsofor accuracy and completion of all

anticipated expenditure.

Purpose Estimates $ Actual $ Variances $ Overspent %
Audit Office Act 1961 125,500 135,358 (9,858) -8
Parliamentary Under 2,072,664 2,089,207 (16,543) -1
Secretaries Act 1968
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Public Accounts

Financial statements audited: 30 June 2010

Type of audit opinion issued: Unqualified/Emphasié Matter

Summary of audit findings:

1.

The Ministry of Finance provided responses on @tive actions being progressed on the issues
discussed below and the responses are refleceatmissue.

PFMA 2001 requires that a Statement of Cash FlowlsStatement of Government Transactions
under the Government Finance Statistics (GFS) Roamaincluded in the Public Accounts. The
Ministry of Finance did not include these two Stag¢ats in the Consolidated Public Accounts.
Work is being progressed by the Ministry of Finaoemeet this requirement by the Public
Accounts for the financial year 2014/15.

The Government of Samoa recorded a deficit of $idilBon tala for Receipts & Payments for
the financial year ended 30 June 2010 which wasfgigntly lower than the $103.8 million tala
deficit anticipated. The deficit has again increaffem the $7.7 million tala deficit in the last
financial year. The deficit went down to $4.3 naifli tak in the financial year ended 30 June
2013.

Total debt service as a percentage of total recéqutthe 5 year period are tabulated below. The
year 2010 saw an increase to 6%. The increaselih skervice was mainly due to the high
expenditures in the infrastructure projects comradr@nd ongoing at the time. These projects
included the Samoa power sector expansion projedtastructural management project,
rehabilitation of petroleum storage facilities @t construction of Building for the Ministry of
Justice, Courts and Administration and the Parliary Complex. For the year ended 30 June
2013, debt servicing expenditure increased furtiyé&38 million tai — the highest debt servicing
expenditure for the last 10 years. It is expecked this debt service amount and percentage will
reverse in the medium to long term in accordandh thie debt management strategies currently
being implemented by the Ministry of Finance aftecovery from shocks caused by global
economic trends and natural disasters such asuharni of 2009 and Cyclone of 2012.

VEAR TOTAL TOTAL DEBT DEBT
RECEIPTS ($) SERVICE ($) | SERVICE/RECEIPTS (%)

2006 346,324,000 17,087,296 5%

2007 429,862,000 17,940,409 4%

2008 444,744,000 19,387,707 4%

2009 444,618,000 22,041,365 5%

2010 414,140,947 24,277,946 6%

The end result of financial transactions of Govegntrfor the financial year 2009/10 was
a Government Capital Deficit of $50.9 million. Fre five year period going back to
2006, this is the first time the Government Capiak in deficit meaning total recorded
assets of the Treasury Fund were less than thieréatarded liabilities. Similar positions
were experienced in previous years before theyears under comparison especially in
the 1980s and 1990s notably during periods of eminaownturn and recoveries from
natural disasters and agricultural blights. Thauficial year ended 30 June 2013 saw this
net liability or capital deficit position reversdshck to a capital surplus of $182,187
million tala after 3 consecutive or successive years of cagéhtits in 2010, 2011 and
2012. This has come about after the Ministry ofalRce recognized infrastructural assets
Report on the Operations of the Office, 1 July 2011 to 30  June 2012

10



Samoa Audit Office

built as part of the recovery effort from the 2@6@nami and 2012 cyclone as well as part
of the significant infrastructural projects refetr® in 4 above. The Ministry of Finance
is progressively working to recognise other siguaifit infrastructural assets currently
existing and currently being built with the aimao€tomplete and full recognition of major
and significant assets by the financial year en@didune 2015.

Actual total receipts increased from $444.6 milltata to $449.2 million tala resulting in a slight
increase of $4.6 million tala or 1%. Actual totateipts for the financial year ended 30 June 2010
exceeded budgeted estimates by $44.6 million tald %. The increase in total receipts for the
period include cash received directly and indisebtl the government from overseas and local
donors for the purpose of tsunami recovery workn@ared to the financial year ended 30 June
2013, there was a 3% increase in actual collecfiams 2012 of $15.1 million tal however

there was an under-collection of $15 millioratal

Actual total payments increased by $8.8 millioratalr 2%, a total of $461.1 million tala
compared to $452.3 million tala in the financiahyended 30 June 2009. Actual total payments
for the financial year ended 30 June 2010 was kefw the budget by $47.3 million tala or
10% For the year ended 30 June 2013, there was a 3%as®in expenditure from 2012 and the
controls in place also kept actual expendituresvodludget.

The actual deficit for the Treasury Fund increasech $7.7 million tala in the prior year to $11.8
million tala during the financial year ended 302010 which was still better than the estimated
deficit of $103.8 million tala.

The table below shows all Ministries’ actual re¢gipgainst budget. Some ministries’ collections
exceeded estimates and as much as 85%, while samsries under-collected, some as low as
152%. The overall collection by all Ministries w2& more than the budgeted amount. Ministries
with collections exceeding budget should be comradnd

RECEIPTS BY MINISTRY 2010 Estimate Over/(Under) | Percentage

$ $ $ %

Agriculture 638,908 461,762 177,146 28%

Attorney General 17,694 20,000 -2,306 -13%

Audit Office 259,422 331,647 -72,225 -28%

Commerce, Industry and Labour 268,627 302,240 -33,613 -13%

Communication, Information

and Technology 2,254,399 2,767,806 -513,407 -23%

Education, Sports and Culture 354,330 287,000 67,330 19%

Office of the Electoral

Commissioner 27,209 4,000 23,209 85%

Finance 47,220,926 34,369,624 12,851,302 27%

Foreign Affairs and Trade 760,582 632,061 128,521 17%

Health 28,414 30,300 -1,886 -7%

Justice and Courts

Administration 729,810 710,000 19,810 3%

Legislative Assembly 65,255 65,000 255 0%

Natural Resources and

Environment 1,132,408 1,255,166 -122,758 -11%

National Health 0 0 0

Police and Prisons 163,022 156,250 6,772 4%
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Public Services Commission 0 0 0

Prime Minister 4,136,476 3,937,500 198,976 5%
Revenue 354,051,360 356,800,067 -2,748,707 -1%
Women, Community and Social

Development 280,064 705,300 -425,236 -152%
Works, Transport and

Infrastructure 1,322,057 1,369,686 -47,629 -4%
Bureau of Statistics 429,982 425,266 4,716 1%
TOTAL RECEIPTS 414,140,945 404,630,675 9,510,270 2%

10. The delay of posting by the Ministry of Financeoirkinance One meant that some Ministries’
actual collection were under-reported in ScheduldHe variances as noted below had been
posted in the subsequent financial year 2010/11.

Ministry Actual According to Actual Confirmed from Variance
Schedule 1 Ministry
Attorney General $17,694.00 $21,129.00 $3,435.00
Audit Office $259,422.00 $441,275.00 $181,853.00

11. It was evident from the cash books tested by ahditthere was still recurring delays in
banking, violating the standard implied procedurprompt and intact banking.

12.The table below shows movement in Ministry expandié comparing actual against
budget. Expenditures by each ministry were all Wwebaidget and overall expenditure of
government was also below budget. However, it watedhthat there were ministries
with very high percentage of under-spending.

EXPENDITURES BY MINISTRY 2010 Estimate (Over)/Under | Percentage
$ $ $ %
Agriculture 10,875,862 | 13,714,887 2,839,025 21%
Attorney General 2,691,430 2,928,482 237,052 8%
Audit Office 2,340,339 2,461,511 121,171 5%
Bureau of Statistics 2,610,380 2,783,348 172,968 6%
Commerce, Industry and Labour 11,919,878 15,129,535 3,209,657 21%
$Z$r:;2ig°;ﬁ°n' Information and 3,709,202 | 6,381,664 2,672,462 | 42%
Education, Sports and Culture 69,615,357 79,001,711 9,386,354 12%
gi'lciiiitgﬁe?ecmra' 1,236,470 | 1,297,094 60,624 5%
Finance 53,833,089 | 62,760,605 8,927,516 14%
Foreign Affairs and Trade 15,679,458 18,659,153 2,979,695 16%
Health 58,976,519 | 68,406,739 9,430,220 14%
Justice and Courts Administration 6,922,229 7,426,366 504,137 7%
Legislative Assembly 2,937,400 3,039,525 102,125 3%
Natural Resources and Environment 15,124,587 23,274,281 8,149,694 35%
Ombudsman 359,823 379,083 19,260 5%
Police and Prisons 17,145,023 | 18,187,468 1,042,445 6%
Prime Minister 6,264,725 6,841,119 576,394 8%
Public Services Commission 2,501,014 2,622,398 121,384 5%
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Revenue 7,364,706 8,154,139 789,433 10%
Women, Community and Social 7,113,706 | 8,180,923 1,067,217 13%
Development

Works, Transport and Infrastructure 69,301,696 | 116,688,440 47,386,742 41%
TOTAL PAYMENTS 368,522,896 | 468,318,471 99,795,575 21%

13. Audit found the following accounts for which thexere substantial under spending
when compared to budget estimates.

Underspending Actual Estimates Variance Percentage (%)
Parliamentary  Pension $585,406 $847,406 $262,000 31%
Scheme

Underspending

Duty Drawbacks $1,017,919 $4,500,000 $3,482,081 77%
Awards- Merit Act 1999 $3,000 $75,000 $72,000 96%
Income Tax Refunds $5,689,970 $8,000,000 $2,310,030 29%

14. Audit ascertained that Unforeseen spending for hbkw listed Cabinet directives
actually exceeded the amounts as stated for threwegub purposes:

FK #s FK Name Stmt Amt FK Amt Var$

F.K. (09) 41 | Electrical Installment for MJCA $173,806 $168,522 $5,284

F.K.(09)45 | Funds proposed for MICA | $163,057 $150,000 $13,057
Preparation for their building at
Mulinuu

15. Audit noted one instance in which a Cabinet Direct{(F.K.) for the Independence
preparation was issued without an anticipated ob#te item to be procured (tent) and
so audit was unable to confirm the approval of ghgment made to purchase the tent
from unforeseen expenditure as there was no antowampare the actual costs to.

16. The audit noted the overall collection from donansl pledges for the Tsunami being
well below the budgeted or estimated amounts. These the actual donations received
during the financial year 2009/10 however otheradimms were received in financial
year 2010/11.

TOTAL RECEIPTS | ACTUAL 2010 ESTIMATE 2010 VARIANCE %
Total Receipts $35,107,012 $55,811,947 $20,704,935 37%

17. The audit noted a surplus of $1,345,597 when dédyetctual payments of $33,761,415
from actual receipts of $35,107,012 however th@lsaris only of mild significance or
substance when 37% of estimated pledges had notdmdected and coupled with the
fact that actual payments were well below estimatesvell as delays in executing of
recovery plan by implementing Ministries. More reeny work was carried out during
financial year 2010/2011.
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18. There were outstanding debts owed by public bodiesindividuals carried over from
the previous financial year. The Public Bodiesrigtenance and Accountability)
Regulations 2002 Schedule 7 paragraph 25.2 reqgairesmpany to pay dividend in
accordance with the government’s dividend policyadgised by the Financial Secretary
from time to time. Audit noted that the followingrporations have not made any
dividend payments to the Government of Samoa (G&8) neither have reflected a
liability in their accounts for dividends payabtethe GOS.

« Agriculture Store Corporation as at 30 June 2010

» Development Bank of Samoa as at 30 June 2010

e Samoa Shipping Corporation as at 30 June 2009

e Samoa Airport Authority as at 30 June 2008

« Samoa Shipping Services as at 30 June 2009

e Samoa Sports Facilities Authority as at 30 June3200

e Samoa Trust Estates Corporation as at 30 June 2009
e Samoa Water Authority as at 30 June 2010

19. Audit noted short banking of $15,056 and a totaluaposted receipts of $16,622
($15,056 of short banking included) when examinthg client's work paper for the
District Affairs Trust Fund account. Short and obanking were part of an irregularity.
This is further exemplified by the table below:

DISTRICT AFFAIRS TRUST FUND
Actual Banking General
Receipts Ledger
$543,230.00 $528,174.00 | $526,608.00

Short Banking $15,056.00
Unposted $1,566.00
Total Unposted | $16,622.00

Tsunami Financial Statements
Financial statements audited:  September 2009 tmd2011
Type of audit opinion issued: Unqualified

Summary of audit findings:

On the 29 September 2009, a tsunami struck regutifoss of lives and destruction of infrastruetur
including private dwellings, schools, roads, elettl, water supply and telecommunications faalti

Under Section 30 of the Public Finance Managemant2801, if a state of emergency is declared
under Article 105 (proclamation of emergency) oé tBonstitution, the Minister of Finance may
approve such expenditure from the Treasury Funddet such emergency, whether or not there is an
appropriation by the Legislative Assembly availafolethat purpose.

In response to the tsunami disaster, private andldement partner donations were received by the
Government of Samoa (GOS). The First Supplemertadget passed by Parliament in January 2010
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(Supplementary Appropriation Act (No.1) 2009/10paged the pledged development partners &
private donations and tsunami expenditure estimates

The donations/pledges estimated to be received frdevelopment partners and private
individuals/organisations including the GovernmeaofsAustralia, New Zealand, United States of
America, European Union, Asian Development Bank atfter Foreign Government and Private
Donations for the financial years 2009/10 and 201®/as $62.4 million. Total funds received by the
GOS by the end of financial year 2010/11 from depelent partners and private donations amounted
to $41.7million.

Due to the emergency nature of the recovery anahititation program, the funds received as well as
their disbursement were not earmarked. Funds wexeived into the Treasury General Fund and
disbursed according to the priority needs stipdlatethe Tsunami Recovery Program.

Except for Government financing of the deficit beem Tsunami receipts and payments, the Statement
of Receipts and Payments of the Tsunami Fund shawst donated and received from donors
specifically for the Tsunami disaster and the appion of these donated funds to various relief,
recovery and rehabilitation activities in accordamnith the Tsunami Recovery Plan. These cash
donations were received into the Treasury Fundkapd in the special Tsunami Fund until application
to relief, recovery and rehabilitation activities.

The Statement excluded funds and cash receivedbass land grants for specifically targeted
programmes such as the tsunami tourism rebuildiagrpmme, China's education programme and the
UNDP's early recovery programme.

The expenditure for the Tsunami was appropriatedeunead sector Ministries. The total
appropriation of $68.7 million was allocated to foowing Ministries:

2010- 2011 2010

Actual ($) Estimate ($)
Ministry of Agriculture 2,160,953 2,500,000
Ministry of Commerce and Labour 500,000 2,500,000
Ministry of Communications & Information Technology 2,000,239 2,075,400
Ministry of Education, Sports & Culture 3,968,542 5,245,572
Ministry of Finance 417,180 1,012,000
Ministry of Health 2,628,598 8,090,926
Ministry of Natural Resources & Environment 5,918,981 6,341,467
Ministry of Police and Prison 275,024 345,752
Ministry of Women, Community & Social Development 844,202 920,987
Ministry of Works, Transport & Infrastructure 32,756,170 39,703,735
Total (Samoan Tala) 51,469,889 68,735,838

Report on the Operations of the Office, 1 July 2011 to 30  June 2012

15



Samoa Audit Office

Due to delays faced by some sectors during thdalinigear (2010) of tsunami recovery
implementation, funds were carried over to 2011 asedtors were allowed to continue with their
tsunami recovery implementation program. Approxeha$9.77 million of programmed Tsunami Re-
construction was financed by the GoS which wasigigrtsourced from the World Bank and ADB
Budget Support loans.

Actual spending on Tsunami Reconstruction durirgy fthancial years ended 30 June 2010 and 30
June 2011 were also reported and audited sepanatidg Consolidated Public Accounts for these two
years.

The physical achievements and impacts of Tsunandsiand expenditures were detailed in two Post
Tsunami Report prepared by the Ministry of Finambéch have been published already in the private
media. The second of these reports contain thdifidhcial statements for the period of the tsunami
and reconstructions including the audit opinionttey Audit Office on the financial statements. There
was no specific performance audit conducted onpirdormance and physical achievements of the
various sectors of Government involved in tsunastated activities, although the Audit Office was
part of many physical inspections conducted byrtfamy tsunami reconstructions teams during the
reconstruction period which indicated satisfactiymmerally in the progress and achievements against
plans and objectives of the reconstruction plan.

7) Audit of Quarterly Statements of Receipts and
Payments

Section 108 of the Public Finance Management AftLa@quires that the Financial Secretary within a
month of the end of each quarter except the finalrigr, forward to the Audit Office a summary of

Receipts and Payments of the Treasury Fund fronbéginning of the financial year to the end of

each quarter.

Clause 16 of the Audit Regulations 1976 requiresAhdit Office to certify any quarterly or annual
abstract of receipts and payments within 28 dayeoéipt or as soon as possible and return them to
the Financial Secretary.

The following table summarises the timing of pregp@n and audit of the quarterly summaries that
have been completed as at the date of printingisfréport.

Financial Year Quarter Date draft submitted for audit Date of certification
Balance date Legislative Actual Legislative Actual
requirement requirement
2010/11 31 Dec 2010 31Jan 2011 | 7 Apr 2011 28 Feb 2011 5 October 2011
2010/11 31 Mar 2011 30 Apr 2011 | 27 Apr 2011 31 May 2011 5 Oct 2011
2010/11 30 Sept 2011 310ct 2011 | 14 Nov 2011 30 Nov 2011 19 Apr 2012
2011/12 31 Dec 2011 31Jan 2012 27 Apr 2012 28 Feb 2012 6 Nov 2012
2011/12 31 Mar 2012 30 Apr 2012 | 27 Apr 2012 31 May 2012 6 Nov 2012
2012/13 30 Sept 2012 31 0ct 2012 | 12 Nov 2012 30 Nov 2012 24 June 2013
2012/13 31 Dec 2012 31Jan 2013 | 31Jan 2013 28 Feb 2013 24 June 2013
2012/13 31 Mar 2013 30 Apr 2013 | 20 May 2013 31 May 2013 4 Dec 2013
2013/14 30 Sept 2013 31 0ct 2013 | 16 May 2014 30 Nov 2013 In progress
2013/14 31 Dec 2013 31Jan 2014 26 May 2014 28 Feb 2014 In progress
2013/14 31 Mar 2014 30 Apr 2013 | 6June 2014 31 May 2014 In progress
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Quarterly Summary

Financial statements audited: 31 December 2010
Summary of audit findings:

1) The Ministry of Finance provided responses on abive actions being progressed on the issues
discussed below. In its response, the Ministry iofaRce indicated that the issues raised were
addressed as part of the ongoing monitoring of #tiiids ledgers during the financial years and
ongoing training were conducted to ensure Ministdenduct ongoing reconciliation and are able
to gain access to their data. The Ministry of Fomnas of the date of the report, was making
improvements to the format and content of the gulgrtsummaries in accordance with audit
recommendations.

2) There was a variance in the amounts on Trial BalaBadget Comparison Reports and Schedule
2 - Outputs and Transactions on Behalf of the State

3) There was overspending in various governments tnyragitputs.

4) Outputs were used to charged expenses with noegphudget.

Quarterly Summary
Financial statements audited: 31 March 2011

Summary of Audit Findings:

1) The Ministry of Finance provided responses on abire actions being progressed on the issues
discussed below. In its response, the Ministry imfaRce indicated that the issues raised were
addressed as part of the ongoing monitoring of #tiiieis ledgers during the financial years and
ongoing training were conducted to ensure Ministdenduct ongoing reconciliation and are able
to gain access to their data. The Ministry of Foenas of the date of the report, was making
amends to the format and content of the quartetgnnsaries in accordance with audit
recommendations.

2) There were discrepancies of actual expenditur@@@0 compared to comparative audited figures.
3) There was a discrepancy of total amount of Unfaedexpenditure by Ministry and by Purpose
4) There were variations in Statement amounts anttitiidalance.

5) There was a difference in amount of Unforeseen Bdtipere for the Ministry of Commerce,
Industry and Labour.

6) There were outputs not budgeted.

7) There were outputs with actual spending exceedinlyéts.
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Quarterly Summary

Financial statements audited: 30 September 2011
Summary of audit findings:

1) The Ministry of Finance provided responses on abive actions being progressed on the issues
discussed below. In its response, the Ministry iofaRce indicated that the issues raised were
addressed as part of the ongoing monitoring of #tiiids ledgers during the financial years and
ongoing training were conducted to ensure Ministdenduct ongoing reconciliation and are able
to gain access to their data. The Ministry of Foemnas of the date of the report, was making
amends to the format and content of the quartetgnnsaries in accordance with audit
recommendations.

2) There was a difference in approved estimates (Bydgmount and figures in Quarterly
Statements.

3) There were discrepancies for 2011 actuals compar€dmparative audited figures.
4) There were variations between Statements amount@galdBalance.

5) There were outputs with actual spending exceedimgéts.

MINISTRY OUTPUT NATURAL OUTPUT | YTD EXP. +OUT. % ANNUAL VARIANCE
ACCOUNTS | CATGORY | COMMITMENTS BUDGET BUDGET S
$

MNRE Transaction on 831512 IDA/Infras | 199,883.39 133 150,000.00 -
behalf of the tructure 49,883.39
State

MNRE Transaction on 831731 UNFCC 37,053.93 124 30,000.00 -7,053.93
behalf of the
State

MOH Transaction on 831902 VAGST 1,099,363.41 442 248,597.04 -
behalf of the Output 850,766.3
State 7

MOF Transaction on 831902 VAGST 1,514,553.33 157 965,310.00 -
behalf of the Output 549,243.3
State 3

MESC Transaction on 831902 VAGST 1,312,738.68 164 800,216.04 -
behalf of the Output 512,522.6
State 4

MCIT Transaction on 831996 Transition | 617.85 0 0 -617.85
behalf of the Cost
State

6) It was noted that actual amount for 2012 and estichfigures for Unforeseen Expenditure did not
agree with the Approved Estimates and first drifchedule 4.

7) There were outputs without budgets.
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MINISTRY | OUTPUT NATURAL OUTPUT YTD EXP. +OUT. % ANNUAL | VARIANCE
ACCOUNTS | CATEGORY | COMMITMENTS | BUDGET | BUDGET
$ $ $ $
AT Transaction on 831806 2,178.06 0 0 -2,178.06
behalf of the
State
MCIT Broadcasting Capital 2,008.70 0 0 -2,008.70
Service
MESC Assets Capital 7,304.35 0 0 -7,304.35
Managements
Services
MESC Transaction on Operating 100.00 0 0 -100.00

behalf of the
State

8) Audit of Government Ministries

The financial operations of all Government Minissriwere consolidated in the Annual Public
Accounts of Samoa prepared by the Ministry of FaeanTherefore each Ministry did not

prepare separate financial statements and acctydihg Office did not issue separate audit
opinions on the financial operations of Ministrigge Audit Office however conducted audits
of transactions and internal control systems ofiires to ensure:

= Transactions were accurate and valid;

» Adequate systems of internal control were in plaoed were implemented
accordingly; and

= Compliance with relevant legislation and regulasion

8.1 Audit Findings and Recommendations

Following the completion of each audit, the Offissued a management letter report to the
Ministry outlining the findings of the audit togethwith recommendations for improvement.

The following summarises the audit findings incldde these management letter reports for
each of the Ministries audited in 2011-12. A sumynaf management responses by the
Ministry has also been included where these wereiged to the Office.

As can be seen in the summary of findings provicledinistries, many of the issues raised
by audit related to deficiencies in internal cohtparticularly in the areas of receipting,
payroll, personnel and fixed assets.

The extent of control deficiencies identified inaties the need for many Ministries to place
greater emphasis on improving the key systems andepses they use to manage and
administer their operations.

Report on the Operations of the Office, 1 July 2011 to 30  June 2012

19



Samoa Audit Office

Office of the Electoral Commissioner

Period covered by audit: 1 July 2008 to 30 June 2011
Summary of audit findings:

1) The Office of the Electoral Commissioner (OEC) pded responses on corrective actions being
progressed on the issues discussed below andspenses are reflected in each issue.

2) Overall the operations and financial and perforneaaaxountability of the Office were found to be
adequate and satisfactory. The following were ntidae the exceptions:

Non-achievement of estimated revenues due to nonrence of events predicted to generate
the estimated revenues, for example there was-atebiion.

Non-utilisation of budgeted expenditures for soragots due to re-prioritisation of events as
well as being more efficient in the delivery of tteéevant outputs.

Delays in payment of a few invoices due to the kRibmission of these invoices from the
suppliers.

No staff appraisal and annual reports preparedhieydffice for financial years 2008/09,
2009/10 and 2010/11 due to commitments to the 2fdrderal elections as well as the
relocation of the Office.

No monthly leave returns for some months for wideC has noted for improvement

Incomplete and outdated fixed assets register rianfiial year 2008/09 due to refusal to
register assets labeled under the Samoa Tel and\NKE were idly scattered in the premises.
These were not recorded in the Register accordinthe Office as they did not have the
relevant details pertaining to the assets and athaiy were in deteriorating condition their
usage predicted to only last for another two ta fowonths.

Inventory/Supplies during audit stocktake were remtorded in the office register. Instead

these were allocated directly to the IT and Recthdis being the requesting party for toners

and archive boxes upon receipt and were therefoteatorded in the Register. As for the

extension cords they were registered in the Staties register that contained the names of
responsible officers whom the stationeries werdgaed to. The officer in charge had been

duly informed to register all stationeries procuirethe register

Office Vehicles Fuel expenditure per annum excedteil of $5,000 for some vehicles in
financial year 2010/11. Audit noted that some viesihad exceeded the limit of $5,000 per
annum. The fuel expenses skyrocketed above its ilingireparation for the General Elections
with the outreach registration conducted in thalrareas and Savaii and notably during the
height of the General Elections. Another factott t@ntributed to the excessive utilisation of
petrol was the continued increase in fuel costs theyears.

Actuals exceeding budget for electricity for theaifincial year 2010/11. The overspending of
utility costs was a direct impact of the prepamtiovolved and the execution of the General
Elections, given that it was a national event. dperation was intense and the office worked
for more than eight hours from the registrationigmbin July 2010 up to April 2011 after the
official count. The extra hours involved meant gased electricity costs in terms of air
condition, lighting and office equipments. Anotlentributing factor to the high expenditure
under electricity was that surcharges increasem fime to time of which the Office did not
have control over, but to implement best alterratito minimise costs at all levels.
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e Accountable Advances (AAs) acquittal reports weot submitted within 14 days to the
Ministry of Finance. The delays in acquitting soAks were due to holidays with the road
switch and the closing/cut-off dates of procesgiagments in the third week of June every
financial year.

« Annual reports were not submitted to Parliamenttf@ two financial years 2009/10 and
2010/11. The Office was planning to table the respsoon.

* No financial statements prepared by the Officetfar financial years 2008/09, 2009/10 and
2010/11 as the Office transactions were all cemtrdlwith the Ministry of Finance thus its
financial operations were recorded and reflectedthia Public Accounts. This was a
requirement of the law that required amendment.

* No Declaration of Pecuniary Interests and Conwuidigrepared upon appointment and
annually thereafter by the Electoral Commissionetird) financial years 2008/09, 2009/10
and 2010/11. Audit noted that the Declaration @fuhiary Interests and Convictions was not
prepared by the Electoral Commissioner upon appant and annually thereafter during the
financial years ended 30 June 2009, 30 June 20d3@dune 2011. The Office has noted the
recommendation, however it was faced with gredtcdity in identifying who the initiating
body - was it the Office of the Attorney Generatte Office of the Electoral Commissioner?

Ministry of Commerce, Industry and Labour

Period covered by audit: 1 July 2008 to 30 Jur@l2
Summary of audit findings:

1)

2)

The Ministry of Commerce, Industry and Labour (MTfrovided responses on corrective actions
being progressed on the issues discussed belothamdsponses are reflected in each issue.

From the review done for the Ministry’s budgetegexditure and actual expenditures, audit noted
overspending of various natural accounts for thepeetive financial years under audit. The
Ministry acknowledged and took note of the auditoramendations on the over spent natural
accounts and offered to ensure more realistic Qudigmning at the account level to avoid
overspentaccounts. The Ministry however responded that dutime years under review it
exercised the flexibility allowed for the input mix response to review and reprioritization of
activities during the year to ensure that result$ @merging/evolving issues are implemented and
achieved within each of the six outputs. The Migistplanning of its budget is now more realistic
and where there is a need for reprioritising itualcimplementation of activities, a formal
reallocation of fund and formal approval is souffism the Ministry of Finance, ensuring that
overall budget approved from Parliament is notaéfd. Throughout the above audit period, the
Ministry did not overspend its overall budgetedrappd by Parliament.

3) Audit noted that the Ministry did not achieve itsdgeted revenue for the 3 financial years under

audit.
Financial Year Budgeted Target Actual Received Variance
2009 252,999.84 185,388.70 (67,611.14)
2010 302,239.80 268,626.91 (33,612.89)
2011 301,393.00 260,859.00 (40,534.00)
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e The Ministry had two revenue sources — Administratof Apprenticeship Scheme
and Registries of Companies and Intellectual Ptaserincreases were noted despite
the fact that budgeted receipts were not achieved.

* The Apprentice Scheme did not progress as plansedhere was reduction in
apprentices. Consequently the revenues from thisr8e decreased.

* There were no annual license fees collected simeenéw Companies Act 2001 was
introduced. The companies were sent reminderréette pay outstanding fees but
were not complying. The Registries revenue cdbbaceéxceeded its revenue target for
the financial year 2009/10.

« Based on recent audits for the financial years @érdfleJune 2012 and 30 June 2013,
audit noted a notable increase and improvemergernue collection.

4) The TY76 books numbered 4088, 4378 and 4379 srgidtfor use by the ministry could not be
verified during the time of audit. A register haswnbeen put in place to record, maintain and
monitor these books. Based on the audits of then@iral years ended 30 June 2012 and 30 June
2013, this is no longer an issue.

5) From the review of the Companies Registry, it wated that there were a number of companies
which had outstanding annual returns.

» The outstanding annual returns in this case appearee referring to those
companies that were registered under the Compaeie}955. Companies that were
operating business were expected to file annuahéie fees and pay annual returns,
however the Legislation (Companies Act 1955) atgmukated that “No license fees
shall be payable by a company in respect of ang; yfethe Registrar is satisfied
that...the Company has not during the proceedingvewelonths carried on, and is not
likely during the subsequent 12 months to carryamy, activities for the purposes of
pecuniary gain”. It was clear therefore that a canypthat did not carry on business
would not earn any money and therefore would naht@eposition to pay annual
licenses and pay filing fees for filing any anntetlrns.

* From review of the process used for monitoring aumding returns, follow-up letters
disbursed to companies were some of the measukes ta enforce annual returns
submission, and a list of companies was compiledafgossible lawsuit for non-
compliance. However, the number of companies witstanding annual returns fees
increased from year to year. In the Companies Ammemd Act 2006, there are now
stringent provisions on failure of companies te finnual returns within the month
allocated by the Registrar for filing of such do@nts. Similarly the directors will be
penalised upon conviction for failure to file thenaial returns of the companies when
these are due.

* With the implementation of the electronic registfycompanies in February 2013,
reminder notices are generated and transmittedratically one month in advance
prior to the due dates of the annual returns sb ¢bhenpany directors submit the
returns by the due date. The Ministry is now takimgfurther step to initiate
prosecution of companies that are still operatidndlhave failed to comply with the
statutory requirements pertaining to filing of canjes’ annual returns.

6) After the review of attendance books for the autiieriods audit noted that there were staff
members who either forgot or did not bother to sighafter work each day as per Determination
9 of Government of Samoa HRM Policies & Procedui®scommendations were well taken. The
Corporate Services Unit of the Ministry respondeat ft was continually issuing reminder notes
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for staff to fill in their working hours each daylanagement has committed to taking action if
staff do not comply with policy.

7) From the review of the register for incorporatedisties, it was noted that a number of
Incorporated Societies failed to submit on an ahbasis a set of audited financial statements, a
requirement of the legislation (Incorporated SaegeOrdinance 1952). The Incorporated Societies
Amendment Act 2013 now provides the Registrar withpower to remove societies that fail to
comply with statutory requirements including inédia the filing of annual financial statements.
Such societies could only be restored on the Ragisthey comply with statutory requirements
and upon payment of a restoration fee.

Ministry of Communication, Information and Technolgy

Period covered by audit: 1 July 2009 to 30 June 2011

Summary of audit findings:

1. The Ministry of Communications and Information Teology (MCIT) provided responses on
corrective actions being progressed on the issimmisbed below and the responses are
reflected in each issue. For most of the issuasedaVICIT has noted the issues and committed
to undertaking corrective action.

2. The following weaknesses were noted during thetaudi

Budgeted receipts for some activities were noteaau for the financial year ended 30
June 2010. This was due to the delay in fillingtheancy for a marketing position in the
2AP. The Ministry of Finance was also very aggnessiith setting the target, yet the
2AP operation was not as competitive as commeradio.

Overspending in some activities due to errors andpostings as well as actual
overspending.

Under-utilisation of budget in some activities doalelays in the execution of budgets.
Incomplete documentation and narration detail fgtypcash payments.

Missing accounting/ information/records in Ministeash books file for financial years
ended 30 June 2010 and 30 June 2011.

Non-preparation of ledgers and reconciliation frenues/receipts for the financial years
2009/10 and 2010/11 to detect any posting errordbystry of Finance and unposted
transactions by the Ministry.

Incomplete file for source documents on cash anedicrbased operations like
broadcasting fees for notices, advertisementsratcaso no costing of services to agree
with receipts as per audit samples for July, August September 2009 and August and
November 2010 as well as January 2011 kept by tmidistration/Accounts Division
cashier and the Accounts officer.

No follow-up actions for recovery of aged receiwbiotalling $730,201.57 as at 30 June
2009 due to the Ministry not combining the two Fioa One Ledgers for debtors as they
only followed up the 2009/10 and 2010/11 debtors.

There were debtors with credit balances totallihg,$62.15 and there were also posting
errors because there were no reconciliations weabdf these debtors’ accounts.
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The Accounts Division did not issue monthly invacéor some companies with
advertisements according to broadcasting tapeshfodeledgers.

Debtors for the Office of the Regulator like Broasiing Radio/Television licences have
not been closed off in the Ministry debtors ledgerper Office of the Regulator letter
dated 21 December 2010 in compliance with the Brastihg Act 2010.

Manual Registers of invoices in financial years 200 and 2010/11 were not recorded in
numerical order and there was also no file indexdebtors’ invoices as the filing of
copies of invoices were filed under debtors Names ane file for all Ministries making
it difficult to detect the missing Finance One systinvoice numbers.

No staff appraisal annual reports prepared by Mememt for all employees from
Principal level down to casuals.

No monthly leave returns prepared by the MinistnlyMarch to June 2010, as the Senior
Administration Officer reported that she only pastke leave taken from the attendance
book to leave cards.

The attendance book was not signed and not madkesflect employees’ leave taken in
July 20009.

No leave application forms approval for some emgésyin July 2009.
Leave entitlements for some new employees werpaogited to leave cards.

No monthly leave returns for 2010 to June 2011 qmeg by the Ministry, as the Senior
Administration Officer reported that she only pastke leave taken from the attendance
book to leave cards.

No leave application forms approval for some emgésyin June 2010.
Assets in the Minister’s Office as per Fixed As$eeglister were not labelled.

The Fixed Assets Register included assets alreathsferred to the new Minister of
Works Transport and Infrastructure.

Some assets for the 2AP Broadcasting Division wewe recorded in the Ministry
Register like the tower and shed in Savaii as tepdn previous audit.

Audit noted during audit of Ministry vehicle fuelxgenditures that some Ministry
vehicles had exceeded the limit of $5,000 per anasmequired under budget policies.

Vehicle running sheets were not used by driversrimistry vehicles.

There was budget overspending for telephone, eamailinternet for the financial year
2010/11 as follows:-

Actual Budget Variance
$42,157 $25,890 ($23,779)

Telephone
Internet & Email $32,247 $15,900 ($16,348)

There was an increase in the costs for mobile &@llsome telephone bills and numbers.
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Audit noted during audit of Ministry Aid & Loan Gna Funds that the Ministry did not
prepare General Ledgers and Reconciliations forafidl Loan Grant accounts as they rely
on the Ministry of Finance.

Audit noted that the Ministry did not prepare AnhRa&ports for the four financial years
ending 30 June 2011, 30 June 2010, 30 June 2008Gddne 2008 as the only Annual
Report prepared was for the financial year endihduhe 2007.

Audit noted that the Ministry did not prepare thénlgtry’s next three years Corporate
Plan and Annual Management Plan and Service Charter

Audit noted that the Ministry did not fill up soneétheir vacant positions according to the
Ministry’s current organisation Structure for thelrAinistration/Accounts Division and
other divisions, and the salary rates for some eyegs were not aligned with other
Government Ministries.

Audit noted that all minutes of the National ICT r@mittee meetings were not signed by
the Chairman and Secretary:

Ministry of Education, Sports and Culture

Period covered by audit: 1 July 2009 to 30 June 2011
Summary of audit findings:

1.

The Ministry of Education (MESC) provided responeascorrective actions being progressed
on the issues discussed below and the responsesflaeed in each issue. For most of the
issues raised MESC has noted the issues and cadnotundertaking corrective action.

The following weaknesses were noted during thetaudi

Discrepancies were noted between MOF Accounts Ragkei Finance One reports of
$9,246.43 and MESC Accounts Receivables (AR) repbr$35,214.17, a variance of

$25,967.74

There were debtors resigning from the services waithstanding accounts totaling

$1,432.16

There were outstanding accounts for debtors thpeamed in the Ministry’s Accounts

Receivable report but not in the Ministry of Finar@ne report of $11,212.16

There were outstanding accounts for debtors thatamed in MOF Finance One report but
not in MESC AR report of $1,540.00

There were debtors that paid full settlement ofoaots in MESC AR report but not in

MOF Finance One report of $4,921.37

There was a lack of reconciliation of debtors.

The Internal Audit took long service leave for 18eks without the approval of the CEO.
In addition, he also took annual leave and beream¢heave of various lengths without
any application for leave in file.

A Principal at a primary school in Savai'i took lsieave from the 2 July - 4 September
2011. The Ministry was not able to produce to thtsfaction of the audit any written

evidence of an approval from the CEO for this case.

There was no proper storage room for excess suppliege Senior Asset Management
could not identify the exact number of excess sepphnd stock on hand. The Ministry
has accepted the observation and now resolvedablist a cyclone-proof facility storage

warehouse by 2012 to accommodate all stationeniésranistry records. This project was
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later extended to 2013 due to funding constralPtsper measures have also been put into
place to record stock movements of stationeriestwmols during the distribution.

Copies of acquittal reports kept with the Minisfior records were incomplete. Each
division managed their own accountable advancestellvas no control in place to ensure
that after a certain period of time, all recordsstrie forwarded to the Corporate Division
for updating.

A number of accountable advances were not subntittddOF after 14 days, a breach of
Treasury Instruction 1977, Part N Section 3(1) b.

The audit noted that an accountable advance oD@®3j&as granted for the Research of
Legends and Myths for Samoa Nei Galo Volume 7 imlUgCulture Division) on May
2010. The advance was used inappropriately by ehedr ACEO Culture during the
audited period. The issue was investigated byrternial Auditor who failed to furnish an
irregularity report (IR) to MOF and Audit Office garding the misappropriation of funds
for personal use; a breach of Treasury Instrustit77 Part C, Section C15 and Section
C7. The Internal Auditor and Management failedgcover the misappropriated funds in

full before settlement of end of contract benefitshe former ACEO. A total of $800 was
still outstanding in the end.
Furthermore, the Internal Auditor and Managemeneveavare of one of the Culture Staff
being involved in the embezzlement of governmend$ubut failed to furnish IR to MOF

and Audit Office breaching Treasury Instruction Z%art C, Section C15.
Audit found the following unreported irregularitiége MOF and Audit Office by the

Ministry which breached Treasury Instruction 197artPC, Section C15 and Part K,

26

Section K3.
Date of Location Nature of Employees Estimated | Cost Action taken Status 23/03/12
Incident Irregularity Involved Loss Recovery
18 Sept Samoa Broken rear Rosemarie Unknown Unknown 1. No IR prepared | An IR and copy of
2010 College window screen of  Esera 2. ThelA MESC the receipt for
Principal MESC Van#17. (Principal off) verbally payment of
residence ESP 11 project quoted that damages was
the employee submitted to the
paid for MOF Audit as part
damages, but of their
there was no investigation into
evidence in the matter dated
file. 18 September
2010 - MESC17.
8 Vaipouli Crashed left side Principal of Unknown  Unknown 1. No IR prepared | Old MESC11 Bus
October,  College of Vaipouli school  Vaipouli (tender) 2. Tendered by already sold by
2010 bus — MESC 11. College MOF during FY | MOF through
2009/10 tender.
18 April Lufilufi Broken window of CEO Unknown  Unknown No IR prepared | An IR for the
2011 front left side of damages
MESCH 25 (ESP11 pertaining to
project) MESC25 was
included as part
of the
documentation
for the insurance
company and a
copy was also
provided to MOF
Internal Audit
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Division.
Late April  Culture Misappropriation Former ACEO  $2,550.00 $1,750.00 1. NolR Please refer MESC
2011 Division of accountable Culture prepared IA report
advance funds for 2. Special (Attachment 2).
personal use Investigati | The MESC IA will
on was prepare an IR
carried report and submit

out by the | to your office

IA MESC before the end of
the current
financial year.
MESC will
continue follow-
ups with client as
per agreement to
recover this
outstanding.

* Fixed Assets, office equipments and non-consumiédres such as flash drives, external
drives, etc procured for school activities unddrost fees scheme were not labeled and
registered.

« A complete stock take for both Upolu and Savaiitipgrating schools on all materials
procured under the School Fees Scheme was cautedyahe Samoa Audit Office and
Team of Consultants (TOCs) during August and Sepeen2011. The stock take
discovered a lot of missing items woi$65,313.57($28,627.62-Savaii and $36,685.95-
Upolu respectively).

e There were six Principals who had been Acting StRewiew Officers (SROs) for more
than 12 months. Their responsibilities as Schoidirals had been neglected for long
periods of time.

Ministry of Health

Period covered by audit: 1 July 2008 to 30 June 2009
Summary of audit findings:

1. The Ministry of Health (MOH) provided responsesamirective actions being progressed on
the issues discussed below and the responsedlartas in each issue. For most of the issues
raised MOH has noted the issues and committeddertaking corrective action.

2. The audit noted salary overpayments of $8,611.50faymer employee when salary was paid
even after the former employee resigned. This ayenent relates to the period 28/03/2008 to
17/04/2009 when the overpayment was discovereds Gur understanding that the issue
resulted from the failure of the Ministry to issaeTY15 to the Ministry of Finance to stop
payment and that it was only discovered when thegtlavas printed for the first time. The
Ministry was not able to recover the money as timér employee left the country before the
overpayment was discovered. Emails have been setitet employee but without results.
MOH has nevertheless put in place controls to pretres from recurring.

3. The following accountable advances did not haveli#ted reports.
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Date Min. Reference | Payee Output Cheque | Amount
No

16/09/2008 | HE26/08 Mateo Ah Tong 1-7624-000-707108 58673 $1,800.00
17/09/2008 | HE27/08 Mateo Ah Tong 1-7624-000-707109 58674 $3,750.00
28/11/2008 | HEO553 Rama Vaa 62704 $2,000.00
11/02/2009 | HE149/8/9 Rama Vaa 1-0000-000-105203 65997 $3,000.00
4/02/2009 | SWAP176/08/09 | Gaualufa Matalavea 2039-89-120-77101 65730 $4,560.00
17/02/2009 | SWAP225/08 Gaualofa Matalavea 1-0000-000-105203 66389 $5,700.00
6/03/2009 | SWAP313/08 Gaualofa Matalavea 2039-89-120-77101 67346 $4,740.00
13/03/2009 | SWAP451/08 Gaualofa Matalavea 1-0000-000-105203 67751 $200.00
31/03/2009 | HE120/08/09 Rama Vaa 1-0000-000-105203 68610 $14,280.00
8/05/2009 HE205/08 Rama Vaa 0192-26-000-770101 | 70446 $2,500.00
29/05/2009 | HE216/08 Andrew Peteru 0192-26-000-768202 | 71427 $100.00

Ministry of Health

Period covered by audit:

1 July 2009 to 30 June 2010

Summary of audit findings:

1. The Ministry of Health (MOH) provided responsesamirective actions being progressed on
the issues discussed below and the responsedlatas in each issue. For most of the issues
raised MOH has noted the issues and committeddertaking corrective action.

2. We noted a number of delayed bankings in the panwater audit. MOH has assured the audit
that there will be no more delayed bankings

Date Receipt No Amount | Banking Date Amount Delay
duration
5/10/2009 209200 6.00 15/10/2009 6 8 days
7/05/2010 949875-949876 | 200.00 21/05/2010 200 9 days
20/05/2010 949882 30.00 9/06/2010 30 13 days
28/05/2010 949883 30.00 9/06/2010 30 7 days
3/06/2010 949884 150.00 9/06/2010 150 3 days
3/06/2010 949885 30.00 9/06/2010 30 4days

3. We noted from our review that there was no recatimh of accounts receivables done by the
Ministry to assist them in the monitoring of outsling accounts. MOH acknowledged the
weaknesses and vowed to strengthen and improve.

4. The following table shows payment of previous yeM®H has committed to addressing the
issue and preventing it from recurring.

Batch No Payee Amount Date of Invoice | Date paid
200684 Quality Broadcasting Ltd 2,213.00 19/6/08 1/5/10
201352 Seb & Rene Sports 2,750.00 27/5/05 7/5/10
201352 Seb & Rene Sports 480.00 11/11/05 7/5/10
201352 Seb & Rene Sports 300.00 14/11/05 7/5/10
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205874 Inalani’s Catering 184.00 14/3/08 16/6/10
205890 Inalani’s Catering 139.00 16/04/08 16/6/10
205888 Inalani’s Catering 213.00 02/05/08 16/6/10
205876 Inalani’s Catering 338.00 08/05/08 16/6/10
206635 Quality Broadcasting Ltd 525.00 01/03/08 17/6/10
5. We noted that most laptops of the Ministry were labelled nor recorded in the Fixed Assets
Register.
Responsible Officer/Division Serial Number Brand
HPPSD-Reproductive (Perive-old from Saine) | Sn_CNF448010M HP Compaq nx9040
HPPSD-Nutrition (Christine) 5A123160K Toshiba
HPPSD-Surveillance (Saine) Sony Vaio
HPPSD-Surveillance (Take) s/tagC60378ZP SONNY-PCG-7181W
Nursing (Tapai) Sn-CNU5130XHP HP Compaq nx8220
Nursing (Pelenatete) s/n- ACER Extensa
JXEBWOZ)24907070862000 | 5630Z

Ministry of Works, Transport & Infrastructure

Period covered by audit: 1 July 2008 to 30 June 2011
Summary of audit findings:

1.

The Ministry of Works, Transport and Infrastructu(MWTI) provided responses on
corrective actions being progressed on the issim=isbed below and the responses are
reflected in each issue. For most of the issuesedai MWTI has noted the issues and
committed to undertaking corrective action.

The audit noted the high consumption and frequextrdering of stationeries, ink and toners
for photocopier machines and printers.

Audit was not able to verify the existence of vagdixed assets according to their allocated
locations referred to in the Fixed Assets Regishsr.there was no record to confirm the
transfer of these assets within the Ministry.

From audit observations, the audit noted that nesets were purchased for the purpose of
furnishing the new office relocated to the Tui AfDapua Tamasese Efi (TATTE) Building;
however it was later discovered that the new offiee fully furnished and there was no need
to purchase any furniture so procurement was disuosd.

There was no approved work plan or internal audibhual to provide guidelines to the internal
auditor’s work.

Audit noted that accountable forms (vessel cleadocms and building inspection forms)
used by the Asset Management — Building and MagitifDivisions were not
recorded/registered when procured and there wasawod of supply on hand. The practice at
the time of the audit was to record books only wtiery were issued. There were also unused
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Maritime — vessel clearance books scattered aroutite storage container. MWTI has now
committed to address audit recommendations.

7. It was noted that the Annual reports of the Minidtr the financial years 2008/09, 2009/10
and 2010/11 were still in draft form when the audéis completed. It was confirmed in
January 2014 that these have all now been completed

8. Discussions with the IT Officer noted that thereswm formally documented, long term, IT
strategic plan for the Ministry. MWTI responded ttiiaey were working slowly towards the
implementation of such plans as the IT Division baty one Officer.

Samoa Bureau of Statistics
Period covered by audit: 1 July 2009 to 30 June 2011
Summary of audit findings:

1. The Samoa Bureau of Statistics (SBS) provided resgmon corrective actions being
progressed on the issues discussed below andsihenses are reflected in each issue. For
most of the issues raised, SBS has noted the issesommitted to undertaking corrective
action.

2. The following asset could not be located. An irdegty report was prepared for this item.

Date Supplier Description Output Code Location
22/12/10 Samoa Stationery | 4 Drawer 1.4450 BS214/10/11 Lewis
Cabinet

3. The audit noted overspending in internet expengtaivhen compared to approved estimates.

Financial Year Natural Account Total Actual $ Annual Budget $ Variance $
2009/10 746201 53,651.83 37,800.00 15,851.83
2010/11 746201 61,232.24 42,500.00 18,732.24

4.A number of accountable advances were not acquittddn 14 days as required, due to the
nature of the fieldwork by SBS.

9. Audit of Public Bodies

The principal legislations governing financial rejpiog by Public Bodies is the Public Bodies
(Performance and Accountability) Act 2001 and tbelRe Finance Management Act 2001.

Under the Public Finance Management Act 2001, digpudody is to prepare and furnish to the

Shareholding Ministers and to Treasury, within fownths after the end of the public body’s finahcia

year, an annual report on the operations of thdigpbbdy and a budget performance report for that
financial year, together with financial statements.

Before furnishing financial statements to the Shalding Ministers and Treasury as indicated above,
a public body shall submit them to the Controlled @&uditor-General who shall report on the extent
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to which they present fairly the public body’s firtdal transactions and position and comply with its
Corporate Plan.

On receipt, the Responsible Minister shall causediports and financial statements, together igh t
report of the Controller and Auditor-General, tolaiel before the Legislative Assembly forthwithitif
is in session, and if not, at the commencemerft@hext ensuing session.

Under the Public Bodies (Performance and Accolilittgb2001, notwithstanding the provisions of
the Companies Act 1955, the Companies Act 2001 amd empowering Act the Controller and
Auditor-General is the legislative auditor of ev@uyblic Body and of every subsidiary of every Pabli
Body, and, for the purposes of the Companies ABbl&nd the Companies Act 2001 shall have and
may exercise the functions, duties, and powersncduwditor appointed under the Acts and all such
powers as the Controller and Auditor-General hateuthe Public Finance Management Act 2001 in
respect of public moneys, trust money and publperty.

While the Controller and Auditor-General is respblesfor auditing all public sector organisatiohs,
has a discretionary power to outsource some audits.

In 2011/12, 15 financial statement audits were reatéd to be completed by private sector accounting
firms. Even though these audits were contracted, @ontroller and Auditor-General retained
responsibility for monitoring the quality of worlndertaken by the private firms and for issuing the
audit opinions on the financial statements of thblie Bodies.

9.1 Audit findings and recommendations

Following the completion of each audit, the SamaaliAOffice issued a management letter to the
Public Body outlining the findings of the audit &gger with recommendations for improvement.

The audit findings included in management lettersebich of the Public Bodies audited in 2010/11 are
summarised below. A summary of management respdmgsdhe Public Body has been included
where these were provided to the Office.

Accident Compensation Corporation

Financial statements audited: 30 June 2011

Summary of audit findings:

1. The Accident Compensation Corporation (ACC) proglidesponses on corrective actions being
progressed on the issues discussed below andgpenses are reflected in each issue. For most
of the issues raised, ACC has noted the issues@nthitted to undertaking corrective action.

2. From our review of the payments, we noted thatGoeporation did not withhold 10% of the
payments made to the suppliers for the servicedered to the Corporation in accordance with
MFR N- 01/2010. The Corporation has made a comnmitrtee comply with this requirement of
the legislation.

3. From our review of payments, we noted that totakCliors’ fees and expenses included payments
of $5,000 each as approved by the Board itsel§imgian issue of conflict of interest, as the
directors had approved the payments to themseNesconcern was that the Board should have
sought a higher authority such as Cabinet to agptbese payments. The Corporation claimed
that these were not paid as bonuses but as gifectgnize years of service from Board members
before dissolution of Boards before the Generattitias in 2011.
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4. There was no employment contract for the CEO toegouhe terms and conditions of his
employmentAccording to the Corporation, previous Boards asd been tasked with this
job but never completed it. The Corporation stahed the issue will be followed up with
the current Board.

Adriculture Store Corporation

Financial statements audited: 30 June 2011

Summary of audit findings:

1.

The Agriculture Store Corporation (ASC) providedpenses on corrective actions being

progressed on the issues discussed below and shenges are reflected in each issue. For
most of the issues raised, ASC has noted the ismggommitted to undertaking corrective

action.

. During our review of payments, we identified highty allowances paid that did not have

standard deductions taken off. (i.,e NPF, ACC an&PA Management responded that this
was done out of a generous heart towards the emtfpin order for them to have adequate
funds. However, management stated that this hasieew addressed.

Some instances of incorrect and inconsistent cationl were found during examination of

payroll. The inconsistency occurred where anothféices stepped in to substitute for the

unavailable Payroll Officer. Management stated twatective actions have been taken but
also acknowledged that human errors frequently roespecially in this case where another
staff member took over the duties of another.

We noted that leave taken as indicated on timescarére not recorded in leave cards.
Management stated that remedial measures have leken to update posting
weekly/monthly.

A company vehicle was used by a former MinistemNaftural Resources and Environment
during his time and was not returned when his Mémial post ended in 2005. However, this
vehicle was still recorded as assets of the compa8¢ has now confirmed that the motor
vehicle has been written off as it had zero bodkera

. No VAGST returns were filed with Ministry for Revea since the end of July 2010 and

therefore ASC was in breach of the Value Added Gamtd Services Act Tax Act 1992/1993
(VAGST Tax Act 1992/1993) section 57. Managemens waaware of this situation which
also signified that no review was done in ordeageess and to update them with the standing
of the VAGST component. Management has now confirthat the ACEO Finance has now
filed and updated all VAGST returns.
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De

velopment Bank of Samoa

Fin

ancial statements audited: 30 June 2011

Summary of audit findings:

1.

The Development Bank of Samoa (DBS) provided res®non corrective actions being
progressed on the issues discussed below andspenses are reflected in each issue. For most of
the issues raised, DBS has noted the issues anmaittechto undertaking corrective action.

During our review of loans approved during the year noted that there were loans either
appraised without bank statements or bank statentiesit had been misplaced and were not
attached in the loan files. Some clients weretfie farmers who did not have bank accounts; the
Bank relaxed this requirement in cases of goodiegi€lients where loan repayments were
services by a salary earner. All supporting documbkawever according to DBS are now filed.

From our review of loans approved during the yegar,noted that some loan officers included
overtime pay and unsupported income in calculatiogowers’ net surpluses which resulted in
higher ratios. DBS insisted that overtime was maiuded and other income would have been
properly supported before inclusion. The followimgre examples of the reported deficiency:

Account No | Loan Approved Comments
1017197 3,000.00 | Overtime included
1017218 5,000.00 | Overtime included
1003041 3,000.00 | Unsupported other income
1000279 10,000.00 | Unsupported other income

We noted several instances where loan accounteéara have been restructured upon Board’s
approval though capitalizing interest and/or aseafhe restructuring of the loan through
capitalizing arrears and/or interest is to ashistitorrower to ensure that they are able to meet ne
contractual repayments.

From our review of several lending policy documesitshe Bank, we noted an inconsistency in
how the 20% exposure limit to one loan account a@slied. For example, one document stated
that ‘The aggregate equity of the bank at any tinall not exceed twenty percent of its paid up
Share Capital and Reserve Fund'. This policy doaurisecalled‘Development Bank of Western
Samoa Policy — Chapter 1 — Statement of GenerahBss Policies” Another document entitled
“DBS Policy Framework Guiding Loans Operating Depwnt stated that “Investment loans
depend on the repayment ability and value of seesrioffered but limit to 20% of paid-up
capital.”) The inconsistency between these two gyoliocuments is basically where the first
document states “paid-up capital and Reserve famdl’ the latter states only “paid-up capital”.
DBS insisted that they were complying.

Two of the four ratio requirements or covenantswiite European Investment Bank (EIB) were
not complied with based on the banks financial ltesfor the year ended 30 June 2011. DBS
claimed that EIB has agreed to a waiver of theireqents until June 2014. Below is a summary

of these covenants and the ratios from the bamleslts:
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Ratios
Covenants with EIB 2011 2010
1 | Total capital to total assets shall be above 25% (include provision for doubtful debts) 40% 42%
2 | Non-performing loans to total loans portfolio shall not exceed 10% 22% 8%
3 | Provision for loans losses to non-performing loan portfolio shall not less than 90% 58% 151%
4 | Liquidity ratio shall not be less than 1.2:1 1.90:1 2.07:1
7. The DBS Bank Act, under section 26 and 27, has spaeific requirements in terms of signing

off on the annual audited financial statementsadirticular, section 27 requires that all Directors
of the Bank must sign off on the accounts. DBSstesl that it was still complying with the
practice of signature by the Chairperson and an@frector.

Electric Power Corporation

Fin

ancial statements audited: 30 June 2011

Summary of audit findings:

1. The Electric Power Corporation (EPC) provided remes on corrective actions being

progressed on the issues discussed below and shenses are reflected in each issue. For
most of the issues raised, EPC has noted the isswksommitted to undertaking corrective
action.

On scrutinizing the Fixed Assets Register, we olebthat some assets were depreciated at
incorrect rates. The rates were incorrect in thated of difference between the rates on the
financial statements and the actual rates on #texl fasset register. A complete list of these
assets along with the rates, which were employedelated assets of similar category, was
provided to the staff in the Finance DepartmentCHRs made amends as recommended,
however it blamed the external audit process fdr discovering this earlier when it was
EPC’S primary responsibility to adopt correct actting and financial reporting processes
and systems. The following table however summarsm@sae of the discrepancies found in
relation to the depreciation rates in years:

Description Depreciation rates
Financial statements Fixed Asset Register

TAILRACES. 50 77
HEADPOND. 50 77
MAIN INLET VALVE. 50 77
HEADGATES (INCL, SCREENS) 50 59
PENSTOCK (INCL, SURGE PIPE) 50 59
EAST & WEST CANAL. 50 59
E215 Wingle Double Cap Pickup (GIS) 5 10
E252 Steed 4*4 D/Cab for Procurement 5 10

3. From checking the accumulated depreciation, we tifiesh the wrong application of the

months of accumulated depreciation. As the effeqgtervasive and flows to all the categories
of assets, this is a serious cause of concerméovdluation assertion of the Fixed Assets. EPC
has also adopted the recommendation from the eftaudit, although it also demonstrated
the same irresponsible attitude by blaming theragteaudit instead of its own accounting and
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financial management processes. For example, flenvfog table summarizes some of the
discrepancies found:

Description Months of Depreciation

TAILRACES. 120 132
HEADPOND. 120 132
MAIN INLET VALVE. 120 132
HEADGATES (INCL, SCREENS) 120 132
PENSTOCK (INCL, SURGE PIPE) 120 132
EAST & WEST CANAL. 120 132

Financial statements Fixed Asset Register

4,

On analyzing the movement between the two consecfifiancial years, we noted that some

projects were still sitting in the Work In Progregisich had no movement from the prior year.

Leaving the balances in the WIP accounts will lEadver valuation of Assets. This issue was

also raised in the previous management letter. &ff€ed and was making the recommended
changes as a result of the reported issue.

During our analysis of trade debtors, we noticeat there was an abrupt increase in debtors,
which were more than three months in arrears. Téye dbservation in the case of non-
electricity debtors, which accounted for around rillion and the sales on non-electricity
debtors, was also in the range (1.3million). Tindi¢ated that most of the debtors were in
arrears. Some arrears were as old as four years.

As noted during fixed asset sample testing, thetalaposts for overhaul generators were
being depreciated over 40 years. As the effects®éthis capital addition to the fixed assets
would last only for the remaining useful life, ticarrent depreciation estimate was highly
optimistic.

From all the issues regarding fixed assets alremdmgtioned, it supports the point that the
Corporation should be revaluing all their assetsis issue was also raised in the previous
management letter. The values at which the systeset® were recorded in the financial
statements of the Corporation might not reflectdheent fair values of those assets.

During the analysis for cash flow calculations, e@ne across several stock balancing entries
in the Inventory purchase accounts. This aroseusecaf the inaccurate accounting practices
employed by the Corporation concerning inventorgogmition and reconciliation. A list of
such balancing entries is as follows:

Entry Date Description Journal Amount

8/31/2010 INV (261,574.96)
9/30/2010 | STOCK BALANCING ENTRY FOR SEPT 2010 INV (722,113.61)
10/31/2010 | STOCK BALANCING ENTRY Oct 2010 INV (158,790.28)
11/30/2010 | STOCK BALANCING ENTRY NOV INV (118,642.96)
12/31/2010 | STOCK BALANCING ENTRY DEC 10 INV 5,476.90

Report on the Operations of the Office, 1 July 2011 to 30  June 2012

35




Samoa Audit Office

1/31/2011 | STOCK ADJUSTMENT FOR JAN 2011 INV (93,675.59)
2/28/2011 | BALANCING ENTRY STOCK - FEB 11 INV (375,157.87)
3/31/2011 | STOCK BALANCING ENTRY MAR 2011 INV (573,328.46)
4/30/2011 | STOCK BALANCING ENTRY APRIL 11 INV (476,374.18)
5/31/2011 | STOCK BALANCING ENTRY MAY INV (521,296.93)

Total (3,295,477.94)

9.

The audit noted that there were no employment aotdrfor Department Managers. At the
time of printing, EPC was already making progreswards drawing up contracts for
department managers.

Land Transport Authority

Financial statements audited: 30 June 2010

Summary of audit findings:

1.

The Land Transport Authority (LTA) provided respesaon corrective actions being
progressed on the issues discussed below. Forahtist issues raised, LTA has noted
the issues and committed to undertaking correctotion.

From our review of the Manual Register of the Agttalble Forms, we noted that the Traffic
Offence Notice books issued to the police offideranstant fines were never returned to LTA
when the book was closed. According to the Corpoi@¢rvices Division Manager, this
particular issue was raised with the Ministry ofi@othat these books need to be returned to
LTA once finished in order to have proper recondd for audit purposes as well.

We noted that the receipt books issued to the Shxaich were kept there even when they
were completely used up. The Savaii branch Mantdgar requested for new receipt books
once the current receipt book was completed witheturning the completed one. The same
receipting system that was being used at the \éadffice was also adopted by the branch in
Savaii. The Principal Accountant conducted quarteplot checks for the Savaii branch.

There was no evidence of any reviews conducteddnyagement on bank reconciliations, thus
indicating a high level of reliance of the client the system generated reconciliations from
MYOB.

During our review of receipts, we found instancégealayed bankings. As an illustration, the
table below shows those receipts collected ondbpeactive dates and the dates of which these
total receipts were later banked resulting in aylel

Receipt Branch Receipt Receipt Sequence Receipts Banking Days

Date Book Total Delayed
Number From To Date Amount

30/11/2009 Vaitele 8 9491 9500 3,560.00
30/11/2009 Vaitele 9 9501 9547 9,751.00

13,311.00 2/12/2009 13,311.00 2
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4/06/2010 Vaitele 53 20501 20573 28,006.00
4/06/2010 Vaitele 55 21207 21250 18,524.00

46,530.00 8/06/2010 46,530.17 4

6.

10.

From our review of debtors, we noted that thedistiebtors for Motor Vehicle Registration
worth $158,508 was incomplete and may be irrecdlerarhese debtors were transferred
from the Ministry of Works Transport & Infrastruceu(MWTI) of which LTA was a part of,
before separation. Most of these accounts wereegolverable as management had stated that
they have contacted some of these customers arrégpense was that they had already paid
in full. The Authority had no record to confirm wvther these outstanding balances were paid
before with MWTI.

From our review of the inventories, we noted thamnber plates were the only items that
represented the value of stock in the financialestents of the Authority. We noted that
stickers was treated as an expense when they slavie been treated as inventory in
accordance with IAS 2 paragraph 6(a) which stdtas‘inventories are assets held for sale in
the ordinary course of business”.

We could not verify the beginning balance for stickfor the financial year 2009/10 from the
manual register as the authority had no recorgdaice for such. The register book only noted
the issued stickers to the LTA officers without downting the number of stickers issued to
customers daily. In addition, there were no monthlyonciliations done.

From our review of commercial stickers, it could be confirmed from the manual register
and a physical count of the leftover stickers whethe following commercial stickers were
actually sold or not. The stickers were recordethenmanual register, however it was not in
the register whether these stickers were actusdlyed.

Type Sticker Nos. Amount
Commerecial UP1501-UP2000 500
Commercial UP0101-UP1600 1500
Total 2000

We could not determine whether the following prévatickers were sold or on hand at the end
of the period 2009/10 since it was not updatecherrégister.

Months Stickers No Number of
stickers not
on Register

Jan 2009 901-2000 1100

Feb 2009 3001-4000 1000

May 2009 8201-8300 100
Aug 2009 11801-1200 200

12601-13100 500
Sept 2009 13201-13300 100
Oct 2009 14101-14700 600
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11.

12.

13.

14.

15.

16.

17.

18.

14801-15400 600

Nov 2009 16301-17400 1000
Dec 2009 17701-17800 100
17901-18000 100

18401-18800 400

18901-19400 500

Total 6,300

From our review of Property, Plant & Equipment, weted some items had an incorrect
calculation of depreciation as a result of the cdtdepreciation used.

We have noted from our review of the accounts playdiat some payment vouchers showed
supplier invoices were issued before purchase srderis practice is not in line with the
approved processes and procedures in place.

During the audit, we noted that the Authority diat have an Audit Committee as required by
the Public Bodies Regulation 2002. To be in linghwthe Public Bodies Regulations, we
recommended that the Authority, through the BoafdDirectors, establish an Audit
Committee as stated in Schedule 8.2 of the Puldltid® Regulations 2002.

At present, the Authority does not have an interaatlit function, especially with the
increased responsibility due to the number of wagrkgiects in both Upolu and Savaii. A
recommendation for the establishment of an inteaindit function has been noted.

During our audit, we noticed that backup files floe MYOB accounting system were stored
on site. One of the main reasons for creating hadkes is to be able to recover information
in the event of a disaster, such as fire or wadenabe. Storing the backup files on site negates
that purpose.

The Authority did not have well-defined, writtensdster recovery procedures. The time to
make contingency plans is before disaster strikeghat all personnel will be aware of their
responsibilities in the event of an emergency titnathat precludes the use of the existing
Electronic Data Processing facilities.

We recommended that the Authority perform a physigsset count of property and
equipment. In connection with this asset counts gappropriate labeling should be placed
on each asset with numbers that are recorded idettadd asset register. This will help improve
the tracking of assets for disposal and impairnpemposes and also to match what asset is on
hand when compared to the detailed asset register.

From our review of Property, Plant and Equipmentyas noted that certain motor vehicles
had tinted windows which was not in accordance gidkiernment policy in relation to motor
vehicles. To be in line with F.K. (06) 22 and thénidtry of Finance’s Circular Memorandum
2007/02 (issued on 17 January 2007), we recommetidechll government vehicles should
comply with the government policy and especiallgarling no additional enhancements such
as mag wheels or in the Authority’s case, tinteddeivs.
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Land Transport Authority

Financial statements audited: 30 June 2011

Summary of audit findings:

1. The Land Transport Authority (LTA) provided respeason corrective actions being

progressed on the issues discussed below. Forahtist issues raised, LTA has noted
the issues and committed to undertaking correetot®n.

We noted from our review of accountable forms tieaeipt books issued to Savaii were not
returned to the main office. This was also raisegrevious audits and management letters.

Our review noted that the Financial Procedures Mhbituplace at the time of the audit was
still in draft, and had not been approved yet lyrttanagement or Board of Directors.

Our review noted that the Financial Procedures Mhbimuplace at the time of the audit did not
include the procedures associated with the updatk handling of important accountable
forms such as the use of various registers/purobratess.

Our audit noted that Traffic Offence books werenfeissued but had not been returned for
proper accountability/reconciliation. Audit alsoted that Traffic Offence books issued to
Savaii had not been returned. As a consequencsrastdifficult to identify or detect any
missing books for the purposes of reconciling alsted fees as per Act.

Our assessment of the current Receipting processl tioat receipts collected were also being
posted in MYOB as daily batches. The identificatimina receipt batch within MYOB as
shown in the Bank Register and Cash Receipts Repas by a standard code “BAT-total
receipt numbers” and then the total revenue catediVith the substantial number of receipts
collected on a daily basis, we believe this appgroaeakens the paper trail from manual
receipt to MYOB and, as such, exposes the Authddtyhe following consequences and
possible loss:
« It will be difficult to detect which Manual receijg missing from the batch;
« It will be difficult to detect how manual cancelledceipts are being handled and
traced for future monitoring;
* The monitoring and reconciliation of MYOB reportsdamanual receipts will require
resources in order to be effective.

Our review of the receipting process and relatelicips in place noted that there was no
specific section on the handling of Receipts andahis Cash processes and related
procedures. It did not state who was responsibil¢aking the banking each day, or who was
responsible for reconciling any over or under bagkit the end of each day.

Our review of payments noted that the total numbércash cheques issued totaled
$279,415.66 for the period 1 July 2010 — 30 Jurfel 20T his practice was not complying with
section 7 of the Financial Procedures Manual. W aloted that there was no specific
documented policy or procedure in place to hartteprrocess of issuing cash cheques. Given
the absence of a policy to govern cash cheque® han increased risk of loss.
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10.

11.

12.

13.

14.

Our review of payments noted that payments had heade for Gifts and Donations to
various individuals and organisations. However,weze unable to identify a specific policy
to manage and control the use of such discretioergrgnditures.

Our review of payments and related proceduresfgslinoted that the Financial Procedures
Manual did not address other important areas/ kssicycle for the purposes of maintaining
the integrity of financial information, as well asmplying with relevant government policies
and statutory obligations:
» Current Procedures and processes to recognizesthefipurchase orders in place of
requisition forms (commitments);
» Procedures and processes in relation to payrol-nueekly and fortnightly;
* Procedures, processes and controls in place itiorel® the issuance of cash cheques
as well as gifts/donations;
« Maintenance procedures relating to the modificatibthe General Ledger through
the use of journal entries;
» Procedures/policies to control the receipting @Ereies/cash and the debtors process;
* MYOB security settings;
« Monthly reconciliations of main Balance Sheet itgansd subsequent General Ledger
accounts);
» Identification of responsibility/ownership to do tlvi any subsequent updates on
policies/procedures, and,;
* Any related enforcement/disciplinary procedures doployees upon breaching the
Finance Procedures Manual.

Our review of Non-Payroll Payments noted variougnpents being processed and paid
without a proper purchase order to initiate thecpase. This is also a direct breach of the
current Finance Procedures Manual (sections 5 # theoFinance Procedures Manual) on

payments being made to suppliers. Purchase ordergnaimportant part of internal controls

designed by the Authority to prevent any unautlemtipurchases/payments to suppliers. In the
absence of any subsequent detective measures @e, pllaere is an increased risk of

management not detecting and rectifying unauthdriperchases or payments made to
suppliers.

Our review of payroll processes and proceduresdntitat various personal files were not
being updated on a regular basis. We recommend#tetéwuthority to be conscientious in

filing every detail/information for every employée their respective personal files, such as
annual rates for promotions, increments, beneditslifications, contract and other relevant
information. This is for proper record keeping adlas for audit purposes.

We noted from our observation of payroll procesgimgcedures that only one officer was

responsible for the posting of payroll transactiom® MYOB as well as processing the

payroll run afterwards. In order to minimise thergased risks of errors (such as double
posting), we recommended that all data posted hiteeddouble-checked by an independent
senior officer to ensure the integrity of the MY@Bscessed payroll transactions is
maintained. We also recommended to LTA to evaluatgaining scheme to update the
knowledge of payroll officers on a regular basikistwill also reduce the over-reliance on key
payroll officers to run payroll if they are not dable.

Our review of payroll processes and proceduresdnedeious instances of erroneous postings
of payroll amounts to General Ledger within MYOBhET lack of regular reconciliation
between manual records and payroll postings witrdase further the risk of erroneous
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15.

16.

17.

18.

transactions within MYOB. Audit recommended to nm@garaent to review General Ledger
details affected by the payroll process every pajog. Any errors should be easily detected
by reconciling payroll supporting documents to atfostings to MYOB.

Our review of manual payroll records noted thatwmber of payroll batches were not
properly certified by the Manager of Corporate 8y or Principal Accountant before any
bank payouts.

Payroll Date Checking / Verification/ Approval

6-19/9/2010 Not verified and signed by Manager Corporate Services
13/12-26/12/2010 Not checked and signed by Principal Accountant
27/12-9/01/2011 Not checked and signed by Principal Accountant
18/4-01/5/2011 Not checked and signed by Principal Accountant
2/5-15/5/2011 Not approved and signed by CEO

30/5-12/5/2011 Not checked and signed by Principal Accountant

Our audit noted during its inspection of assetpred by the LTA that several items had
been out of commission. These items were mostlstreleic hardware such as UPS, printers,
etc, were still listed on the Fixed Assets Regidfée noted that there were no approved write-
off procedures to guide the official removal ofetssfrom records. Audit recommended that a
Capital Policy detailing write-off procedures bedlaout and approved by appropriate
management level. The Capital Policy will act aguaeline in the official removal of assets
from records and any appropriate actions to be madthe written off items thereafter;
whether assets are to be disposed of, or auctioffedvith the possibility of earning a
recovery. The policy should also detail proper doentation to take effect and appropriate
authority to authorize any write off.

Audit testing on LTA payment vouchers revealed thatfollowing assets were procured and
paid for by LTA but could not be identified in tbeline Fixed Assets Register (MYOB
Records). Our rationale is that these items hadheeh posted to the Fixed Assets Register
online. Unposted assets tend to underestimatethleréflected value of the Fixed Asset
Register, which can result in a misstatement aétasglue.

» 2 HPDeskjetD5560 valued at $608.70 (Chqg No. 1750)

* 1 blue Powershot camera with 1x8GB memory cardehht $652.17 (Chg No. 2066)

The audit found out during the citation of assétst tvarious assets existed and marked as
belonging to LTA were not recorded in the Fixed é&tsRegister. Unrecorded assets promptly
misstate the Fixed Assets Register. Consequemtigcorded assets would increase the risk of
misplacement of asset or theft without the knowéedfithe client.

Asset Code Description
LTA/PPD/117/11 Swivel Chair
LTA/PPD/116/11 Office Desk
LTA/ROM/46/11 Laptop
LTA/CSD/118/11 3 x drawer cabinet
LTA/ROM/54/11 UPS
LTA/PPD/127/11 Couch set

19.

Our review of the MYOB control file settings fouttte following:
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« Ability to post to prior years was still being aetted:;

* The defaultAdministratoruser ID was still being used for posting, modifysnd
updating of day to day operations;

e The ability for MYOB to self check for any errorefore backing up data was
currently not activated.

National Kidney Foundation

Financial statements audited: 30 June 2011

Summary of audit findings:

1.

The National Kidney Foundation (NKF) provided resges on corrective actions being
progressed on the issues discussed below and shenses are reflected in each issue. For
most of the issues raised, NKF has noted the issngesommitted to undertaking corrective
action.

Our review noted few instances of overtime alloveendor nurses paid using petty cash
imprest. NKF has since corrected the deficiency.

Discussions with IT noted that an IT Disaster RecgvPlan did not exist. There was no
documentation available on how users were to beagehin the event of a disaster. NKF has
noted the recommendation for actioning soon.

Discussions with the IT Manager noted that there m@a approved IT Security Policy. NKF
has now confirmed that the IT Security Policy iplace.

From discussions with the Principal IT Officer, d@utbted that there was no documented and
approved IT Strategy for the IT Section within tRational Kidney Foundation. NKF has
noted the recommendation for actioning soon.

It was noted from discussion with the Principal Officer that an offsite backup was not
maintained. Since the report, progress has bee moaset up an appropriate location for an
offsite backup.

National University of Samoa

Financial statements audited: 30 June 2011

Summary of audit findings:

1.

The National University of Samoa (NUS) providedp@sses on corrective actions being
progressed on the issues discussed below and shenses are reflected in each issue. For
most of the issues raised, NUS has noted the isme:gommitted to undertaking corrective
action.

From our review of Westpac cash payments, we ntitadlsome cash disbursements did not
have purchase orders attached to payment vouchigues. university had pre-numbered

purchase order books for ordering of goods andiceswvith designated approval limits for

each university department prepared by budget holdaed approved by the Director of

Financial Services. Our tests of selected purchases payments indicated that purchase
orders were occasionally not prepared and approyetthe budget holder, and therefore not
attached to its voucher. NUS agreed that there avasip in their processes during a

particularly busy time of the financial year; howethey have now established an Internal
Auditor position.
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3. We understand from our observation and inquiriethéoclient that journal entries were made

without formal procedures i.e. they were not padeedpproval by the Director of Financial

Services and there was no journal book or log, @emg proper referencing. From our
discussions with the accountant, he was mainloftfieer responsible with the journal entries
with some or limited journal entry privileges fdret accounts receivable officer. Since the
audit, NUS now has proper journal entry book wirerie Senior Accountant enters all
journalspassed and approved by the Assistant Directoinairige.

Office of the Requlator

Financial statements audited: 30 June 2011

Summary of audit findings:

1.

3.

The Office of the Regulator (OOTR) provided resmmnsn corrective actions being
progressed on the issues discussed below and shenses are reflected in each issue. For
most of the issues raised, OOTR has noted thesssuw committed to undertaking corrective
action.

Capital or net assets continued to decline. Onsecafi this was the ongoing incurrence of
losses as a result of the recognition of the pagbtelecom and radio fees to the Ministry of

Finance as an expense. A change in accountingrneaatas been discussed with OOTR. The
net book values of property plant and equipmenevagrclining. Other indicators of solvency

and financial stability such as the improvementthe equity and current ratios showed

comfort generally. OOTR agreed with the observatiod committed to developing a position

paper on the accounting issues for the Ministrifinince and the Samoa Audit Office.

The loss or deficit situation appeared to have oned even with the payout to the Ministry of

Finance included in expenses. The Ministry of Fagadid not seem to actively monitor the

collections that OOTR was passing over on a redudais if it was in accordance with the

OOTR legislations and regulations. OOTR agreedHerissue to be addressed in its position
paper to the Ministry of Finance

Public Trust Office

Financial statements audited30 June 2010

Summary of audit findings:

1. There were no outstanding issues or matters rglatinhe Public Trust Office and the
financials as shown below indicate improvement.

* Net loss for the year was lower compared to firengar 2008/09;

* There was an increase during the year to totatsssewell as reserves comprising of
government equity, assurance and reserve defiditeserve for legal expenses.

* There was a net increase in cash balances orymosit cash inflows for the year.
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Public Trust Office
Financial statements audited30 June 2011
Summary of audit findings:

1. The Public Trust Office (PTO) provided responsescormective actions being progressed on
the issue discussed below and the response istefln each issue.

2. We noted a considerable number of ledger cardsatbigg not up to datéedger cards should
be updated as soon as a transaction occurs duregedriod. This delayed noting of the
payments/receipts or any other fee charged createsmatch between the ledger card tally
and the overall balance in the electronic copy. BTded that the responsible personnel were
reprimanded on this matter and assured that tH#gmrowould not recur.

Samoa Airport Authority
Financial statements audited: 30 June 2010
Summary of audit findings:

1. The Samoa Airport Authority (SAA) provided respansmn corrective actions being progressed
on the issues discussed below and the responsieisted in each issue.

2. Our review of the bank reconciliation noted tharthwere unbanked receipts for departure taxes
collected by banks dating back to 2008 still outdiag at year end. Departure taxes collected
were supposed to be credited into SAA’s bank adsoafier they were checked and reconciled
by the banks at the end of each day. Upon recagcdind checking, the banks then send the
Authority a copy of the reconciliation statisticr ftheir record keeping. These should have been
cleared with the banks earlier during monthly bae&onciliations. The majority of unbanked
receipts were with Westpac Bank and yet no recofdsrrespondence existed between the client
and Westpac, except for ANZ. SAA responded thagi continuing to follow up with Westpac.

3. The audit noted that PAYE deductions on staff bowase incorrectly calculated resulting in
under deduction of PAYE. SAA has committed to eoting its calculations for future bonuses.

4. There was a withholding tax credit of $81,800 eatrin SAA books for over five years and had
not been claimed from the Ministry of Revenue. SWas still following up the matter with the
Ministry of Revenue when it last updated the Sawedit Office.

Samoa Housing Corporation
Financial statements audited: 30 June 2011

Summary of audit findings:

1. The Samoa Housing Corporation (SHC) provided resp®mon corrective actions being
progressed on the issues discussed below andsppense is reflected in each issue.

2. The Corporation did not have an Audit Committee &idk Management Committee to
undertake functions as stated in the Housing Catjmor Act 2010 Part VII Section 36. SHC
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did not agree that a separate Audit Committee wgsired. Instead SHC was of the view that
whole Board would take on that role.

The audit was of the view that the approval for gegformance bonus in December 2010
should have been elevated to a higher level sudbaiinet as the Board, Management and
staff were all included in this reward. The Audiffi€e indicated to the SHC that these

payouts should not have been approved by the Bamtdey stood to benefit from the payout.

Instead these should have been taken to Cabinepfooval. In addition, the payments should
have been subjected to income tax as per prevailoame tax legislations. SHC insisted that
the payout was to reward all SHC personnel inclusif/the Directors who contributed to the

excellent performance results.

The Corporation did not deduct 10% withholding feom payments made to their suppliers
for services provided so as to comply with the medrax Administration Act 1974 (Clause 8,

Third Schedule) and the Income Tax Rates Act 1XZlause 13, Second Schedule) and
Ministry of Revenue Circular Memorandum MFR N-01¥20SHC agreed to comply with the

income tax legislations.

The Corporation did not have a proper Loan Opemnatianual in place to guide them in the
execution and processing of loans offered to thee@e Public. This should include all types
of loans that can be offered by the Corporatioa,tyipes of securities accepted, how the terms
and interest rates are to be determined, etc. Wiisdd ensure that there are proper guidelines
in place so as to comply with the Housing Corporathct Section 8 Para 3(a) — (d), and to
ensure that all applicants and clients were fdirated. SHC at the time of printing was
already progressing actions to compile a Loans Manu

While staff policies on benefits and entitlementpeared to have been properly formulated,
there is no harm in recommending further improvetsieAn important improvement will be

to disclose to the Board on a regular basis trassfestaff loans between facilities (domestic,
furniture and housing) and that securities docuettand assessed continue to be adequate to
cover the outstanding amount. SHC insisted thairitgovalues of staff loans were sufficient

to cover the maximum balance of $120,000 for haudoans, hence the justification for
acceptance of transfers. Nevertheless, SHC has ittedrto make amends in accordance with
the recommendations of the audit.

Sitting allowances for ex-officios in the Board Directors were paid out for meetings
attended from July 2010 to December 2010 whichndidcomply with F.K. (09)10 and F.K.
(10) Faapitoa 12 which stipulated that all ex-afficin Boards for public bodies should not be
entitled to payment of sitting allowances to beefifve as of 1 July 2010. SHC acknowledged
its oversight of the directive as an honest mistakich they realized in December 2010 when
they stopped paying the sitting allowances.

Samoa Land Corporation

Financial statements audited: 30 June 2010

Summary of audit findings:

1. The Samoa Land Corporation (SLC) provided responmescorrective actions being

progressed on the issues discussed below andsihens is reflected in each issue.
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$1.6 million (equivalent to about 75% of total teadebtors) were made up of debtors with
balances of more than $10,000. This amount wasiadenesl substantial and the management
and the Board of Directors were asked to consid@vf-up actions to be taken against these
debtors. When SLC responded in January 2014,nitodstrated the following corrections
actions:

* Board sub-committee set up for enforcement;
« Board approval for written off of bad debts;
* In-house lawyer on board for commencing civil agtio

There were land sale transactions which were recblietween the Corporation and some
staff members, yet these were not disclosed irfitlamcial statements under Related Parties
transactions, or Employee Benefits to ensure temesgy and compliance with leading
accounting practices. SLC in its response in Jgn2@t4 confirmed that the benefit has been
terminated by Cabinet as per F.K. (13) 06.

Liabilities regarding withholding taxes for Direcsdfees and sitting allowances to be paid to
the Ministry of Revenue were outstanding and wexrtedisclosed in the Financial Statements
resulting in the Corporation’s liabilities beingderstated. An amount is yet to be confirmed
once this matter is assessed by the Ministry ofeReg as the amount owed had accumulated
since the late 1990s. SLC responded that theretienain progress and will be ongoing until
the matter is fully resolved.

From our review of the Corporation’s Corporate PI2007-2010, we noted activities
included in the Plan were not achieved by the elggetime or not near completion despite
2010 being the last year of the Corporate Plan.fél@wing objectives were not achieved as
of 30 June 2010:

* Objective 3:“To ensure best use of land assets of SLC to preraotio-economic
development for Samoa, through diversifying revebase of the economy, and
maximizing returns on investmentDne of the strategies identified in the plan to
achieve Objective 3 was to identify all propertéesl to update the land register. The
Corporation’s land register was not up-to-date ang movement in land (from
disposal, acquisition or revaluation) could nottaeed to the register to confirm such
movement.

¢ In SLC’s response in January 2014, it stated thatidentification of properties was

an ongoing task but progress was hindered by varfagtors such as customary
landowners and squatters. SLC was of the viewithads possible for a near-accurate
count to be ready by the end of financial year 204.3Furthermore, extensive data
search was essential requiring more staff. The $ttipiof Natural Resources and
Environment was also needed for a more detailedl taconciliation from the start of

SLC. The current Corporate Plan of SLC has idettifas a target a complete land
reconciliation by June 2015.

» Objective 4:“To provide effective and efficient support sergiceonducive to
achieving the objectives of the Corporatior©Dne of the strategies identified in the
plan to achieve this objective was to strengthéerital control systems for managing
income and expenditures. The performance measuthioobjective was to increase
income by 15% every year. Income had only increbsetl% from 2009 to 2010.

* In SLC's response in January 2014, it stated tlagngthening internal control
systems was an ongoing process that was furtheoirag by annual audit findings.
Performance measures such as budget estimatesnaaral guidelines set out to

Report on the Operations of the Office, 1 July 2011 to 30  June 2012

46



Samoa Audit Office

meet the stipulated objectives. An 80% achieverhast always been the minimum
target.

* Obijective 6:To facilitate an environment conducive to nurtugismall businesses so
they can become significant contributors to the @G meconomy in the future©ne
of the strategies identified to achieve this objectvas the timely collection of rental
rates from the tenants. Rental payments by tenagits not up to date and tenants’
records for Salelologa Market were not properly imwad and maintained.

¢ In SLC’s response in January 2014, it stated thatlow level of occupancy in the
initial years resulted in flexibility in the colldon approach in an attempt to entice
more tenants. The controls in place included:

» A Finance Officer being recruited to be respormsfbl the area;

» Tenants' reconciliation reports updated on a mgnthésis and tenants
statements issued monthly;

» New system recommended and approved by managemesefficient and
effective controls and monitoring to be use bynadirkets;

» Salelologa tenants’ agreement being revised toud®cl more stringent
measures;

» Tenants arrears updated as at December 2013.

6. The Corporation had not paid the dividend due eo@Government for each financial year for

9.

three consecutive years starting from the finangédr ended 30 June 2007 up to 30 June
2009. There was also no interim dividend paid for financial year ended 30 June 2010
which was due in April 2010. The non- payment oidiénd due to the Government was a non
compliance with the Government’s dividend policyséipulated in the Circular Memorandum
2005/06/07 dated 18 May 2005. SLC paid a divideh#i162,969.50 on 19 December 2011.
An arrangement was also now in place where MOF evdelduct the amount of the dividend
from money owed to SLC, and while SLC was still dv.5.9 million it was still committing

to paying the remaining dividends during the quagteded 31March 2014.

The Corporation was noted to be continuing repaynfy the interest portion of the $2
million term loan with the Westpac Bank. This wadsoaraised in the previous audit but was
still continuing within the current audit periodhi§ arrangement was made because the
Corporation’s current cash flow could not meet tigigation of paying both interest and
principal amount together with the day-to-day ofietpactivities of the Corporation. The
Westpac loan was paid off in November 2011.

An amount of $7,367.43 was disclosedWsknown Debtsunder the Faleata Golf Course
(FGC) Debtors’ listing which shows that there wasproper monitoring done for amounts
owed to the Corporation. Moreover, the Corporati@hnot have an approved credit policy in
place to validate these types of arrangements. fglsonfirmed that credits were allowed by
staff without authorization from management andeithe audit report, no more credits were
allowed at FGC and strict penalties have been eseazton staff for non-compliance.

There were no debtors for the Salelologa markedrdsxl inOther DebtorsandPrepayments
component. The records and documents pertainitigigcarea for the audited period was not
properly maintained and monitored by the respoasibérsonnel. No amount could be
established for this purpose because there wepraper reconciliations of debtors’ accounts
conducted. An attempt to examine the tenants'dtharties) records was unsuccessful as most
of their Third Party records were unavailable. Boeit was referred to SLC reply on Issue 6
above.
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10.

11.

12.

13.

14.

15.

Staff that had debt accounts with the Corporatioerewnot properly followed up for
repayments as evident from the non-movement ohbakafrom the previous year. There were
also staff with outstanding balances but had ajreadigned from the Corporation whereby
recoverable amounts from these employees were tanteSLC stated in its reply that they
were now aggressively pursuing these accounts wilary deductions. Unfortunately,
accounts for departed staff could end up beingevribff as bad debts.

Vehicle servicing, repairs and maintenances costse woaid to two different suppliers
amounting to $93,377.58 and $975,545.25 respeygtivgbt there were no supporting
documents of quotations sought by the Corporatmrerisure that the best supplier was
selected and also to ascertain that there wasefsrand transparency in the selection of the
suppliers. SLC confirmed that this was an oversilgbtvever things will now improve with its
proposed finance policy

The total acres of land owned by SLC together withr values could not be verified by Audit
as the Estates Division was still working in corimgjlithe land reconciliation at the time of the
audit. Land reconciliation should show the movemeand whether it was the acquisition of
new land, transfer or sale of land. It shows tHatienship between the physical assets and
their monetary value that is reflected in the ficiahstatements. In SLC response in January
2014, it stated with supporting documents thatréoerd of land movement has been updated
since May 2012. Total acres of identified survelaat had been verified with revised land
reconciliation.

The signed contract agreement between the Corporatid Birdie’s Bar and Grill Restaurant

for the rent of the Faleata Golf Course canteercespsas noted to have expired on 28
September 2009 and has not been renewed as atthefdhe audit. The outstanding balance
for this rent amounted to $37,511.75 for the apditiod whereas the last payment received
from them was on 18 June 2009. The outstanding attas been handed to the legal officer
for full recovery.

Expenses relating to the Faleata Golf Course (F@&}® included in SLC’s Profit and Loss
Statement instead of the FGC'’s Profit and LosseStaht. These included golf course repairs
and maintenance of $169,860 made up of landscaypats paid to a landscaping business;
and golf carts repairs and maintenance of $526988Bnade up of telegraphic transfer
payments to the middleman referred to in the RepmrParliament for 2009/10. If these
expenses were included in the FGC’s accountsingnéial status would be a loss of around
$652K instead of a $44K profit as reflected in #oeounts. The exclusion of other expenses
related to FGC in its accounts gives a misleadmgréssion of the FGC's financial status.
This would also make users of financial stateméetgve that the FGC was self- sustaining
when, in reality, it could not operate on the raxenhat it was generating alone. SLC will
continue to improve accounting for FGC to identifyrether it was a profitable or losing
operation.

From our review of the level of income and expeamsitfor the current year and in comparison
to the budget, we noted that the Corporation wdsanbieving its budgeted revenue. Actual
revenue was about $7.1 million short which was aBth% of the budgeted revenue and
expenditure was in excess by $3.1 million which whsut 56% of the budgeted expenditure.
SLC in its reply indicated that the target incomeld not be met due to the following reasons
despite still being obligated to meet the targetguenditures:

* Provision of $1.7 million for the sale of land taléle did not happen as planned
during the audited period;

* A similar deal for the $1.2 million sale of land t®togo also did not eventuate as
planned;
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16.

17.

18.

19.

20.

21.

22.

23.

24.

» Sale of the land at Tauese at the sale price & $llion did not go through due to
lack of funds although there were plenty of integdsuyers. In the end, the land was
transferred to the Land Board and the Ministry ofid® at the cost of $4.5 million.

Staff bonuses being paid by the Corporation temployees were noted to be exempted from
tax, a breach of the Income Tax 1974 Part Il Dorisi 3 and 3A. The Corporation’s liability
amount to this effect could not be known at thigetas the Ministry of Revenue was yet to
confirm an amount as this practice had been dopegvious years. In its response in January
2014, SLC stated that it was now complying witls tleigislative requirement.

The Corporation’s contractual employees had thefivé benefits paid out which did not
comply with the Cabinet Directive regarding bersefif CEOs and contractual benefits that
was issued by Cabinet governing all CEOs and comwisha officers for Government
Corporations and Ministries. All these benefits @part of a legal contract existing before the
directive according to SLC, but these have now edass a result of the recent Cabinet
decision.

The Corporation’s contractual posts have never lagertised to the public once a term for
an employee has been completed; hence most ofotfiteactual posts were being renewed
automatically. This arrangement was noted to baiuak it would hinder other staff and the
general public from the opportunity to apply if seeposts were not advertised publicly. This
recommendation was actioned in 2012.

There was no formal employment contract agreemignied between the Chief Investment
Officer and the Corporation to outline the detaifsresponsibilities and duties like all other
contractual posts within the Corporation. As a ltesiithis, there was no clear cut description
of responsibilities and duties between the ChiefdAmtant Officer and the Chief Investment
Officer as both these contractual posts were withimm Finance Division. SLC has made
amends in accordance with the recommendation bgubé.

It was noted that long-serving employees who wengeatly holding contractual positions

were still entitled to long service leave as reedrdn their leave cards, even though their
employment contracts only recognized annual leané saick leave entitlements. The Chief
Administration Officer was enquired as to how caotual employees’ benefits were

administered and she stated that PSC policies usgd, yet under PSC policies, contractual
officers were not entitled to long service leaveC$as confirmed that it was now complying

but the deficiency in the past was a lapse in pamd

It was noted that there were no statutory dedustioade when leave benefits for contractual
employees were being paid out. SLC has made amémdsccordance with the
recommendation by the audit.

A variance of $23,896 was noted between the Salgdohctual monthly collections and their
corresponding bankings; there were no reconcihigtiand no final checking done by the
responsible officer at the Salelologa Market. SL&s hmade amends to address the
recommendation by the audit.

Audit also found that the amounts and dates fortrebshe receipts issued at Salelologa
market during the audit period were altered onrdeeipts’ duplicate copies but not on the
original copies issued to customers to confirm tthet amounts altered were the actual
amounts received. The alterations of the recefstseid dates resulted in late banking of these
funds. SLC, as a result of the audit, terminakexdresponsible officer and also increased spot
checks and follow up.

The Corporation did not deduct 10% withholding feom payments made to their suppliers
for services provided so as to comply with the medrax Administration Act 1974 (Clause 8,
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Third Schedule) and the Income Tax Rates Act 1XZlause 13, Second Schedule) and
Ministry of Revenue Circular Memorandum MFR N-01¥20This was now addressed by the
Legal Officer according to SLC reply in January 201

25. The effective period for interest charged on laalés were manually input by selected staff on

the LMS which was considered to be of high risklabtors' account balances could be easily
manipulated. SLC, in its reply, claimed that cols#nsere in place to address this concern.

26.The audit noted that the Corporation only submiitesbme tax returns for the years 2004,

2005, 2006, 2007, 2008 and 2009 on the 6 OctohEd.26 addition, there were inaccuracies
in the income tax returns as accounting depreciatiates were used in place of tax
depreciation rates. Furthermore, the income tamrmst reflected accumulated tax losses
brought forward from previous years but were naaated as future or deferred tax assets in
the Balance Sheet of the Corporati&h.C, in its reply, stated that the income taximes
from 2004 to 2010 have now been submitted andakedturns for 2011 and 2012

would be submitted in February 2014

Samoa Life Assurance Corporation

Financial statements audited: 30 June 2011

Summary of audit findings:

1.

There were two issues raised in the audit. They etate to documentation of deed of
mortgages and folio certificate. A folio certifieais the identifier for new documents produced
by the Ministry of Natural Resources and Environm@iNRE). This document provides
evidence or proof of owner of lands being mortgagad the status of encumbrances, liens
and other charges to the property.

SLAC provided responses on corrective actions beikgn and consequently the issues raised
have been resolved.

Samoa National Provident Fund

Financial statements audited: 30 June 2011

Summary of audit findings:

1.

The Samoa National Provident Fund (SNPF) providesgponses on corrective actions being
progressed on the issues discussed below andsihens is reflected in each issue.

Through substantive procedures performed, it wdsdhthat the system was calculating the
interest incorrectly for short term loans eg. SA@atm Loan CDL96, where the interest being
charged for the year ended 30 June 2011 was wklivbne interest rate of 13%. SNPF
acknowledged and accepted the issue as correcalaadbointed out the corrective actions
taken such as a review of the system in 2013 whklebuld pick up any error in interest
calculation and fix it immediately.

We noted that Loans Officers appraising the shemtapplications and approving officers
were not complying with the Short Term Loan Scheadicy L. Section (a) states that
approval shall only be granted if loan serviceapib satisfy. Section (g) defines serviceability
“that the repayment shall not be over 40% of nety pafter deduction respectively”
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Application forms were not completed properly talide all members’ deductions and
calculation of the 40% net pay was not in accordamith section (g) of the policy. Approval
was granted even though serviceability was notnia Wwith section (g). In SNPF’s reply in
January 2014, it acknowledged and accepted thesvidwthe audit. However, SNPF also
pointed out the following matters:

* The reality is that when a member in desperatigs ltee assistance of SNPF because
of the death of a relative, a short term loan @tgd outside of the 40% net pay based
on compassionate grounds while considering thedddoan repayment history with
the Fund,;

e The total number of short term loans identifiedthg audit is 11 with a value of
$90,500 which is 0.42% of the total short term |Ipantfolio of $21.5 million. All of
these loans identified by the audit had been padbvzere not in arrears and also none
of these loans had been offset against the memtxamtsibutions.

Our review of the process around short term loagilighted that the deduction amount per
the loan application and the system were not thees&doan default may not be detected by
the system if the monthly deduction is not corsetidbded. In SNPF’s reply in January 2014,
it acknowledged and accepted the views of the atititvever, SNPF also pointed out that
although the deduction amount on the applicatiom&and system may sometime differ, the
member is still deducting the correct repaymentfoy approved loan amount. Another reason
for the difference is when the application loan amnto approved differs from that
recommended resulting in a change in loan repaymentlly a reduced payment.

There were numerous breakdowns noted in the cenproicess around the approval of right -

hand drive loans. SNPF acknowledged and accepteddivs of the audit and also added that
some of these members’ loans fell into arrears wtheim circumstances changed particularly

when they became unemployed. However, despitdalissues raised, SNPF maintained that
none of the vehicle loans had been written offefferts were taken promptly to recover any

default loans; significant improvements have beadenin these areas since 2011. The
breakdown and weaknesses identified in the audided:

€) No proof of insurance of the vehicle purchasedilen f

(b) Bank statements for the applicant were only for thowlespite the policy
indicating the six months of bank statements weggiired.

(© The policy states that the repayments cannot bee ntlwan 40% of the
applicant’s net salary, however it was noted tlmasome approved loans, this
was not the case.

(d) Approved loans were used to purchase a taxi. Thestment policy states
that vehicles purchased under the RHD scheme maisben for a business
purpose.

(e) There was no loan disbursement memos held on tles feviewed and
therefore no finance approval was noted on file.

® Numerous applicants were in arrears at the timtheif application. It was
also noted in one case (Loan V0139), that the eppiihad a loan written off
during the year and had a poor past payment histotgd, yet the loan was
still approved.

(9) In some instances, it was noted that loan monigs distributed directly to

the loan applicant rather than the vehicle sellerone case this led to the
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misappropriation of funds and in another, a différeehicle was purchased
(also had implication for the chattel mortgage taldr the vehicle).

6. There were numerous breakdowns noted in the cenemaund the approval of investment
loans. SNPF acknowledged and accepted the findiofgsthe audit but stated that
improvements have been made in these areas sidde Zhe breakdown and weaknesses
identified in the audit included-

(a) No proof of insurance on file.

(b) No credit checks included on file.

(c) Security ratio below the rate required yet the loas still approved.
(d) No confirmation of employment on file.

Samoa National Provident Fund — Building Maintenanc e Recovery
Financial statements audited: 30 June 2011

Summary of audit findings:

There was only one issue during the audit. Thisesslates to arrears of $24,468.32 which
management and staff of SNPF/BMR needed to addmsg forward. In the reply from SNPF in
January 2014, it stated that:

« Alltenant arrears are followed up on a regulaisbg the Properties Section;

» The tenants are usually given two weeks’ verbadfination to pay off arrears before an
arrears letter is issued. This is followed by aadé#fletter and then the case is referred for legal
action.

Samoa National Provident Fund — Parliamentary Pensi on Scheme
Financial statements audited: 30 June 2011

Summary of audit findings:

1. Review of the bank reconciliations of the Schema& no indication that they were being
checked by a Senior Officer after it was prepargdhie Pension Scheme Officer. SNPF has
committed to making improvements on the weaknesstified.

2. It was noted that the system used to record memlgeritributions and payouts (Excel) was
becoming increasingly impractical as well as tedifar the Officer charged with preparing it
due to the Scheme’s operations becoming more comple recommended that a more
efficient system be implemented for the Scheme saghhe one used by SNPF for its
members. This would minimise errors and data emtiyld be less time-consuming and would
also be more accurate as the Scheme would opénalary to the SNPF. In its reply in
January 2014, SNPF stated that a new system wakgaad in 2012 to resolve this problem.
All members’ contributions are now recorded on thésv system together with the interest
calculation.

Report on the Operations of the Office, 1 July 2011 to 30  June 2012

52



Samoa Audit Office

Samoa National Provident Fund — Senior Citizen Bene fits Scheme
Financial statements audited: 30 June 2011

Summary of audit findings:

1. The accumulated deficit was reduced during the,eam $1.1 million to $15,780 due to
the write-back of unclaimed pension of $1.876 imiilli
2. Excess expenditure was higher in 2011 compared10,2but a total of $1.876 million
unclaimed pensions was written back reducing treuraalated deficit. The increase in
expenditure was due to:
* Increase in the pension payment from$125 to $1fe@tfe from July 2010 to date
« Increase in shipping and health claims
« Payment of staff long service leave
» Net decrease in cash was higher in 2011 than i® 20l consequently there was a
lower cash and bank balance as compared to 2016.fdlh was due to a lower
budget being provided to cater for the increaghénpension plus the main expenses
such as the health, shipping claims and staff litsn&he budget being provided for
the increase was based on 9,000 pensioners; howleeenumber of pensioners
varies from 9,200 to 9,400 per month.

Samoa Ports Authority

Financial statements audited: 30 June 2011

Summary of audit findings:

1. The Samoa Ports Authority (SPA) provided respomsesorrective actions being progressed
on the issues discussed below and the responsieisted in each issue.

2. Minutes of Board meetings were found to be propdrBwn up and maintained. There was
good compliance with Cabinet directives except dofew lapses. There were also regular
ministerial briefings on SPA’s operations.

3. SPA needed to continue to provide the environmedtpmocesses to ensure that oversight by
Cabinet, Minister and Board is active, effectivel aobust. While management held meetings,
the records were not satisfactory. There did ngeapto be active and regular divisional
meetings to assist with the management and operafiagivisions. SPA has committed to
implementing the recommendation.

4. Internal Audit did not perform to expectation. ltasv both under-resourced and used
incorrectly by management to perform managementtioms. Internal Audit should be
adequately resourced and have its own plan anda@rogManagement should not dictate or
interfere with the work of the Internal Audit. Imt&l Audit should report to an Audit
Committee for oversight, and management for ac&# has committed to implementing the
recommendation.
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10.

11.

Management and divisional meetings need to be adelgudocumented as evidence to
governance mechanisms and processes occurringfithidivisions and tone at the top, set
by management to run and operate SPA. Recommendadi® been accepted by SPA for
actioning in future years.

We noted through verification of new recruits pealdfiles for the financial year 2010/11,
that there was no interview performed or evidemgmrt to indicate that there was an
interview executed as per recruitment processdaresemployees. This process according to
SPA was done by the former General Manager as ti¢heaauthority to hire and fire. This
was also done on the basis that the urgency wakedes the time as constructions of wharves
were done during this same period.

Audit noted that 13 employees from the sample sadebad no qualifications documented in

their personal files to indicate that they have dqbalifications required for the position they

applied and were selected for. As explained indg3, the recruitment of all these employees
according to SPA were either done directly by thener General Manager or approved and
endorsed by him under his authority and discretion.

An audit assessment of several rate changes affagithin the audited financial period
showed that several special adjustments were negubet from the government's general
increase on the 1 July 2010 to reclassify salagsraAudit was concerned with the fact that
we were not able to sight the Board of Directofpraval on the special adjustments for
certain positions. In addition to the lack of auttyoon the special adjustments, audit did not
find in personal files of these employees any Getexplanation or consideration supporting
the special adjustments for these employees. Auowprto SPA, this was approved by the
former General Manager as recognition of qualifaocat, performance and service.

From the review of payment vouchers, three quoteseveobtained for purchasing of new
office vehicle (Toyota Hilux for the General Mandgbut instead of selecting the lowest bid
as the usual procedure, SPA chose the second lbigegts a result, the amount paid for was
over and above the lowest bid as well as the algsecond bid. According to SPA,
management considered this matter carefully bef@esset was acquired but the standard of
local vehicles did not meet the international regmient of vehicles.

Payment of staff bonus was approved by the Boasgdan the recommendation by the
General Manager. However, audit noted that the @éhdanager was paid both as a Board
member as well as a staff member. Also, thesedsmwere considered taxable income under
section 3 of the Income Tax Act however no tax deducted. SPA accepted the observation
and recommendations of the audit but maintainstiieabonus was approved by the Board.

There was a significant amount of money spent cersmas payment for the period under
audit. From the analysis of payments, we found #7&2,631.04vas spent on payments to
one New Zealand Company afi@19,839.630 another New Zealand company. These were
the two main companies that dealt with SPA throwghtbe current period as well as the
previous years and some materials supplied by tinaseompanies such as purchase of office
equipments could also be sourced locally. Howewernoted that the Authority did not have
proper procedures in place for selecting these emiep whereby quotes from both local and
overseas companies should be obtained. Instead dBBAobtained quotes from these two
companies. According to SPA, all of the purchaseslenfrom these companies were pre-
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12.

13.

14.

ordered directly by the former General Managerrduhis overseas trips but SPA has now put
in place guidelines for overseas purchases.

The new RHD Toyota Prado bought for the General &dan within the audited period was

resold due to a Cabinet decision in the same yéas. vehicle was also acquired from one of
the New Zealand companies mentioned above. Theadiitle was not openly tendered

however; the General Manager at the time selectath@er of potential bidders and sent out
invitation letters for their bids. It was therefawen over by a local company where the former
General Manager was believed to be the major shllethaccording to a search carried out
by the audit team at the Ministry of Commerce, Btdgand Labour. Again this constituted a
breach of F.K. (11) Faapitoa 05 stating that Gdridemagers or Chief Executive Officers of

Public Bodies and Ministries were not entitled éader for any office vehicle advertised for

tenders.

In reviewing the Fixed Assets Register and schethrleSPA, audit noted with concern the
maintenance costs for one of its assets. A tug tuahased for about 1.2 million in 2007 and
in operation for only two years was noted to beodlisg substantial amount of money for
repairs during the period of this audit. The revigwpayments noted repairs costing more than
$600,000 including fees for engineers hired foeastbility survey on the operating fitness and
serviceability of the tug boat. The cost statedvelgertained to the financial year under audit
and did not include costs accumulated since thet &seke down in 2009. At the time of the
audit, the Authority was not generating future emuit benefits from this asset despite the
cost involved and effort to bring the asset intcation and existence. According to SPA, the
purchase of this asset was recommended to the BowtdMinister by the former General
Manager.

We noted that SPA did not have a register for Rdl&arties but tests indicated the existence
of Related Party transactions. International Actimgnand Financial Reporting Standards

now require Related Parties and transactions tachigely registered and declared. Related
Parties and transactions are defined in the IASIBRS. Focus is on relations between an

entity and its owners, shareholders, subsidiesmeats, suppliers, financiers, bankers,

auditors, customers, employees and so forth. Algegrto SPA, the issue has been discussed
and the practice now is to declare interests alatleik parties.

Samoa Post

Financial statements audited: 30 June 2010

Summary of audit findings:

1.

The Samoa Post (SP) provided responses on cogeatiions being progressed on the issuse
discussed below and the response is reflectecchmissue.

During our review of receipts, it was noted that havaii receipts faced the risk of either
delays or complete omission in posting to the Galnezdger and Subsidiary Ledgers because
of a lack of interface between the main office &aVaii's computers. The information sent
over for posting included only the end-of-day vemttsummary of the total receipts being
lodged, but not the sequence of the receipt numis#saccepted and agreed with the audit
observation and has committed to making improvemeihere are problems with the
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communication link between the islands but SP wlland improve on these problems as well
as including the receipts numbers in the manuarte@as recommended.

During our review of receipts, we found instancdsdelayed bankings from the Savaii
branches. SP responded that management allowegeddiankings for funds collected from
Savaii outlets because of their remoteness fronkibgrfacilities. Transportation costs on a
daily basis to banking facilities would by far ogigh the cash collected on a daily basis. SP
used vaults and strong rooms/safes in each brantdtation for safekeeping until the mail
van takes the cash for banking once a week duriaif) delivery. Since the partnership with
the National Bank of Samoa in 2013, the situatias further improved with the bankings now
done on a daily basis as banking facilities are atswv located in the district post offices.

Some payment vouchers were found with unrecordedust numbers. The audit therefore
was not able to verify whether they were being @36 the General Ledger and the account
these were posted to. SP has committed to impléngetite recommendations to address the
issue.

During our review of certain expense accounts, with some inconsistencies in the posting
of expenses. The misposting of expenses may rasulhnecessary extra time required on
reconciling accounts at month and year-end. Theecbposting of all expenditures is essential
for accurate financial statements. SP has commiittéchplementing the recommendations to
address the issue.

Audit was not able to verify the amount of salestfrthe three branches in Savaii - Salelologa,
Salailua and Asau for the period under audit dug@rtiblems with the system. The audit
however does not expect the sales figures fronethemnches to materially affect the accuracy
of the financial statements but will still acknodtge the issue as an emphasis of ma&ét.
refers the audit to its reply in Issue 3. It alsotnues to work on the improvements of
the deficiencies.

Samoa Qualifications Authority

Financial statements audited: 30 June 2011

Summary of audit findings:

1. The Samoa Qualifications Authority (SQA) providessponses on corrective actions being

progressed on the issues discussed below andsppense is reflected in each issue.

From our review of the leave records and the ldmlances for the contractual employees, we
found that the unused annual leave balances of #meployees were carried forward after the
first and second year of their contracts. Thisttnest was in line with the signed contracts in
the employees personal files, however, it contradeR.K. (08) 08. Under this Cabinet
directive, annual leave for all contractual empls/®f the government must be taken within
the year they are due, and cannot be carried fdnaéier each year of the contract. In its
response, SQA was of the view that the directiveliep only to when an old contract ends
and a new or renewed one commences, but did ndy &pphe position of the contracted’s
leave entitlements in each of the years of a contithe Samoa Audit Office insists that it
applied to every year as per guidance from thei®&grvice Commission.

Withholding taxes for Board members’ allowancesevborne by the Authority instead of
deducting from the allowances earned by the Boathbers for each meeting attended. For
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instance, $250 was the net amount paid to eachdBonamber for each meeting attended and
the tax portion of $37.50 (15%) was paid by the hbwity thus the total allowance per
member for each meeting amounted to $287.50 whitmat comply with the approved rate
of $250 per meeting. SQA in its reply agreed with finding and assured the audit that the
Board has now implemented the recommendation bgullé.

Samoa Quarry and Sealing Products

Financial statements audited: 30 June 2010

Summary of audit findings:

1.

In the 2009 audit, SQSP was warned of the contisut®acline in the net assets position
due to accumulated losses eroding the original @wrent Contribution of $4 million.
Net Assets then was at $1,007,219 dropping fror@8616 in the first year of operation
in 2003. At 38' June 2010, this further dropped down to $142,532SP has now been
dissolved and its assets were sold by way of augtand open tender. Liabilities were
taken over by the Ministry of Finance

SQSP was dissolved before comments could be obtainehe following issues. SQSP
before dissolution was a branch or part of thedC@ransport Authority:

The Board meeting minutes for the period 2009/10ewesquested through Quarry
Manager since the commencement of the audit, ametaefollow ups were made during
the interim period, but nothing was received ahatdate of this report. The entity did not
deduct 10% withholding tax from payments made @rthuppliers for services provided
so as to comply with the Income Tax Administratieet 1974 (Clause 8, Third Schedule)
and the Income Tax Rate Act 1974 (Clause 13, Secxftedule) and Ministry of
Revenue Circular Memorandum MFR N-01/2010/.

We noted that only the Principal Accountant hadeasdo the computerised accounting
system in place. It was also noted that there wasegregation of duties amongst staff as
most of the responsibilities such as creating dsldad creditors on the system, offsetting
of such debtors and creditors, preparation and teegigning of cheques, and bank

reconciliations were all done by the Principal Aaetant. This posed a high risk as there
was no other staff who could conduct these respiitisis in the absence of the Principal

Accountant.

The organization was not registered for VAGST Iatr¢ was a VAGST output (account
code 4060) within the General Ledger with a crbdlance of $21,369.

The organisation did not prepare an annual budgire the commencement of each
financial year to be compared against the actuation and spending at the end of each
year. This is an important control tool to managgemses and revenues for an
organisation as it would assist the managementanitoring whether all expenses were
within budget and revenue targets had been achieved

The entity's vehicles were noted to have privaterse plate numbers, and all these
vehicles were not garaged at the office premister &bburs so as to comply with the
government policies regarding the usage of offici@hicles after hours. These are as
follows:
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License Plate | Vehicle Type Allocated Section
4578 Suzuki XL Main Office
4580 Nissan Hilux Main Office
4579 Toyota Pickup Alafua Quarry
4577 Mazda Pickup Alafua Quarry

Samoa Quarry and Sealing Products
Financial statements audited: 30 June 2011

Summary of audit findings:

In the 2009 audit, SQSP was warned of the contigudecline in the net assets position due to
accumulated losses eroding the original governmoentribution of $4 million. Net assets then were at
$1,007,219 dropping from $5,283,616 in the firsaryef operation in 2003. At 30 June 2011, SQSP
had a negative equity in its financial position mag liabilities were more than its assets. SQS$ ha
now been dissolved and its assets were sold byofvayctions and open tender. Liabilities were taken
over by the Ministry of Finance.

Samoa Shipping Corporation

Financial statements audited: 30 June 2009

Summary of audit findings:

1. The Samoa Shipping Corporation (SSC) provided mesg® on corrective actions being
progressed on the issue discussed below and thenssis reflected in each issue.

2. As at year end 30 June 2009, there was an outstaedstoms duty drawback which needed
to be assessed by the Ministry for Revenue.

3. We noted that there was no dividend paid out toGleernment of Samoa in the last four
years, given the outstanding performance of thep@ation. In response, the Corporation
explained that SSC and MOF, through their respedi¥£Os, have agreed for creation of a
Vessels Replacement Fund (VRF) to pay the Corporatidividends for future vessels
replacement to comply with the Japan Governmendition in approving the last aid-funded
vessel: the MV Lady Samoa lll. Management has apteeoperate the VRF via a fixed or
term deposit that will be kept either at or higttean the amount of the accumulated dividends
calculated had it been paying cash dividends t@tineernment.

Table 1: Dividend Payable

Financial Net Profit Dividend
Year After Tax (NPAT) (50% NPAT)
30-Jun-05 889,319 444,659.50
30-Jun-06 1,523,326 761,663.00
30-Jun-07 130,180 65,090.00
30-Jun-08 153,736 76,868.00
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30-Jun-09 1,585,138 792,569.00
Total dividend 2,140,849.50
Less: dividend paid (500,000.00)
Total dividend payable at 30 June 2009 1,640,849.50

Samoa Shipping Corporation

Fin

ancial statements audited: 30 June 2010

Summary of audit findings:

1. The Samoa Shipping Corporation (SSC) provided mesg® on corrective actions being
progressed on the issues discussed below andsppense is reflected in each issue.

2. We were unable to sight employment contracts irsqraal files for contract officers, in

particular, Assistant CEOs. SSC responded thaé tivere no contracts due to the uncertainty
as to who is responsible to execute such contrBotsACEOs, it should be the responsibility
of the CEO and for the CEO it should be the resibiitg of the Board, either through the
Chairperson or the Secretary.

3. The Corporation operated a credit card that wad jfr@m its bank account held by the

Westpac Bank, Account Number: 112188001. Therevs an approved credit card policy in
place. Listed below were issues relating to theatjm of the credit card;

» The following payments reflected in bank statemeditd not have any receipts
attached to them. SSC replied that the qualithefgaper on which the receipts were
printed is very poor in that texts or prints becdtegible or worn out after a certain
period. SSC has been advised to photocopy thesadh&ent they are submitted for
safe-keeping.

Date acquired: Item: Amount (SAT):

02.06.10 Brit-Euro Car Parts — Lights Landcruiser (MD) $242.05
04.06.10 Holiday Inn — Extra night $295.28
09.06.10 Laser Direct — Lights, Karaoke $2,726.18
24.06.10 Pacific Blue — Airfare to Wellington $453.67
04.02.10 Laser Direct — Karaoke $2,178.15
03.03.10 Aggie Grey’s Hotel $325.00
30.01.10 Takarada Wireless Ele Tokyo — External Drives $936.10

for Papalii & Minister
27.01.10 Hotel Sardonyx Tokyo — Leia & Seigafo $5,034.55
Accomodation

26.01.10 BIC Camera Yurakucho - Camera $2,524.77
04.09.09 Annual Fee $65.00
31.08.09 Mount Smart Marine — New Echo Sound $1,820.99
31.08.09 Electronic Navigation — Repair GPS $930.27
01.09.09 Mercy Ascot Epsom-Treatment CEO $5,702.01
01.09.09 Mercy Ascot Epsom-Medical Check CEO $680.07
01.09.09 Powerhouse Manukau - Printer $771.41
01.09.09 Protector Safety Supp. - Vests $3,547.34
28.08.09 BIC Camera Yurakucho $195.26
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4.

« We noted that there was no Board approval for paynef overseas medical
treatments. Policy is now in place for credit cpayments.

Date: Item: Amount (SAT):
01.9.09 Mercy Ascot Epsom-Treatment $5,702.01
01.9.09 Mercy Ascot Epsom-Medical Check $680.07

Insurance cover for “Personal Accidents/Life” wagny provided for all employees by SSC. To
minimise unnecessary costs borne by the Companyee@mmended providing insurance cover
for onlycrew members because of the nature of theink which was of high risk. According to
SSC, engineers made the point that they shouldswgdd as they are required some of the time to
work on the ships. Insurance is a mandatory remerg under international maritime organisation
for sailors and members of the crew. When insurave given to the sailors and engineers, the
rest, according to SSC, also asked for insuranckerims of employment fairness. SSC must
however adhere to a Cabinet Directive now in ptacgovern benefits for all public officials and
employees.

Samoa Sports Lotto Agencies

Financial statements audited: 30 June 2010

Summary of audit findings:

1.

The Samoa Sportslotto Agencies (SSA) provided mesg®on corrective actions being progressed
on the issues discussed below and the responsieisted in each issue.

It was noted in the final report to management thatsame issues were covered in a report of the
special examination conducted during the periodhaf Report to Parliament July 2011 - June
2012.

It was also noted that although positive resultseweted when the Samoa National Lotto game
was introduced, internal controls breakdown, weagaes and lapses also featured alongside these
improvements. In the end, a qualified audit opinigas issued on the financial statements. SSA
had made amends by way of recruitment of a fulktiexperienced and well-qualified CEO as
well as some institutional reforms. The new CE@risexperienced lawyer with previous services
provided through both the public sector and priyatetice.

Samoa Tourism Authority

Financial statements audited: 30 June 2011

Summary of audit findings:

1. The Samoa Tourism Authority (STA) provided respengm corrective actions being
progressed on the issues discussed below andsppense is reflected in each issue.

2. We noted that an account called a booking engimwat was kept in the name of the
Authority, and administered by the Authority and itevas not incorporated into its financial
statements. The account was used for bookings eesl feceived on behalf of small to
medium accommodation providers using the STA web3ibe updated reply in January 2014
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from STA indicated that this account is now incldde the financial statements and audited
together with the rest of the accounts and finances

We noted that the status regarding the correct VA@8atment for the Authority’s allotted
government grant still remains unresolved. Diffgriviewpoints and hence different
treatments have resulted in confusion as to whiels We correct method. The Authority
treated that portion of grants spent internallpeismg VAGST inclusive and then for amounts
spent overseas as being VAGST exclusiidnerefore we were uncertain as to the
recoverability of this period’s VAGST receivable@er accounts of $396,928.43. The updated
reply from STA in January 2014 indicated that tb&ue has now been resolved. The Ministry
for Revenue made an assessment resulting in ST@ayWAGST liability of $475, 722.70.
This liability has now been settled and the reviseethod has been adopted to correctly
calculate VAGST implications of STA'’s business sactions.

Samoa Water Authority

Financial statements audited: 30 June 2011

Summary of audit findings:

1. The Samoa Water Authority (SWA) provided responses corrective actions being

progressed on the issues discussed below andsihens is reflected in each issue.

There was an impending issue of difference betwherassessment by MOR and the SWA
for the VAGST Receivables by SWA. It cropped upiaghuring this review and it seemed

like the Authority and the Ministry had reachediampasse. This had resulted into a drastic
rise in Other Payables. In the updated reply fraWASn January 2014, it was indicated that
this matter has now been resolved with the Mini$tny Revenue making an assessment if
favour of SWA for a refund in excess of $5,000,000.

We noted from our reviewed of accounts receivatde of the total trade receivables of $10.2
million, 27% were inactive accounts standing2t8million in value. The amount for inactive
accounts were being covered under the huge praovisiouncollectibility of trade debtors.
SWA indicated in its reply that this outstandingimted to customers who have been
disconnected and have not bothered to reconneeubecthey are accessing water from a
relative either on the same or nearby lands. Télstes mainly to residences on customary
land. SWA is now trying to ensure that propertiasagpiece of land have one connection and
the land owner will be made responsible for subemied) to minimise the risk of default and
disconnection.
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Scientific Research Organisation of Samoa

Financial statements audited: 30 June 2011

Summary of audit findings:

1. The Scientific Research Organisation of Samoa (SR@6&vided responses on corrective

actions being progressed on the issues discussed bad the response is reflected in each
issue.

After reviewing attendance books from 6 October@@d 13 October 2010, the following
issues were noted. SROS indicated in its replyaimudry 2014 that staff has been informed
that these practices should not re-appear in fugudits
a) Employees who did not sign the attendance booleadays audited
b) Employees who did not fill in their total hours feach day
c) Employees whose absences were noted on attendao&es kwvere not recorded in
leave cards.

Audit discovered that salary advances were paid toustaff when requested upon; the
agreement being that repayments will be deductad fheir fortnightly pays to recover these
advances. This practice has now been ceased.

Audit found that journal entries were solely postedthe Senior Finance Officer without
appropriate authorisation by the Accounts and KiealWlanager. Audit recommended for
proper authorisation of journal entries by the Aeus and Finance Manager or any relevant
higher authority, not only for proper segregatidrdoties but also for checking the accuracy
and reasonableness of journal entry created. SRS \ow made amends to implement the
audit recommendation.

Samoa Sports Facility Authority

Financial statements audited: 30 June 2010

Summary of audit findings:

1. The Samoa Sports Facility Authority (SSFA) providedponses on corrective actions being

progressed on the issues discussed below andsihens is reflected in each issue.

SSFA did not have an Accounting Manual. It was ingrt that an Accounting Manual
existed to ensure that there were proper poliaiesprocedures in place to guide work of the
Finance Division. Similarly, it could assist aud#an identifying weaknesses where more
focus was needed and areas that needed more impeate® SSFA agreed and made a
commitment to implement audit observations andmenendations.

SSFA did not prepare VAGST returns for the periodear review. It was very important to
prepare returns so that SSFA would be able to claiitnds on VAGST paid as they paid
more than what they collected from their customstéch should help reduce the bank
overdraft. SSFA agreed and made a commitment tdeimgnt audit observations and
recommendations.
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From our review of revenue, it was noted that thees no report showing the status of
collection of leases from sports bodies as welbilsoards from various companies. SSFA
agreed and made a commitment to implement audéreéisons and recommendations.

There was no Marketing Plan to successfully mavkeiues and facilities locally, regionally
and internationally as per Objective 3 of Corpor&tlan. SSFA agreed and made a
commitment to implement audit observations andmenendations.

Samoa Sports Facility Authority

Financial statements audited: 30 June 2011

Summary of audit findings:

1. The Samoa Sports Facility Authority (SSFA) providedponses on corrective actions being
progressed on the issues discussed below andsihens is reflected in each issue.
2. Audit conducted an analysis of the financials f&F3 for three years financial years: 2009,
2010 and 2011. There was a declining trend in Fixesets, Total Assets, Total Equity and
Cash at Bank and Cash on Hand. While it was plgasirsee cash inflows from operation
making continuing progress over the three yeardysed, it was difficult to see how SSFA
could operate and be sustained without grants fjomernment. Government, however, also
has limited funds and competing ends to allocatemioritise funds to. Current management
must be congratulated for the efforts as evidenh@increase in cash flows from operation,
excluding grants, and although a monumental tdmitetwas confidence that it would make
decisions that would minimise loss of public monies
2009 2010 2011

TOTAL CASH INFLOWS 2,743,722 2,564,347 2,329,087

TOTAL CASH OUTFLOWS 2,831,585 2,540,593 2,430,589

NET CASH FLOWS 87,863 23,754 101,502

CASH AT BANK AND ON HAND 96,069 72,315 173,817

CASH INFLOWS FROM OPERATION 243,207 320,217 377,656

TOTAL CASH OUTFLOWS 2,831,585 2,540,593 2,430,589

OPERATING CASH INFLOWS TO TOTAL CASH OUTFLOWS 9% 13% 16%

SALES 3,631,923 | 4,603,112 3,561,243

COST OF SALES - - -

GROSS PROFIT(LOSS) 3,631,923 | 4,603,112 3,561,243

NON OPERATING INCOME - - -

OPERATING & PERSONNEL EXPENSES
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7,941,057 6,831,143 6,258,240
NET PROFIT (LOSS) 4,309,134; 2,228,031_ 2,696,997_
ACCUMULATED PROFITS (LOSSES) 48,365,462 | 46,137,432 | 43,440,434
FIXED ASSETS 95,003,276 | 90,460,297 | 86,643,012
TOTAL EQUITY INLCUDING ACC PROFITS/LOSSES 48,365,462 | 46,137,432 | 43,440,434
TOTAL LIABILITIES 48,112,537 | 44,419,265 | 43,254,037
TOTAL ASSETS 96,477,999 | 90,556,697 | 86,694,472
DEBTORS 1,474,723 37,554 51,460
PROVISION FOR DOUBTFUL DEBTS
NET DEBTORS 1,474,723 37,554 51,460

3. During payment testing, audit noted increasing agjtares on the repair and maintenance of

the Authority’s motor vehiclesSSFA agreed and made a commitment to implement
audit observations and recommendations.

It was noted that the Authority did not deduct \withding tax from payments for services
rendered. This is a requirement under the Incorme Administration Act therefore the

Authority should comply with it. Also, payment oittgig allowances for board members
should have been subjected to withholding tax, viea$ not the case for Board allowances

payments made by the AuthoritRSFA indicated that this matter would be discussed
further as the Chairman of the Board believed #it#tholding tax should be paid by
SSFA on behalf of Board members. The Samoa Audit®©maintains its position on
the responsibility of SSFA to withhold income tawrh payments to suppliers and that
tax should be withheld from allowance payments i@®ors, i.e. Directors should be
paid net of withholding tax and not the full graa®iounts and for SSFA to pay the
additional tax to the Ministry for Revenue.

During the review of the attendance book and leavds, lapses were noted in completing
leave application form$SSFA agreed and made a commitment to implement audi
observations and recommendations.

It appeared at balance date that creditors ovela9® old were growingSSFA agreed and
made a commitment to implement audit observatiolsracommendations.

SSFA has been in operation for almost six years. fi@wFixed Assets Register needed to be
updated to identify all existing assets, fully dapated assets that were still functional as well
as fully depreciated assets to be written off. SSfénmenced updating its Fixed Assets
Register and records in the financial year endedu®@ 2013.
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Unit Trust of Samoa

Financial statements audited: 30 June 2011
Summary of audit findings:

1. The Unit Trust of Samoa (UTOS) provided a respamseorrective actions being progressed on
the issue discussed below and the response istegfln each issue.

2. Finance and Operations Policies had not been fdli Since the audit, the Finance and
Operations Policy Manual had been completaed endorsed by the Board of Directors

10) Donor and loan funded projects

Project audits were undertaken when required by pfwgect agreement or by request.
Generally, the objectives of these projects were to

1. Express an opinion on:
» The reliability of financial information on the pet;

= Compliance with requirements of the terms of thejgmt agreement, the Public
Finance Management Act and other governing legisiaf and

= The truth and fairness of financial statementsagsubunts.
2. Report on areas of weakness in systems of inteordfols.
The following project audits were completed durihg financial year ending 30 June 2011.

Community Centered & Sustainable Development Progra _m (CCSDP)
Donor or lending entity: UNDP

Period of audit: 1 January 2010 to 31 December 2011

Summary of audit findings:

1. Atthe end of the audit, the observations of thaitauere discussed amongst the Audit Office,
representatives of the donor, Ministry of Finartbe, Implementing Ministry and project staff.
There was agreement that the recommendations oftdé would be addressed on the
following matters:

« Employment contracts for the National Project Camtbr (NPC) to be subjected to
the review of the Office of the Attorney Generafdse being endorsed and approved
by the Implementing Ministry;

 NPC to improve compliance with the requirementatireg to taking of annual leave
and completing of time in the attendance book;

» Leave without pay for the NPC from the 15/9/201116/9/2011 to be actioned;

» Location of misplaced medical certificate in orderverify illness for days taken as

sick leave from 17/9/2011 to 12/10/11 (17 days) iamatovement of keeping of such
records in the future;
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Corrections and adjustment to the pay of projedvddrand Administration Officer
who moved to the Ministry during the year and imeotly paid under the project for
almost a month;

Total expenditure to comply with the budget amonnadvance from UNDP and to

exceed it.

Transactions occurring in the fourth quarter of @QMct 2010 — Dec 2010) but were

recorded in the first quarter of year under authn(2011 — Mar 2011)

Fixed Assets located in the Ministry at Internalfadfs, Utulaelae Centre, Satufia

Centre and Lano Centre have not been labeled tls#ngNDP stickers.

Improvements required in project meetings and kegphd approval of minutes.

Electric Power Corporation Samoa Power Expansion Pr oject

Donor or lending entity: Asian Development BanlAustralia / JICA
Period of audit: 1 July 2010 to 30 June 2011
Summary of audit findings:

1. At the end of the audit, the observations of thaitauere discussed amongst the Audit Office,
and project staff of the Electric Power Corporatiohhere was agreement that the
recommendations of the audit would be addresse¢tenfollowing matters:

We noted that all project related costs were pokigtie project account code which
is normally a balance sheet classification as ptojerk in progress (WIP). As a
result costs relating to the project which wereadie operating in nature such as
administration, stationery, meals, telephone weostqd to the project work in
progress.

During our audit, we came across certain projetticiivhad been completed but were
not transferred to fixed assets. Due to this dalape transfer of the costs to the right
asset accounts, the project work in progress atomas not correct and hence the
depreciation expense was understated.

During scrutiny of the general ledger for individlgaojects, we identified that some
operating costs were being capitalised. These abgisld have been expensed. The
reflection of these costs in WIP depicted an inectrview of capitalised costs.

While examining the general ledger for particulesjgcts we noted a few entries from
some projects wrongly posted to other projectssTad to over/undervaluation of
projects.

During our review of the Withdrawal Application (WA 94 and #105 on the General
Ledger and the comparison with the actual signgu/ adf WA, we came across a
major discrepancy for the project pertaining toggiaDiesel Power Station. The
variance was due to an exchange loss. This exeHasg was the difference between
the time that the suppliers invoice was recordethéngeneral ledger and withdrawal
application processed and the USD rate at whiclathgal disbursement was made.
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From GL on the day of submission of invoice by the supplier

Total (WST) ADB Loan ADB Grant JICA AUSAID
WAO0105-ESI 876,400 271,684 61,348 411,908 131,460
WAO0105-CW 623,064 332,301 290,763
WAO0094-ESI 134,852 41,804 9,440 63,381 20,228
WA0094-CW 84,708 45,178 39,530

From actual recon when the actual reimbursement was granted

Total (WST) ADB Loan ADB Grant JICA AUSAID
WAO0105-ESI 744,794.8 230,886.4 52,135.6 350,053.5 111,719.2
WAO0105-CW 666,962.4 355,713.3 311,249.1
WAO0094-ESI 201,181.1 106,534.0 94,647.1
Variance 106,085.62

While viewing the minutes and other related docuserlating to procurement of
spare parts for the purposes of refurbishment afe@dors 5 and 9 for Upolu, we
noted that the spare parts for Generator 9 were taseepair other Generators without
the knowledge of the Project Manager. Becaushisfthe project cost increased by a
little over the pre-fixed 15% excess for paymentslar the contract. ADB was
concerned with the reimbursement however it waslvaised later on without any
disagreements. Whilst ADB has reimbursed the payinghis particular instance due
to extenuating circumstances such as the needrfergency repairs they might not be
agreeable to future occurrences which might reswtcost to the Corporation.

While analysing the payroll for the PMU as a whole noted that the Project
Accountant allocated the total payroll between PEWhgineers and PMU staff in the
ratio of 70:30. We noted that the engineers warkinthe PMU and other staff also
working in the PMU could be specifically identifiedTherefore it would be much
more accurate to allocate the payroll based orahcusts.

From our review of payroll we noted that the cadtioin of the Project manager
PAYE was incorrect. This issue was also raisechéngrior year management letter.
The calculation of the PAYE should be based orgtioss salary plus all benefits that
are assessable income under the Income Tax Adnaitidst (ITA) Act 1974 Section
8. An example of those benefits that are assessabbier the ITA is the
communication allowance which is not taxed accaydim the EPC calculation. The
underpayment of PAYE to Ministry for Revenue penam was $323.97, which was
immaterial. However not correcting the method OAYE calculation would
accumulate more income to the receiver of totargadnd less for the government.
From our review of payroll we noted that the cadtioln of the Project manager ACC
& NPF was incorrect. Based on the project managgl@&ment contract Section 7
subsection 7.1 & 7.2 it states that the ACC & NRéwd be based on the gross salary.
Therefore no additional benefits should be addedtmnhe base amount as per
employment contract to calculate the ACC and NPFBo An the employment contract
the employee’s portion of ACC and NPF would be gmidhe EPC. The cause of the
overpayment is due to the incorrect base amountl dse calculation and not
following the employment contract as well. The kateerpayment of ACC was $24
and SNPF was $120. These were immaterial amoumtsves method of calculation
should be corrected as the total of errors canmaatate to a material amount.
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Integrating Climate Change Risks in the Agriculture and Health
Sectors in Samoa (ICCRAHSS)

Donor or lending entity: UNDP
Period of audit: 1 January 2010 to 31 December 2011

Summary of audit findings:

1. Atthe end of the audit, the observations of thditauere discussed amongst the Audit Office,
representatives of the Donor, Ministry of Finanttee Implementing Ministry and Project
Staff. There wagagreement that the recommendations of the auditdimel addressed on the
following matters:

« Audit noted that there were no records kept of performance appraisal as required
by Clause 8 of Employment Contracts for the Projdanager and Climate Change
Health Coordinator.

« Audit noted that the issue raised in the previauditaregarding the missing external
drive which had been purchased and assigned tAgheulture Coordinator was still
missing. The former Coordinator confirmed that heuld replace the missing asset
but there was no guarantee that it would be regldnedue time as the project
activities could not wait for such replacement.

Integration of Climate Change Risks and Resilience into Forestry
Management in Samoa (ICCRRIES)

Donor or lending entity: UNDP
Period of audit: 1 January 2010 to 31 December 2011

Summary of audit findings:

1. At the end of the audit, the observations of theitanere discussed amongst the Audit
Office, representatives of the donor, Ministry ofd&nce, the Implementing Ministry
and project staff. There was agreement that themmewendations of the audit would be
addressed on the following matters:

e During the audit, it was noted that there were ®@ring committee meetings held
during the financial year. There was an operatioma¢ting with UNDP, Ministry of
Finance and the Project team for ICCRIFFS heldulg 2011 to introduce how face
forms were to be used as well as what needed teleered by the project team in
terms of reports to the Steering Committee. Howetlegre was never a steering
committee meeting held to discuss the progresteptoject and the approvals that
needed to be made. The Steering Committee of agr@lays an important role
within the control environment. Existence of thasemmittees is part of setting a
positive tone at the top. The importance of thergtg committee is that:

» They could scrutinize the project’s activities;

» Members of the committee can raise issues relatimgans, budget and
performance, including questioning project managerabout key issues;

» They can approve or decline any policies and pnaieedfor the smooth
running of the project;

» They can approve any recommendations regardinqumowent as well as
hiring of personnel for the project;
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» They can approve quarterly project progress as agliinancial reports
and so forth.

From our review of payments, it was noted thataierexpenditures did not have
quotes in order to determine each proposed sujmpligice and products. For
example, there were no other quotes for payme&Adf$12,750 to a rental business
for hiring of motor vehicle from 7 July - 5 Septeent2011. In addition, no other
quotes were sighted for the printing of 70 progatuments for a bill of SAT $7,130.
For proper accounting, we recommended that at lgmee quotes for an item of
expenditure over SAT $100 be complied with in orterobtain the best option in
terms of price and productivity to be provided frtm proposed supplier.
From our review of payments processed from theeetofeam to the Ministry of
Finance, it indicated that purchase orders (orisitpns) were usually prepared after
items are received. This practice defeats the abrrpurchase order system is
intended to provide. The table below is an illustra of some of the payments that

had the purchase order issued after the invoiae dat

MOF SAT
Batch PO Requisition Invoice Details Amount
Number Number Date Date

catering for ICCRRIFS official signing of

00250283 | ONEO013326 15/06/2011 | 19/04/2011 | project document 601.00
venue hire & catering for ICCRRIFS

00250336 | ONEO013363 16/06/2011 | 20/05/2011 | Stakeholders Meeting on 20 May 2011 2,165.00
water bottles supplied for World

00250307 | ONEO13354 29/05/2011 | 24/05/2011 | Biodiversity Day 57.00
catering for ICCRRIFS Inception

00249758 | ONE013310 15/06/2011 7/06/2011 | Workshop 3,150.00
catering for ICCRRIFS Inception

00249758 | ONEO13311 15/06/2011 8/06/2011 | Workshop 3,200.00
catering for ICCRRIFS Inception

00250613 | ONEO13370 15/06/2011 9/06/2011 | Technical Meeting 625.00
catering plate for One Million Tree

00253237 | ONE013445 12/07/2011 | 14/06/2011 | planting campaign 386.40

00253384 | ONEO13479 12/07/2011 7/06/2011 | payment for photocopier 24,000.00
hirage of venue for the inception

00253471 | ONE013482 12/07/2011 | 30/05/2011 | workshop 1,610.00
Printing of the 70 project document and

00253585 | ONE013506 12/07/2011 9/06/2011 | urgency fee 7,130.00
refreshments provided for ICCRRIFS

00253591 | ONEO13504 11/07/2011 1/06/2011 | Project meeting 215.62
rental car provided to assist PMU with

00254504 | ONEO013584 12/07/2011 6/06/2011 | Inception wshop 1,375.00
supply 2 HP ProBook 4520slaptops for 2

00254792 | ONE013603 12/07/2011 | 21/05/2011 | Officers 8,300.00
refreshments for operational project

00257998 | ONE013870 11/08/2011 | 15/06/2011 | meeting 171.35
Hitachi projector, 24" kenka flat scrn &

00259026 | ONE013961 24/08/2011 | 26/05/2011 | panasonic phone 5,010.00
stationeries supply for ICCRRIFS

00259026 | ONE013960 25/08/2011 6/07/2011 | community consultation 2,954.50

00259228 | ONE013987 18/07/2011 5/07/2011 | supply of stationeries for the project 7,199.70
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officer
HP Probook 4430 laptops supply for 2

00260878 | ONE014112 6/09/2011 2/09/2011 | officers 8,200.00
3 desks with lockable drawers & 3

00260753 | ONE014107 7/09/2011 1/09/2011 | american chairs 4,410.00
Materials for curtains (air condition) of

00261547 | ONE014150 15/09/2011 | 14/09/2011 | the project offices 1,395.00
refreshments for the interviers of the 3

00261562 | ONE014146 7/09/2011 | 10/08/2011 | Technical officers 146.62
morning tea for One Million Tree

00262310 | ONE014202 12/07/2011 | 22/06/2011 | campaign meeting 202.40

00262007 | ONEO14167 15/09/2011 2/09/2011 | video camera 2,735.00
1 x laptop provided for Communication

00263945 | ONE014326 15/09/2011 2/09/2011 | officer 5,900.00
4 x 3-Drawer filling cabinet for the

00263947 | ONE014325 19/09/2011 2/09/2011 | project 2,600.00

00264843 | ONE014351 19/09/2011 | 31/05/2011 | screen projector 550.00
full page advertisement for ICCRRIFS

00267210 | ONE014557 20/10/2011 | 11/10/2011 | consultants EOIS 1,569.75

00267556 | ONE014584 7/11/2011 | 17/10/2011 | Ads 1,840.00
Full page ad "Expression of Interest"

00267507 | ONE014563 31/10/2011 | 17/10/2011 | ICCRRIFS 1,710.00
Vehicle hire to assist from 7/07/11 to

00267941 | ONE014602 20/09/2011 5/09/2011 | 5/09/11 for daily operations 12,750.00
publication of poem and poster

00267942 | ONE014603 7/11/2011 1/11/2011 | competition 2011 552.00
advertising for poem and poster

00270429 | ONE014780 24/11/2011 | 24/10/2011 | competition 1,382.88

00271536 | ONE014623 7/11/2011 2/09/2011 | Canon camera 3,185.00

During the audit, we observed that personnel filese not being kept current and in
some instances were incomplete. For instance, there 4 out of 5 officers that did

not have qualifications in their files. Comprehemrspersonnel files compile data for
all employees in one area. A complete file shoegiepared for all new employees.

whereby the Motor Vehicle (MNRE 36) purchased urttierproject from Motor One
Samoa Ltd was swapped with a vehicle of the samadbfrom the Ministry of
Natural Resources and Environment (MNRE 31). Fooper accounting, we
recommended that any assets transferred from thjegprto the Ministry must be
approved by the Steering Committee and endorsetioChief Executive Officer of
the Ministry of Natural Resources and Environment.
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Integrated Framework Project (IF)

Donor or lending entity:

Period of audit:

UNDP

1 January 2009 to 31 December 2009
1January 2010 to 31 December 2010
1January 2011 to 31 December 2011

Summary of audit findings:

1. Atthe end of the audit, the observations of théitanere discussed amongst the Audit
Office, representatives of the Donor, Ministry oh&hce, the Implementing Ministry
and project staff. There was agreement that themmewendations of the audit would be

addressed on the following matters:

Inteqrated Water Resource Management (IWRM)

It was noted during the audit that all the fixededs procured under IF project were
not been labeled with a pre-assigned fixed assetgar by the Ministry.
From our review of direct payments, it was noteat tine signature of the approver
was not evident on the payment vouchers numberédé@B8, 0000699®0007190

00008092 and 00008532.

Donor or lending entity:

Period of audit:

Asian Development Bank
1 July2009 to 30 June 2011

Summary of audit findings:

1. Atthe end of the audit, the observations of thditauere discussed amongst the Audit Office,
representatives of the donor, Ministry of Finartbe, Implementing Ministry and project staff.
There was agreement that the recommendations afutttiewould be addressed on the
following matters:

The audit noted that the Project Manager was bgéig) at a rate of $48,218.95 per
annum when the actual rate according to his canstamuld be $44,000 per annum.

It was noted that there were delays in postinginél§ received from donor to Finance
One system as illustrated in table below.

Date Bank SAT Foreign Audit Comment
Statement
Date

13 Jan 2010 9-Nov-09 S 90,961.38 S 38,000.00 2 months delay posting to

Finance One

3 March 2010 22-Feb-10 S 212,385.12 S 86,000.00 10 days delay posting

16 July 2010 3-Jun-10 S  95,479.74 S 37,500.00 1 month delay posting

19 May 2011 18-Oct-10 S 92,817.16 S 39,800.00 7 months delay posting

10 June 2011 17-May-11 S 49,773.76 S 22,000.00 27 days posting
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Millennium Development Goal’'s Acceleration (MDG’s A cceleration)
Project (Project No0.78948/Award 1D 61890).

Donor or lending entity: UNDP

Period of audit: 1January 2010 to 31 December 2011
Summary of audit findings:

1. Atthe end of the audit, the observations of théitanere discussed amongst the Audit
Office, representatives of the donor, Ministry afid&ce, the Implementing Ministry
and project staff. There was agreement that themmewendations of the audit would be
addressed on the following matters:

* Audit noted that several expenditure items weregdtto account codes that did not
fit the description and nature of the payment made.

Audit assessment of expenditure details and suppafbcuments revealed that some
payments were not supported by any proper invaicecaeipt from the supplier.

Public Sector Improvement Facility
Donor or lending entity: Australia / New Zealand

Period of audit: 1 July 2010 to 31 December 2011
Summary of audit findings:

1. Atthe end of the audit, the observations of theitanere discussed amongst the Audit
Office, representatives of the Donor, Ministry afid&nce, the Implementing Ministry
and project staff. There was agreement that tremewendations of the audit would be
addressed. Most matters were posting and accouriaiged and the only item with
significant control and risk implications relateth® non-signing of minutes for the
Facility Coordinating Committee by the Chairperson.

Private Sector Support Facility Project (PSSF)- UND P
Donor or lending entity: UNDP

Period of audit: 1 January 2007 — 31 December 2007
1 January 2009 — 31 December 2009
1 January 2010 — 31 December 2010
1 January 2011 — 31 December 2011
Summary of audit findings:

1. At the end of the audit, the observations of thaitavere discussed amongst the Audit
Office, representatives of the donor, Ministry afid&ce, the Implementing Ministry

and project staff. There was agreement that tremmewendations of the audit would be
addressed on the following matters:
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From our review of PSSF grant applications, it wased that the set criteria of a
business licence was not in the applicants’ files.

From our review of grant applications, most did mudicate whether they have
created a separate bank account for PSSF funding iasa requirement for the

applicant to have a separate bank account mainlyhto purpose of the fund being
provided.

From our review of grants, it was noted that theeege payments for grants that were
different from the approved amount by the Stee@ogmittee.

During the audit, we noted that certain applicamder Category A and Category B
had misplaced their required documents for assedsswech as business license,
acquittal report and proof of separate bank accethith was required in order to

approve the 20% or 30% of the remaining funds.

Private Sector Support Facility Project (PSSF)

Donor or lending entity: New Zealand / UNDP
Period of audit: 1 July 2010 - 30 June 2011

Summary of audit findings:

1. Atthe end of the audit, the observations of thaitauere discussed amongst the Audit Office,
representatives of the donor, Ministry of Finartbe, Implementing Ministry and project staff.
There was agreement that the recommendations ofitdé would be addressed on the
following matters:

From the review of the PSSF annual report 20106hly 9 out of 18 applications
received were approved for agriculture; an indaatf a low number of applications
and slow pace of project awareness, especiallainda where agriculture can be the
backbone of life and economy.

From the review of Annual Report, it appears that of 57 approved applications
within the financial year 2010/11, only 9 projeetsre included in the site visit and
inspection by the PSSF Steering Group. These pfsojeowever were from the
previous financial year's approved projects.

Audit found that claims of first instalment weret ye be made against $313,484.01
allocated for 22 applicants due to outstandingrimftion. The audit was concerned
that:

» The financial year was closed and the progresshefe projects was
uncertain;

» No decision was made yet at the time of the awditHese projects in terms of
whether they were to be continued or not;

» |If these 22 applications were to be declined, thisild add to 28 already
declined making the total of declined applicati@@sor 58% of the total 85
applications received for the audited period.
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Private Sector Support Facility Project (PSSF)

Donor or lending entity: New Zealand / UNDP
Period of audit: 1 July 2009 — 3Qune 2010

Summary of audit findings:

1. Atthe end of the audit, the observations of thditauere discussed amongst the Audit Office,
representatives of the donor, Ministry of Finartbe, Implementing Ministry and project staff.
There was agreement that the recommendations ofitdé would be addressed on the
following matters:

From review conducted, cancelled cheques numbed&d 133 and 135 were filed
without original cheques.

PSSF received NZAID of SAT $718,057.07 on 25/05(€@dr the Tourism Tsunami
Rebuilding Programme (TTRP) under the PSSF accasiger Funding Agreement,
however this Fund was not included in the PSSF rfcilah Statement for 2010
provided for auditing. The implementing/adminidtrat entities noted audit
observations and accepted the fact that they hadadizered to proper accounting
practices. The exclusion of the financial accowatsording to the entities involved
was because TTRP was a separate program and oftarsthuration. Their inclusion
under PSSF was to minimise the proliferation of cggdePurpose Accounts outside
government systems.

From review of PSSF Annual Report for July 2009 unel 2010, the summary
showing total applications received and approvedrty identified a very low number
of applications submitted from the Fisheries sectwnpared to the other sectors of
Agriculture, Tourism and Technology. It appearedttbecause one of its criteria
could not be funded by the PSSF (capital item$3,ttas one of the main reasons for
the applications from the Agriculture and Fishersestor being declined. Most of
Agriculture and Fisheries sector applications nemgiby the PSSF, tended to request
assistance in purchasing capital items which wdscaweered for funding under the
PSSF. This was the main reason for the decreaseniber of applications approved
by the PSSF Steering Group for the Fisheries Sedtanember of the Ministry of
Agriculture and Fisheries (MAF) was invited to ceomte with the PSSF Steering
Group where applications from farmers and fishermere tabled. Further advice was
sought prior to these meetings and when the neesd ain addition, there was a close
relationship between the Facility and MAF througbviaory services in the
development of disbursement guidelines for the @&min Rehabilitation Fund
distributed to all fisheries projects affected. WViespect to the coverage of capital
items under the PSSF, it was proposed that a sslamifor inclusion of capital items
be referred to the development partners for thaisieration and discretion.
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Samoa Health Sector Wide Approach Program (SWAP)

Donor or lending entity: World Bank / New Zealand/ Australia /
Government of Samoa
Period covered by audit: 1July 2010 to 30 June 2011

Summary of audit findings:

1. At the end of the audit, the observations of thaitauere discussed amongst the Audit Office,
representatives of the Donor, Ministry of Finanttee Implementing Ministry and project
staff. There was agreement that the recommendatibtiee audit would be addressed on the
following matters:

e From our review, we noted assets/equipments vadiédizD115,893 and purchased
on 1 October 2010 for the use of National Healttvies Dental Division have been
stocked in the warehouse unopened and unusedslawancern of the audit that the
equipment may eventually become unusable and ladddunds should be allocated to
a more productive activity. Audit recommended tanphnd budget accordingly and to
utilise projects funds on prioritised areas. Thditaalso recommended looking into
utilising the equipments. The equipments were mextufor dental clinic for rural
areas. The delay in utilising these equipmentstivaisrural clinics were under repair.
Completed clinics were distributed with some of duglipment. When the report was
finalized for printing, all equipment were in use.

« The unavailability of the needed documents suctih@draining reports and copies of
the contracts for nurses/doctors and informationtfie audit caused delays to the
audit field work. Delays of the audit field work used the audit process not to be
completed on time and the final opinion not issasdargeted.

Samoa In Country Training Project

Donor or lending entity: New Zealand / Australia
Period covered by audit: 1 July 2010 to 30 June 2011
Summary of audit findings:

1. Atthe end of the audit, the observations of théitanere discussed amongst the Audit
Office, representatives of the donor, Ministry ofd&ce, the Implementing Ministry
and project staff. There was agreement that themmewendations of the audit would be
addressed on the following matters:

e Some payments for professional services as peramragreement was inclusive of
15% VAGST. Samoa In-Country Training Project (SIGTsettled these costs
however, it was noted that the contractors were affitially registered with the
Ministry for Revenue (MFR) to collect VAGST and wetherefore not authorized to
claim VAGST. (VAGST Act 1992/1993).

e The audit noted that SICTP did not withhold 27%oselary income tax of
several trainers hired to conduct trainings. Thesieers were full time staff of
private and public sectors organisations. The éraginvere subcontracted by the
SICTP to carry out training for various coursespasterms of Contract.
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Samoa Infrastructure Asset Management
Donor or lending entity: IDA / World Bank
Period covered by audit: 1% July 2010 to 38 June 2011

Summary of audit findings:

1. This audit did not note significant issues except the importance of having the Project
Manager informed about project asset movementswaite offs. The Manager however did
not think it was a major issue as, in his view, whrie off did not have to be approved by him.

2.
Samoa Land Management (SLM)
Donor or lending entity: UNDP
Period covered by audit: 1! January 2010 to 3% December 2011

Summary of audit findings:

1. At the end of the audit, the observations of thaitavere discussed amongst the Audit
Office, representatives of the donor, Ministry afid&ce, the Implementing Ministry
and project staff. There was agreement that tremmewendations of the audit would be
addressed on the following matters:

* Audit did not receive a final Statement of Assetsah 31 December 2011 from the
Project Management Unit and the Ministry of Finance
e Audit noted that none of the Minutes of Nationaée3ing Committee meetings had
been provided for audit verification. Audit coulatnconfirm decisions regarding
project activities and progress of the Project @tgeCommittee during the audited
period as there were no records available for auditiew.
* From the review of the Centre, audit noted theofeihg;
» The Centre needed to be installed with shelves infitrmation materials on
SLM. Currently, there was limited information fouimdthe Centre to serve its
purpose.
» The three computers procured for the Centre wetréoyee connected to link
with Ministry servers for access to the internet.
» A Term of Reference for the Centre was yet to halited by the IP through
its National Steering Committee. However, there wasfunding available
and the project had been completed.

e The Audit office, IP staff and UNDP representatbemducted the physical sighting of
assets both in Savaii and Upolu on 19 and 20 M26dt2 and noted the following;
Missing Assets

Date of Qty Inventory Asset No. | Cost (SAT) | Locatio Project Audit comments -
Purchase Description n sight visit (19/3 & 20/3)
7-Nov-07 1 Executive Chair 980.00 | PMU SLM missing asset
7-Nov-07 1 Computer 780.00 | PMU SLM missing asset
Chair
7-Nov-07 2 4 drawers 1,700.00 | PMU SLM missing asset
TOTAL 3, 460.00 1.5% of total assets from
2007-2011
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* Equipment procured did not meet the identified sexfdhe project as follows:

Date of Quantity Inventory Asset Cost Location Project | Audit comments -
Purchase Description No. (SAT) sight visit (19/3 & 20/3)
Currently used by Forestry
(2)(?;(;A8pr 1 Efosjc;r;tor ? 3,300.00 | PMU SLM Division.
Non project related.
Confirmed from the former
3M projector Asst Project officer —
6-Aug-08 1 ? 999.00 PMU SLM currently with the former
screen Project Coordinator. She
resigned on 16/12/2011.
Audit cannot locate this
LG Nortel phone on 20/3/2012 during
world phone Asau -
22/7/2011 | 1 for Asau ? 298.25 | Resource | SLM sighting at the Centre,
Resource Centre MNRE IT Manager could not
Centre -
be located for explanation on
the missing phone.
network tool
kit and plugs Asau Network tool kit is used by
6/8'/2011 |1 for Asau ? 420.00 Resource | SLM the IT Manager for MNRE.
training Centre
centre
TOTAL 5,017.25 i:flif total assets from 2007-

Samoa Schoolnet and Community Access Project

Donor or lending entity:

Period covered by audit:

Summary of audit findings:

1. Atthe end of the audit, the observations of thditauere discussed amongst the Audit Office,
representatives of the donor, Ministry of Finartbe, Implementing Ministry and project staff.
There was agreement that the recommendations oftdé would be addressed on the
following matters:

Asian Development Bank Australia / New

Zealand / Government of Samoa

July 2009 to 30 June 2010

* The audit noted that same activities were repddeduarters January to March 2010
and April to June 2010. The Secretariat noted allg &ccepted the audit comments
and this was clearly highlighted as an oversightthly Secretariat and the Acting
ESPIlI Coordinator when compiling the Quarterly Remgme Progress Reports
(QPPR). When the QPPR for the period April — JubgO2was first distributed on 16
July 2010, it reflected the update for Componeané there was a note with regards
to the missing financial data on page 4. Howeveotlger version was distributed on
21July with the amended financial data, but did cepture the changes made for
Component 6. This was a result of not fully chegkihe report prior to the approval

7

Report on the Operations of the Office, 1 July 2011 to 30

June 2012




Samoa Audit Office

by the CEO. The Acting ESPII Coordinator gave amsce that this would not happen
again and a process of compiling the QPPR wasphtimto place.

« The following assets as listed in the Register sgefs could not be located.
» 1 Computer set
> 4 office chairs [MESC/SCAP 29/09/10(A-D)]
> 1 Laptop [MESC/SCAP01/08/09] valued at $6775.80
e The audit found out during the sighting of assktt the following assets as per
Fixed Assets Register existed but were not pre-rmuetdmarked:

» 2 Desk workstation [MESC/SCAP 24/09/10 (B,C)]
» MESC/SCAP 24/09/10 B - assigned to an officer
» MESC/SCAP 24/09/10 C — kept in IT Server room ueassed

e The audit found that the following assets existed were being marked as
belonging to the project but were not recordedhaRroject’s asset register:

» 1 UPS [MESC/SCAP 19/08/09]

» 1 Computer Set [MESC/SCAP 19/08/09 (A,B,C)]

» 1 Digital Camera [ asset was brought on 22/10/09exsMOF ledger #1-
9042-000-831505]

* Audit noted that there were six meetings held l®yTAC since the project started.
It was also noted that these minutes were not diggehe Chairperson.

Samoa Sanitation and Drainage Project

Donor or lending entity: Asian Development Bank
Period covered by audit: 1July 2010 to 30 June 2011
Summary of audit findings:

1. This was the final year and the final audit of reject. The extension of the project
for this financial year ending 30 June 2011 wawitap up all remaining outstanding
payments that consisted mainly of payment on cdeuscy services. The loan
proceeds have been fully utilized except for thmaming grant balance of USD56.61
which was returned to the Asian Development Bankpnl 2011.

Talavou Project
Donor or lending entity: UNDP
Period covered by audit: 1January 2010 to 31 December 2011

Summary of audit findings:

1. Atthe end of the audit, the observations of thditauere discussed amongst the Audit Office,
representatives of the sonor, Ministry of Finartbe, Implementing Ministry and project staff.
There was agreement that the recommendations oftdé would be addressed on the
following matters:
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* From our review of face forms, it was noted tharéhwere variances between the
amounts shown on the Ministry of Finance ledger thiedface forms posted in the
Atlas System (CDR report). This resulted in an uw@porting of expenditure by
USD $4,944.40 in the first quarter of 2011.

» For proper accounting, we recommended that allstrations processed in each
quarters should be the same as those actuallytegptor UNDP. In addition, it
was recommended that all transactions relatinghéofinancial year should be
recorded in that year in order to make meaningfuhgarisons.

11) Government Overseas Mission

Office of the Student Counselor Suva, Fiji

Period covered by audit: 1 July 2008 to 30 June 2009
Summary of audit findings:

1. The Ministry of Foreign Affairs and Trade (MFAT)quided responses on corrective actions

being progressed on the issues discussed belothamdsponse is reflected in each issue.

There was no contract document for the first Studdounsellor, however there is now a
contract template for future posts or appointmente current Student Counsellor has now
signed and completed this contract.

Audit noted that there was no register for accduetéorms prepared by the Office for cheque
books and receipt books during financial year 2088/The Administration Assistant has
started on this register as per recommendation fhemaudit.

There was no Petty Cash Imprest for the Officeibutas noted that all payments were not
paid by cheques. The Student Counselor-Fiji money used to pay these expenses and to be
reimbursed after two months when approved by th&AMEEQO. MFAT has replied that this
Office has continued to use this system as ther@arumber of businesses in Fiji that do not
accept payments by cheques. MFAT also indicatet ttie Office cannot create a credit
account with some service providers as most pdgment on the spot. The current system
works well according to MFAT but to be fully comatit with segregation principles and
guidelines in Treasury's Instructions, the issueoné authorized personnel managing the
office should be revisited.

The audit noted that assets at the office and ébeleénce were not labeled as Office of the
Student Counsellor Fiji assets. Audit recommendrdafl fixed assets for the Office of the
Student Counselor to be labeled as office assaise $he audit, all fixed assets have been
registered and labeled accordingly as office assets

It was noted during assets sighting that damagddahassets were still at the Residence of
the Student Counselor but were marked damagedeqtaced on the register of assets since
2003 to date and was also reported in the last.alioe audit recommended for the Ministry
to provide approval for write off of damaged andl dixed assets sighted during audit
inspection and ensure these assets were disposediiag to Government policies for Fixed
Assets. As per reply from MFAT in January 2014, daenaged assets were disposed of after
consultation with MFAT Head Office by completingettapplication for authority to write off
assets” forms.
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7. The audit noted that the Ministry of Foreign Affa# Trade Fixed Assets Master register was

not updated according to the Office of the Stud€ounselor Fixed Assets Register in
2008/09. The issue has been addressed since theaatording to MFAT's reply in January
2014.

There were no monthly Cash Books or General Ledgepsst transactions for funds received
and payments for Scholarship Students Allowancdsf@nOperating Expenses for the Office
— Fiji to state Opening and Closing balances andneiled with the bank account balance at
year end 30 June 2009 prepared by the Office ofShelent Counselor except for the
Payments Register, Acquittal Reports for two mon#ml the Monthly Reconciliation
Statements for the financial year 2008/09. Theeiskas been addressed since the audit
according to MFAT's reply in January 2014.

. The maintenance of records and filing at the Oftitéhe Student Counselor has been of good

standard since 2003 to date but audit noted limieaice for storage in the Office of the
Student Counselor. Audit recommends that the Minighd Office of the Student Counselor
should review the current Management of RecorddeB8ysn place and to comply with
Treasury Instructions 1977 for Destruction of ResorMFAT is devising a policy on the
management of record system and in particular ésérgiction of records in line with the 1977
Treasury Instructions.

Samoa House

Period covered by audit: July 2009 to June 2010
Summary of audit findings:

1. The focus of the audit was on the main bank accedrith was used in maintaining the

Samoa House in Auckland New Zealand and operatedhb Manager of the Managing
Company (Terra Firma Group Limited) and the Coraheral of Samoa in Auckland. This
bank account receives cash from tenants to paytemance fees and expenses as well as the
fee by the management company. The rentals recei@dded GST and payments also
included GST, so a GST return was filed for theaadactions. With the exception of a few
monthly bills or invoices that were paid directdhgh the bank, most of the bills were paid by
the management company on a reimbursable basigadtnot clear what documents were
provided for these payments to be reimbursed; hewthe audit was comforted by the fact
that there was independent verification and cherkixercised by the Consul General as the
counter signature. The management company wasapaionthly fee of $1,650. The driver of
the Consulate was also paid a monthly securitypfeg250 and also stayed in the building rent
free. The issue of accommodation for the Driver vegorted in the past.

The audited noted with concern major outstandimgsr&éom some tenants which included the
Samoa Tourism Authority, XTech Alarm, Consignmer@wNZealand Limited and Samian
Farquan. In fact, no rent was received from theé #aee tenants for the whole year under
review.
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12) Performance Audits

Two performance audits were conducted during tli#ed period. One was conducted as part
of PASAI Cooperative audits on the topic sustaiadidheries and the other on the Electric
Power Corporation for the period July 2008 — Jubi12

12.1 Sustainable Fisheries Management

The effective management and sustainable consenvatifisheries resource is very important
not just from an environmental perspective but aewause of its impact on country
economies and the improvements to the livelihoofisthe population. However, the
variability in oceanography and the impacts of elienchange thus influence the availability
and existence of tuna within the Pacific waterser€fore, it is important for the Pacific
region to have cohesive efforts in achieving sustale management of our tuna resources.

Over recent years, the Samoan Government has peigely made developments to the management
of tuna resources. Such developments includedatireching and implementation of the second Tuna
Management Plan 2011-2015 by the Ministry of Adtime and Fisheries through the Fisheries

Division. Also included is the current formation ah Agriculture and Fisheries Sector to take a
collaborative approach to the management of tusteefies in Samoa given the different contributions

from a number of agencies involved.

Samoa’s tuna fishery comprised of the troll fishang the tuna longline fishery. Both fisheries aper
within Samoa’s Exclusive Economic Zone (EEZ) of mpgmately 120,000kfinvolving vessels
raging from nine meters to over 20 meters in len@tarticipation in the Samoa commercial tuna
fishery is exclusively domestic with the fishingdt all based locally.

The overall objective of this audit was to assessefffectiveness of the actions taken by the Mipnist
Agriculture and Fisheries agencies to ensure swthe fisheries management with particular
emphasize on the following aspects:

» Key aspects of management of offshore fisherieplarened
» Economic returns from offshore fishery licensesl aocess agreements are appropriate

« Decision making concerning offshore fisheries iforimed by accurate assessments of the
fishery; and changes in the status of fishery avaitared and reported

Key findings
Key aspects of management of offshore fisheries plemnned
 There was a legal and policy framework that enswsestainable management of tuna

resources.

* The Fisheries Act 1988 should be reviewed to furttehance the legal framework for
fisheries.

e The Sector Plan and Tuna Management Plan addredbegbpects of sustainable tuna
management.

e The Tuna Management Plan 2011 - 2014 did not ifyekéy performance indicators (KPIs)
for monitoring its performance.

e Commercial Fishing Management Advisory CommitteeF-({@AC) should monitor the
implementation of the plans.

» Previous Tuna management Plan 2005-2009 has notreeiewed after its implementation.
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Economic returns from offshore fishery licenses aadcess agreements are appropriate

License fees and caps have been reviewed twicédbyCE-MAC and amended taking into

account the value and performance of the fishémnihsstry.

Negotiations on the Access agreements between Tamjd okelau should be prioritised and
progressively reported.

The Private Sector Support Facility (PSSF) Fundrisalternative funding that the fishing

industry should use to assist with its development.

The current taxation framework regarding duty figguts for the fishing industry should be

maintained.

Appropriate assistance from the Development Bansahoa should be considered for the
development of the fishing industry.

Decision making concerning offshore fisheries isfarmed by accurate assessments of the fishery;
and changes in the status of fishery are monitoraad reported

12.2

Port sampling activities and market landing survpysvided the main source of data for
estimation of annual catches and fishing effortifier domestic fleet.

The Observer Program should function at all timéserg the importance it has on the

reliability of data collected for decision making.

Data collected are properly stored and managedgusiuo separate databases, the local
“Offshore Database” and the regional “Tuffman Datss.

The Tuffman Database could not produce all relevamorts useful for better decision

making.

Electric Power Corporation — July 2008-June 20 11

The Electric Power Corporation (EPC) provided resgs on corrective actions being
progressed on the issues discussed below andspense is reflected in each issue.

A performance audit, under section 24 of the PuBbidies Performance and Accountability
Act, takes the form of an enquiry by the Controdad Chief Auditor as to the circumstances
and performance of a Public Body and shall incladeenquiry as to the performance of any
duty or responsibility under the Public Bodies Berfance and Accountability Act 2001, the
Companies Act 2001 or any empowering Act by anys@er director, Board of Directors or

Public Body.

The performance audit was not a criminal invesibgabut matters uncovered and reported
may warrant the appropriate authorities to deteertfithere are illegal and/or criminal matters
to investigate further and bring under the crimipr@ceedings or justice process.

The methodology used and detailed observationsclgsions and recommendations are
contained in sections Il and IV. It was our asse=® that in order to form value adding

recommendations it is important that we addressdoece instead of just the symptoms of the
problems as have already been publicised. The npeafice audit therefore attempted to cover
as much ground as possible in EPC operations $at tauld be able to form an assessment
based on evidence of EPC’s organisational problems.

In evaluating audit evidence emphasis was place@érmuring that the evidence collected,
analysed and applied were sufficient and apprapri@tfficiency of evidence relates to the
guantity collected while appropriateness relateshto quality of the evidence in terms of
reliability and relevance to the objective of thegagement and the legislative and policy
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10.

11.

12.

requirements pertaining to EPC. As discussed witmbers of management during the course
of the performance audit, it was important for gegformance audit to take place in order to
get some diagnostics as to the improvements EPQ gwiag forward. It is our view that the
problems identified were not as critical yet, f&?E still functioned acceptably financial-wise
managing to record increases in profit, asset guoityefrom the beginning of the performance
audit period to the end of the financial year 2010.

EPC also managed to achieve and accomplish nonefilaresults against expectations such
as progresses in identifying and sourcing alteveatnergy, increase in its customer base and
its highly effective response to the 2009 earthguakd tsunami in terms of restoration of
electricity to the affected areas.

Should the problems noted in the performance apeliallowed to grow further and not

addressed immediately, it is our view that EPCrefficial strength will start to experience
problems especially in light of the system lossi\gdocked in the range of 16% to 22% for the
three years examined. This assessment may changevéiowith the full and successful

implementation of the Power Sector Expansion Ptaj@d other renewable energy projects
which are expected to reduce the system loss f@¥ntb 10%.

The weaknesses and recommendations in each atd@ewdiscussed in detail. Suffice to state
herein that to address the issues noted in thenpeshce audit, EPC needs to reform its
organisational culture and human resource managesgrported by reinforcements to
governance, oversight, internal controls and commge with policy and legislative

requirements.

It is important in our view that the organisationalcorporate culture of EPC is reformed first
to lay the platform for reinforcements to govermanoversight, internal controls and
compliance. What this means is the encouragenmmahtpeomotion of an organisational or
corporate culture of performance, achievementspiance and ethics.

When the tone at the top is intact and firmly elihbd, the same culture will trickle down to
other staff levels. EPC therefore needs to lookthet ethics, past achievements and
performance of management and tone the behavithi®fgroup towards an organizational
culture of excellence and ethics. This includesingivand formalizing the appropriate
incentives thereby discouraging and minimising mi8onary practices and potential
preferential treatment.

In forming audit observations, conclusions and mem@ndations, it was difficult to ignore the

testimonies received during the course of the aoditthe achievements and performance
potential of individuals being suspended. Theral& however an extreme reluctance or
caution on the part of the performance audit tooadte for their continuation in the same
roles and responsibilities and with the same aitthor light of the weaknesses identified and

EPC'’s urgent need to embark on a new beginning.

When all the audit evidence is evaluated and weightiee conclusion drawn is that EPC’s
problems are organisational in nature associatddavcorporate or organizational culture that
gave rationalization and legitimacy to past pra&di@as the norm despite being wrong and
improper. In order to put in place long term rattlean temporary fixes, the response to the
problems must be organisational first before beiddressed at the individual staff level. Still,
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13.

14.

15.

addressing the personal factors of the issues rammaunt if EPC wants a new corporate
culture and image that will flow through to reforinsgovernance, oversight, internal controls
and compliance.

At the organisational level, the General ManagethesCEO has ultimate responsibility to
impose and enforce adequate internal controls.Wédeknesses and breakdown noted at the
organisational level affected almost all areasP®€peration such as finance and accounting,
personnel, inventory, properties and equipmenjeptananagement and legal.

In its reply in January 2014, EPC indicated thdtas undergone review and development of
its policies, procedures and processes putting tineptace for the effective implementation
and guidance of all decision making and enforcimggliance with these.

The General Manager relied on the advice and readations of Divisional Managers, Unit

Team Leaders as well as the Legal Advisor on nwmafpertaining to their specific areas.

Transparency and collective participation in detisinaking was extremely important. This

however was not always achieved. The internal obnteaknesses and breakdown at the
organizational level included:

» Discretionary decisions based on individual recoma¢ions perceived as
subjective and often impacting on employee morale;

e Inaction in addressing Legal Advisor qualificatipngxperience and
entittements. EPC indicated in its January 2014yréat it has recruited a
new Manager Legal through following proper humasotgce recruitment
and selection process;

« Allowing one person to perform three functions asfewhich is the very
important oversight function of internal audit. ER@licated in its January
2014 reply that it had filled all three managemguisitions separately
contracted on three year terms with the existingacdy of the Human
Resource Manager;

* Neglect of internal audit: EPC indicated in its Jary 2014 reply that it has
upgraded the leading role of Internal Audit to anager level position and
has recruited one in July 2012 with reporting resjalities to the Audit
Committee;

e Lack of action in recommending and establishmergroAudit Committee as
approved in the Corporate Plan. EPC indicatedsiddinuary 2014 reply that
an Audit Committee was established in 2012 comgjstbf two Board
members and one accountant from outside of EPC;

» Inaction on oversight reports from internal andeexal audit. EPC indicated
in its January 2014 reply that with the new manag@npersonnel recruited
since October 2011, internal audit reports are st#nfrom time to time to
the Audit Committee and General Manager for conatiten and appropriate
actions;

» Allowing excessive expenditures such as spendinfpod and spending on
corporate planning retreats. EPC indicated in atsudry 2014 reply that its
Corporate Plan review is conducted every two yedarsn 2012 during

working hours at EPC office premises;
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Allowing special allowance and overtime to staff feerforming lower and
normal duties, e.g. Corporate Plan preparation,alefdvisor receiving
allowance for being Acting Chief Internal Auditomda Acting Human
Resource Coordinator and Annual Report translatieC indicated in its
January 2014 reply that payment of such allowaocany staff has been
ceased with the assurance that such practice etittantinue;

Ex-gratia payment made of $45,000 in contraventibEPC Act 1980. EPC
indicated in its January 2014 reply that this pcachas been ceased since
new management in 2011. Furthermore, budget coatrdlcompliance check
processes have been effectively implemented sirmiiber 2012 when all
the requests for purchase were centralized to thenEe Department for
verification and endorsement before issuing of pase order;

Increasing donation and contributions in contraieenof EPC Act 1980. EPC
indicated in its January 2014 reply that budget eochpliance check have
been closely monitored since December 2012 whereallests for purchase
centralized to the Finance Department for verifamatind endorsement before
issuing purchase order;

Lack of corrective and remedial action on an EPMcKrpurchase and the
Vaitele Distribution Building construction. EPC iodted in its January 2014
reply that budget and compliance check have beeselyl monitored since
December 2012 when all requests for purchase wergratized to the
Finance Department for verification and endorserbeffitire issuing purchase
order. Management has also introduced the cerdgchfimrchase order system
since December 2012 and government procuremengguoes and guidelines
were gradually adopted in compliance with the BAeSitile. Any contract of
goods, services and works are tendered out ancuaeal by a Tender
Evaluation Committee whose reports are referrethéoBoard of Directors,
Tenders Board and Cabinet for approval based orestimmated price level.
EPC is currently implementing its procurement gliickss and procedures
effectively and would have eliminated a similareas reported ;

Override and circumvention of financial and accoumntprocesses and
procedures in the approval of expenditures relyimgtly on recommendation
of Legal Advisor and bypassing Corporate ServideBC indicated in its
January 2014 reply that the Finance Section hawasd the application of its
policies and procedures through the adoption ot#mdralized purchase order
system in place since December 2012 where any segeeeived would be
assessed in relation to its relevance and being gfathe approved work
programs, compliance with policies and procedures availability of funds
from the approved budget ;

Frequent non-compliance with government-wide legigé and policy
requirements with regards to competitive procure¢raed a specific approval
for secondment of EPC employees. EPC indicatedsidanuary 2014 reply
that management has introduced the centralizechpsecorder system since
December 2012 and government procurement proceduarkguidelines were
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gradually adopted in compliance with the B4 Sched#iny contract of
goods, services and works are tendered out anduatedl by a tender
evaluation committee whose reports are referredBdéard of Directors,
Tenders Board and Cabinet for approval based orestimated price level.
EPC is currently implementing its procurement gliiges and procedures
effectively and would have eliminated a similarecas reported;

* Increase in payments in cash in contraventiontefiral controls requiring all
payments by cheque except for petty payments. BEBiCated in its January
2014 reply that it has ceased the payment of casisdctions except for petty
cash reimbursements. All payments are processedghrissue of a cheque
supported by an approved purchase order;

* Neglect and carelessness in documentation of caghents as evidenced by
the absence of acquittals and evidence of recdiptash for some cash
payouts. EPC indicated in its January 2014 repdy the practice now is to
prepare a separate form for every cash paymensactions to be available
for signatures of the receiver. This form is atetho the payment voucher
after receivers’ signatures as a confirmation #iatash payments had been
received by the correct person;

* Increase in the use of the practice of substituagh collections used to
make cash payments with cheques payable to theofign. EPC has now
ceased this practice;

* Weakening of the internal audit function while repand complaints of theft
of assets and stores were frequent. EPC has upgthdeleading Internal
Audit function;

* Approving expenditures to related parties instefagtf@rral to an independent
party with same or higher authority. Matter nowrtgeaddressed with the new
purchase order system; and

» Lack of action on potential illegalities or irreguties pertaining to use of
EPC business for personal gain. Revised procuremédelines, upgrade of
internal audit and other reforms should eliminategularities or conflict of
interest.

16. The Samoa Audit Office will do its part to assi®RE further in terms of organising and/or
conducting further comprehensive surprise audiggkd from time to time until EPC
transition is completed successfully. This shoualdude working with the Internal Audit Unit
to strengthen its capabilities.

13) Special Examination

One of the capabilities built in the Institutior&tengthening Project relate to special examinatmmn
sometimes referred to infrequently, as special inquhis capability shares similar focus, objeesv
and methodology with performance audit. The SamaaitA Office conducted four special
examinations during the audited period. The fistezed within the report relates to the payment of
long service benefit to a retiree of the MinistfyRolice and Prisons. The second relates to lottery
sales revenue of the Samoa Sportslotto Agenciestfiitd relates to the construction of the sludge a
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Vaiaata Savai'i and the last one to unauthorizedoral of copper wires and sheets under the 2AP at
Mulinu'u.

The main concern or risk that the examinations wexsked to find whether there were any
irregularities. Incidental to this main focus wdwe texamination of the general internal control
structure and associated risks. In the end thee o evidence of irregularity in the first and-dhi
examinations but there were recommendations nealeg for future improvement. The results of the
second examination was sent to the Office of therAey General and the Totalisator Agency Board
to investigate further whether acts or omissionsowamed to irregularities. The last special
examination did not find adequate evidence to ifiemtho or how the copper wires and sheets were
removed.

13.1. Payment of End of Service Benefits - Minist  ry of Police

Summary of audit finding and recommendations:

1. The Ministry of Police and Prisons (MPP) providexpgonses on corrective actions being
progressed on the issues discussed below andsppense is reflected in each issue.

2. We recommended that the Ministry of Police shotlelak to ensure that the information on
any payroll authority such as the TY15 as well asisfry documents such as the End of
Service Entitlement Form was accurate before tfeses were submitted to the Ministry of
Finance. MPP has noted the recommendation for ingpnent in similar situations in the
future.

3. We also recommended that the Payroll Division aMinistry of Finance should thoroughly
check documents submitted to them for any payntebé tprocessed from the payroll.
Amendments or alterations were valid and authorigethe appropriate authorizing officer in
the Ministry submitting the document. MPP has agaited this recommendation for
improvement in similar situations in the future.

4. The retiree’s benefits should be determined in tartce with the scale provided in Schedule
1 of the Regulations. MPP has confirmed that theefiss were so determined including the
deduction after 24 November 2009.

5. Any payment made to the Retiree after 24 Novemb68Zhould be deducted from any final
payment of benefits due to him. This was in fatibfeed according to MPP.

6. The Ministry should provide explanations for th&fatence in leave entitlements prescribed in
the Regulation and the Manual and provide the gpte authority that sanctioned these
other benefits (such as the retirement leave). MEeated that regulation and the manual
agree for the sole authority on the benefits tthié of the Commissioner through application.

7. The Ministry should provide any record(s) to camfilong service leave balance and whether
or not any long service leave have been utilisgoaiat in lieu, during the years of service. The
Ministry should update leave records properly veiticurate information so that benefits of
members can be calculated accurately. MPP indidatiésl reply in January 2014 that the
observations and recommendations have been address

13.2. Samoa Sportslotto Agency — Lottery Sales Reve nue

Summary of audit finding and recommendations:

1. There were discrepancies in Samoa National Lotas d#etween daily revenue collections and
banking.
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10.

13.3.

There were delayed bankings of monies receivedinda National Lotto sales.

There were discrepancies in Total Mail System (TRR8yenue between daily revenue
collection and banking.

There were delayed bankings of monies received Mdad System (TMS) Revenue.
There were incomplete registers and missing redordevenue from bonus games.

There is a need for a proper system to manageanitbtthe issuing of bonus sheets of
revenue as well as the preparation of banking

There were salary advances, gifts for funeral gblegee relatives and petty payments made
from the operations accounts

There were no supporting documentations for traisacthat could amount to borrowing or
IOU.

Revenues received from lottery sales were misagplie

This matter was referred to the Office of Attorrig@gneral for a criminal investigation and
potential prosecution. Court case has been contplete

Sludge Construction at Vaia’ata, Savaii - Mi  nistry of
Environment

Summary of audit finding and recommendations:

1.

The Ministry of Natural Resources and EnvironmeMNRE) provided responses on
corrective actions being progressed on the issiseassed below and the response is reflected
in each issue.

From our review of interviews carried out with idified involved parties, it was noted that
there was poor supervision. There were too mangrsigor's representatives liaising with the
contractor and giving directions on how the corttsdould be carried out.

There were also no progress reports of the coriiru¢o support and verify any details
components of the Bill of Quantities (BOQ) compteses per claims put through for payment.
There were only two site visit reports, indicatithgit there were only two visits during the
contract period. In addition, not all the Assist8apervisors were present at the site visits and
the contractor or a representative was not pregeahese visits to clarify/ answer queries from
the Supervising Engineers and to present any fudinections for the project’s best interests.

Most of the monitoring and supervising was donegHhgy Supervising Engineer and there was
no formal report to the Project Supervisor (whoerefd to himself as the Assistant
Supervisor) regarding the actual progress of thmestraction. This was due to the fact that the
Supervising Engineer reports directly to Henk Gijae of MWH but not to the Project
Supervisor. It was also evident that there was poarmunication that resulted in no proper
group site visits. There was also no formal recokdelecting/appointing the Supervisor's
representatives; the supervising engineer was actett with Montgomery but not with the
WASSP. There was also unclear issue of the repgplities other supervisors and the role of
the Deputy Project Coordinator.
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It was apparent that the original design was ndaBble for the site especially it rained when
the construction work was progressing. This ledrtiendments of the original design which
the contractor claimed were not amendments butavediole new design that changed the
scope of the work by enlarging the volume of thalgke lagoons that also required additional
materials and a change of layout of the sludgedagoand plant beds. This resulted in
carrying out extra work in re-shifting the pilesrofiterials to the opposite side of the original
location. There was also a claim by the contratttat the site was not properly surveyed and
the boundaries were not clear; yet by the timectiveect parameter of the area of site was set,
the contractor had cleared the areas way beyonsitheé/Ne also wanted to point out the need
for an environmental assessment and review of ithe We believe that poor designing had
also contributed to the lapse of the project amuh thuestioning how the design was done in
the first place. Due to the technicality of the lgmimg the engineering facts in the design, we
strongly recommend to have an Independent EngRReeiewer to review the original and the
new design.

From our review of minutes of committee meetindggreé were 14 meeting with recorded
minutes; out of that 14, only 3 meetings had sigmédutes by both the Secretary and the
Chairman, the rest were unsigned. We also notednibiaall meetings had records as the
meeting held at the Samoa Water Authority.

The total contracted price was $702,260.73 inclgldWAGST/other taxes. A total of
$507,493.97 has been paid to the contractor which2i26% of the contracted price. This
amount was paid through three separate paymenheosic From our review of these payment
vouchers, audit noted the absence of an invoicelastdof proper certification that the paid
task has been completed.

DATE

CHEQUE CHEQUE PAYEE DESCRIPTION
No. AMOUNT SAT $

4/3/2011 101733 210,679.60 Alafua Advance payment: 30% of the contracted sum as per

Transport Article 46.(1) and (2); 10% on signing the contract & 20%
on presentation profoma invoice for purchase of materials

19/5/2011 102071 123,074.84 Alafua 1st payment for Vaiaata sludge treatment facility: period

Transport March 03 -April 28, 2010

28/5/2011 102120 173,739.53 Alafua 3rd payment for the Vaiaata Sludge treatment facility PE

Transport 30 May - 28 April 2010

8.

A site visit was carried out by the Audit team andias apparent the road was inaccessible.
One of the components included in the project veasaintain the road and the drainages
towards the location of the site. It was also nated site is like a water catchment areas with
lots of small streams running around the area. Ghestion was, was there an EIA -
environmental impact assessment conducted foritdhéasconfirm the project would not have
any impact in the environment.
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13.4. Special Examination on the loss and disappear ance of copper
sheets and cables from the 2AP Mast at Mulinu’u

Summary of audit finding and recommendations:

Cabinet, through F.K. (12) 07 dated 11 January®2@dquested a special examination into the matter
of the removal of copper cables from under the B#dadcasting mast at Mulinu’u before the Samoa
Broadcasting Corporation was privatised.

The Audit Office conducted the special examinatamg the results of this investigation revealed the
following. The Ministry of Communications and Infoation Technology (MCIT) provided responses
on corrective actions being progressed on the ssdisgussed below and the response is reflected in
each issue:

* Not one of the officers still working, and thoseanave already left the 2AP, knew of when
the copper cables were removed from the 2AP madubiu u;

« The CEO statement that the site of the mast wae @lear and visible without any trees
growing wild there, was quite the opposite of thasensus statement of the staff that the mast
was deeply covered with a forest and trees somaich made it impossible to see the mast
base and its surroundings, and this forest maeasier for the intending thieves and burglars
to enter, dig and take away the cables and otHenti@gs missing without any detection;

« The testimony by the companies dealing with scrafala was that there were people coming
in with copper wire, aluminium wires and other gcraetals for sale but they could not recall
who they were;

* The countries where the copper wires and othepsuoetals were exported to were Singapore,
Taiwan, New Zealand and Australia. Some were seinberican Samoa in transit for the
United States of America;

« The testimony by the companies that scraped theé aad built the seawall behind the mast
was that they never knew of any copper wires aqpeomats, and that they never dug up
any cables and had never taken out any cablesNtolinu’u;

* There were companies that scraped the sand andswepected by the 2AP officials as the
culprits, however, these companies strongly reftivedcontention stating that they never dug
up any cables and had never taken away any cableswihere they scraped the sand. Audit
could not obtain any solid concrete evidence wheielzould be pinpointed with absolute
certainty that this was the company that had takercopper wires from Mulinu’u;

* |t was a fact that there was no solid evidence ¢batd identify any one person, or persons or
a company that removed the copper cables fromAlfreriast.
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14)  Other Audit Activities

These other audit activities include infrequenbie-off activities such as auctions, stock-take
and so forth.

14.1. Public Auction Customs Warehouse — 26
November 2011

Summary of audit finding and recommendations:

1. The Ministry for Revenue (MFR) provided responseas aorrective actions being
progressed on the issues discussed below andsihens is reflected in each issue.

2. A fair number of customs officers were present,dawieral were not clear of duties. MFR
agreed and have made amends. Officers involved meveand on the job training

3. Physical process of removing items from warehouse poorly monitored such as the
disappearance of Lot #127. MFR agreed and confirtma&idbecause it was a small box of
nails, it could have been taken by mistake by tmiwg bidder of another lot. MFR
commits to tighter controls in the future.

4. Alteration of vouchers containing winning bids vath authorizing signatures. MFR
agreed that the mistake was inadvertently madeamhitted to improvement in future
auctions.
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