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'LUHFWRUYfYV 2YHUYLHZ

My Office plays an important part in strengthening accountability, integrity, and transparency in the public secto
FDUU\LQJ RXW ZRUN WKDW LV FUHGLEOH DQG KLJK TXDOtheN\ ZH DLl
public sector.

Our work gives us direct interaction with, and insight into, how the public sector is operating.

| am pleased to present this report on the results of our work pertaining to the six Ministerial Support Offices for
past four years to date (220B.8)
1. Prime Ministers Support Offitenorable Henry Puna
Office of the Deputy Prime Miaddtamorable Teariki Heather
Office of the Leader of Opposition
OLQLVWHU ODUN %URZQYV 6XSSRUW 2IILFH
Minister NadiODVVLHYV 6 XSSRUW 2IILFH
OLQLVWHU $OEHUW 1LFKRODVTV 6XSSRUW 2IILFH
OLQLVWHU .LULDX 7XUHSXYV 6XSSRUW 2IILFH

Noo,rwdN

The overall the results of our work undertaken over the past four years have been satisfactory. Unmodified
conclusions, a clean bill of health, were given to all the Ministerial Support Offices with the exception of three
occasionsd XDOLILHG FRQFOXVLRQV ZHUH LVVXHG IRU IRUPHU OLQLVWH
financial year, Office of the Leader of the Opposition for 30 June 2017 andfoi2IGVIinist® DVVLHYV 6XS
Office for 30 June 2018.

The qualified conclusions were due to MinidgteD X 7XUHSXYV 6XSSRUW 2IILFH LQFRUUH
finance $29,130 in social responsibility activities during the financial year and missing supporting documentatiol
was misplaced during the handover process for both the Office of the Leader of Opposition and Minister Nadi
*ODVVLHIV 6XSSRUW 2IILFH

Al

AIIen Pérker
Director of Audit
07 February 2019




Part 1+Types of Engagements

The Director has the statutory duty under article 71 of the Cook Islands Constitution to audit the information tha
public entities are required to have audited. Most of our work (currently about 95%) comprises of annual audits
reviews amalyeed upon procedures of the financial reports of public entities.

Financial audits

Annual audits provide independent assurance about the reliability of financial statements that public entities are
required to report. We issue an audit report for each audit we carry out, which includes our opinion about the fa
of the presentation of the financial statements. We are now working with public sector entities to help improve tl
information they report.

To give managers and governors of public entities assurance about significant matters, we prepare manageme
reports. These detail our main findings and recommendations, and help managers and governors to understanc
well their management systems and controls are working. For example, a management report may include our
on how well a public entity manages its resources, including its operational practices and policies.

Forming an audit opinion on financial statements requires us to look at the underlying accounts and records,
including the systems and processes used to generate this information. Auditing standards require us to have &
based approach to gathering and assessing audit evidence. To address identified risks, we seek evidence that
financial balances and disclosures are reasonable.

Agreed upon procedures (AUP)
In the 2012/13 financial year, the Office revised its approach in conducting audits. The revised approach require
Office to rank entities based on materiality and risk. Audits were performed on entities that were rated high risk
material to whole of Government financial statements. The remaining lower risk and less material entities, agres
upon procedures (AUP) were performed.

The Office performs procedures of an audit nature as agreed with the dngtgrgféctitgoes not provide

a conclusion or opinion on the financial statements. The Office completes only the procedures outlined in the
engagement letter and reports only the factual findings of those procedures. AUP engagements are done in
accordance with the Statement of Agreed Upon Procedures Standards (APS-1).

Verification of the following account balances is undertaken when conducting an AUP:
i. ~ Crown appropriation revenue
ii. Personnel expense
iii.  Capital expenditure
iv.  Crown receivables
v.  Crown payables

The balances above are tested due to their size and risk of misstatement at the whole of Government level. The
Office also provides a management report to managers and governors of public entities when conducting an Al
The AUP approach was applied to financial statements from 2011 to 2015 financial year. For the 2016 financia
statements and onwards of lower risk public entities, the Office conducted reviews of these financial statements



Reviews

Reviews were conducted for the 2016 financial year and@ gnidardlsHUP pILQDQFLDO DXGLWY Gl
in which the auditor providesonable assuranom the financial statements of public entities. Reasonable
assurance is the highest level of assurance that an assurance practitioner (the Office) can provide. Review
engagements are engagements in Whitthdilevel of assuranceprovided. As indicated by the definition,

limited assurance is a lower level of assurance than reasonable assurance. Nonetheless, a review engagemen
still an evidence-based engagement.

Key differences between audit and review engagements
1. Level of assurance provided

Engagemen Assurance level Form of expression

Audit Reasonable assuranct Opinion
(positive) 3, RXU RSLQLRQ WKH ILQDQFLDO VWDW
X to X for the year ended 30 June 20XX comply with generally acc
accounting practices as defined by the Ministry of Finance and Ecc
Management Act 1985and present fairly, in all material respects, th
financial position of (the Ministry or Office) as at 30 June 20XX anc
performance and its cash flows for the year then ended in accordal
,QWHUQDWLRQDO 3XEOLF 6HFWRU $FFR)>
Review Limited assurance Conclusion
(negative) Based on our review, nothing has come to our attention that cause
believe that these financial statements do not give a true and fair v
financial position of (the Ministry or Office) as at 30 June 20XX, ani
performance and cash flows for the year then ended in accordance
International Public Sector Accounting Standards.

2. Nature and extent of procedures performed

Procedures Audit REVIE
Analytical procedures X X
Make enquiries, primarily of those persons responsible for financial and X X
accounting matters

Obtain an understanding of the entity to the extent that is required to achieve ti X
objectives of the engagement

Obtain an understanding of the entity and its industry, operations, ownership ai X

governance structures, to enable the auditor to understand transactions, accot
balances and disclosures in th&/aftivV ILQDQFLDO VWDWHPHQW

Make enquiries of management and others for the purpose of identifying risks « X
material misstatement in the financial statements

Corroborate information obtained from others within the entity X
Undertake observation and tests of controls X
Undertake substantive tests of details X

This list of procedures demonstrates that the extent of work performed in a review engagement is usually
considerably less than in an audit, and is not intended to be a conclusive list. If a matter comes to the attention
Office that causes them to believe that the financial information may be materially misstated, the Office may ex
the procedures employed in order to draw the appropriate conclusions on the financial statements.



Part 2tSummary of Results and Findings

The overall results of our reviews and agreed upon procedures undertaken over the past four years have been
satisfactory. Unmodified conclusions, a clean bill of health, were given to all the Mirfistesialituiyeort O
exception of three occasions. Qualified conclusions weréoisaaed/inister Kiriau Tufepu6 XSSRUW 2I1ILFH
the30 June 2017 financiallyelrDGHU R1 WKH 2& SRMie\RARIQMér RiristérMadi

*O D V V L bttfOAficeXd® 30 June 2018.

Minister Kiriau Tureptv 6 X S S R U3 Jarid RAFA Qualified Conclusion

Other expenses reported at $74,646 was qualified due to the Support Office using operating funds to finance $:
in social responsibility activities during the financial year. This related primarily to Matavera Church and Sports
donations. As the funds were used solely for the benefit of the Matavera constituency, this increases the percei
risk to the Minister of unequal treatment and being biased towards his own constituents.

These donations should have been covered by tHeSBOBM@sponsibility Fund, thus resulting in a breach of
theCook Islands Government Financial Policies and Procedures Manual 8IIGFRAPM)V H F Whe R Q
appropriation is not intended to cover ddhatiotsH 32 % 2 & 6 R F L D Ois intedaRtQadUeE AIIO L W\ ) X Q
donations and grants. Also stipulated in the CIGFPPM the S§Rygmtapffatéon is intended to cover normal
operating costs of the Support Office and not donations.

/IHDGHU RI WKH 2S SBRWh&201R Qualifiedd QoRdiusifon

Other expense reported at $55,699 could not be confirmed due to lack of supporting documents. The general le
details for the period July to August 2016 (2 months) could not be located by Management. The supporting
documentation was lost during the handover process of the Opposition Office.

OLQLVWHU 1DGL *OD V30Uthe\208 XQualfidd \Workludidh H

Other expense reported at $71,712 could not be confirmed due to lack of supporting documents. Management
unable to locate supporting documentation as most of the payment vouchers were misplaced during the hando
process of the Support Office. 10 months (Ju@20PD18) worth of payment vouchers could not be located.

Besides the above qualified conclusions issued, there were no other significant issues identifiedl For details of 1
management reports issued to each Ministerial Support Office, please refer to the attached reports.

1 POBOC (Payments on behalf of Crowaje payments administered directly by the Crown



Table 1 Types of conclusions issued per Support Office

2018 2017 2016 2015

e B S S
Support Office
Office of the Unmodified Unmodified Unmodified AUP Report
Deputy Prime

Minister
Office of the
Leader of
Opposition

Unmodified Unmodified Unmodified AUP Report
Brown

EEll oo | e v
Glassie

Unmodified Unmodified Unmodified AUP Report
Nicholas

- SR
Turepu




Part 3tManagement Reports

2018 Financial Year
1. Prime Ministers Support Offitenorable Henry Puna
2. Office of the Deputy Prime Miridtmrorable Teariki Heather
3. Office of the Leader of Opposition
4. OLQLVWHU ODUN %URZQYV 6XSSRUW 2IILFH
5. OLQLVWHU 1DGL *ODVVLHYV 6XSSRUW 2IILFH
6. OLQLVWHU $OEHUW 1LFKRODVYV 6XSSRUW 2IILFH
7. MLQLVWHU .LULDX 7XUHSXfV 6XSSRUW 2IILFH



COOK ISLANDS AUDIT OFFICE

Review
Management Report
for 30 June 2018

SULPH OLQLVWHUTV 6XSSRUW 211

Edwin Pittman, Chief Executive Officer
Distribution List:

Hon Henry Puna, Prime Minister

Hon Mark Brown, Minister of Finance

Garth Henderson, Financial Secretary

Russell Thomas, Public Service Commissioner

Geoff StoddaRublic Expenditure Review Committee (PERC) Chairperson
Heinz Matysik, PERC Member

Joe Caffery, PERC Member

Date of Report: 13 Decemb@t8 =




COOK ISLANDS AUDIT OFFICE

TABLE OF CONTENTS

1 INTRODUGCTION L.ttt e s et e e e e e et e e e e e e e e e e e e n e e e e s e e nnnr e e e e e e e ennnes I TRTT
2 AUDIT FINDINGS ...t e e e e e e e e e e e e e s e e e e e Ao,
3 CONCLUSION L.ttt e et e e e e e e e e e e e s e e st e e s e s s bbb e b e s s e e e e e e e e e e e s Dirrnnninns
4  APPENDIX 1: STATUS OF RECOMMENDATIONS MADE IN PREVIOUS MANAGEMENT

REP O R T S, e e e e e e e e e e e e r e e r e e r e e e e e e e e e e S TR
5 DEFINITIONS *REVIEW RISK RATING AND CONCLUSION ...ccooiiiiiiiiiiiie e 7.




COOK ISLANDS AUDIT OFFICE

1 Introduction

We have completed the Review for theORri@de VW H U V  fd@ X8 SRieWded BOLJuke 2018 in
accordance with our arrangements letter dated 5 December 20i@rasestepar findings and draws
attention to areas where3dh¢éL PH OL QL V W H U0OMficed){sSdsiRguMI @ IwhdfeHwe have made
recommendations for improvement.

The review procedures we performed are summarized as follows:

X We perform a review of the financial statemer@sJof th¢d OL Q L VW H Which cdX@iSeR U W 2
the statement of financial position, statement of comprehensive ircdrob¢ltatges in equity
statement of appropriations and statement of cash flows for the§/danerf<dB 3

X We documented and performed a walk-through of processes and isteintiec@ifion
respect of trading revenue, personnel costs, cash at bank, operating rexestydiplest @gnd
equipment, receivables, and payables.

X We undertook an examination @flthe EdtifpNance with key legislation and regulations.

The reviewas conducted in accordance with the International Standard ngagement& (ISRE) 2400
tEngagements to Review Historical Financial Statements. The scopietio¢ dimevieal statements is
substantially less than the scope of an audit conducted in aticdndamadional Standards of Supreme
Audit Institutions (ISSAI) whose objective is the expression of an opiniofimagaialistateenents and
accordingly, we shall express no such opinion.

We agreed to report to you any matters which come to our attention thbeyewaneexf.t
Basis for Conclusion

We have issued an Unmodified Conclusion on th¥ Officgtaténtehtd fOr the 30 June 2018 financial
year.




COOK ISLANDS AUDIT OFFICE

2 Audit Findings

The Officgréview engagement for the 2018 financial year did not reveal arsgsemthesnte think
Management should be made aware of. This was consistentiifitie Sl HUIRUPDQFH RYHU
years where no significant issues were identified.

Therefore we would like to commend Management on the great effort mamt&ahmgiy lthe| of
performance as seen in prior years. This is testament to the strong internal cessalalamd busin
prevalent within the Office. We look forward to the continuation of this exoekeint therforara to
come.




COOK ISLANDS AUDIT OFFICE

3 Conclusion

I would like to take this opportunity to thank you and your staff forsthedan@@ssed during the
engagement.

To conclude the Audit Office is always looking for ways of improving our service and would appreciate any feec
and your staff may wish to make. Please ensure that you complete the client survey questioptatignugion the cor
this audit. This can be accessed by clicking on to the folwpsiivinky.surveymonkey.com/s/JQ36TL2

Yours sincerely

/&Ofm " w

Allen Parker
Director of Audit



https://www.surveymonkey.com/s/JQ36TL2

COOK ISLANDS AUDIT OFFICE

4  Appendix 1: Status of recommendations made in previous management reports.

Table A: Cleared Matters

Matter | Recommendation | Outcome and Status
None

Table B: Outstanding Matters
Matter | Recommendation | Outcome and Status

None




COOK ISLANDS AUDIT OFFICE

5 Definitions2Review Risk Rating and Conclusion

The definitions used to rate the risks ofré&/ HY KDV EHHQ DGRSWHG IURP WKH &RRI

Risk Rating Definition

SRWHQWLDO IRU XQIDYRXUDEOH RU QRWLFHDE O Hexpéhditii
High human resources and/or reputation.
ODQDJHPHQW DWWHQWLRQ LV UHTXLUHG WR HQVXUH WKI

SRWHQWLDO IRU XQIDYRXUDEOH RU QHJDhuéme, xderdBUDer Wi
Medium resources and/or reputation.
Management needs to establish controls to address risk identified.

SRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDWLRQTV R

Low Management needs to identify if there is a cost benefit in establishing increased controls.
Review Definition
Conclusion

An unmodified conclusion is expressed when the auditor is satisfied in all material respects w
Unmodified | which an overall conclusion is required to be drawn.

A modified conclusion is expressed when either of the following circumstances exists:

(@ WKHUH LV D OLPLWDWLRQ RQ WKH VFRSH RI WKH DXGLV
(b) the auditor disagrees with the treatrdmalasure of a matter in the written assertion or set
RI DVVHUWLRQV DQG LQ WKH DXGLWRUTY MXGJHPHQW,

Modified In order of severity (most to least), qualified review conclusions may take the following form:

x DisclaimetH[SUHVVHG ZKHQ WKHUH LV D OLPLWDWLRQ RQ V

x Adversetexpressed when the results of a disagreement with management or a conflict bet
financial reporting frameworks is significant and pervasive

X Qualifiedtexpressed when an unmodified conclusion is inappropriate because of a dis
management or a conflict between applicable financial reporting framewaorks is not so signifi




COOK ISLANDS AUDIT OFFICE

Review
Management Report
for 30 June 2018

'"HSXW\ 3ULPH O ISQipmM\Dffice TV

Nga Puna, Chief Executive Officer
Distribution List:

Hon Robert Tepaetau, Minister

Hon Mark Brown, Minister of Finance

Garth Henderson, Financial Secretary

Russell Thomas, Public Service Commissioner
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Date of Report: 17 Decemp@ts /&
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COOK ISLANDS AUDIT OFFICE

1 Introduction

We have completed the Review for the Deputy PrinfeSMaopeteOffice for the year ended 30 June 2018
in accordance with our arrangements letter dated 5 Decemiseep0tifreisents our findings and draws
attention to areas where the DRputy Minist§rSupport Office ("Office") is doing well or where we have
made recommendations for improvement.

The review procedures we performed are summarized as follows:

x We perform a review of the financial statements of the Deputy PYiSigpplnistdfice, which
comprises the statement of financial position, statement of compreherssateniecdnod,
changes in equity, statement of appropriations and statement ofr ¢hshyflawsrided 30 June
2018

X We documented and performed a walk-through of processes and isterintiec@ition
respect of trading revenue, personnel costs, cash at bank, operating rexestydiplest gnd
equipment, receivables, and payables.

X We undertook an examination @flthe EdtifpNance with key legislation and regulations.

The review was conducted in accordance with the Internatidral Revidew Engagements (ISRE) 2400
tEngagements to Review Historical Financial Statements. The scopitioé dimevieal statements is
substantially less than the scope of an audit conducted in adtontemegioviel Standards of Supreme
Audit Institutions (ISSAI) whose objective is the expression of an opiniofimagaialistateenents and
accordingly, we shall express no such opinion.

We agreed to report to you any matters which come to our attention thaeyawaneexf.t
Basis for Conclusion

We have issued an Unmodified Conclusion on the Deputy Pri8appmist@ffice financial statements
for the 30 June 2018 financial year.

18



COOK ISLANDS AUDIT OFFICE

2 Audit Findings

The Offic@réview engagement for the 2018 financial year did not reveal aimgsagmifienwe think
Management should be made aware of. This was consistentfitffiifer@®kince over the past 4
years where no significant issues were identified

Therefore we would like to commend Management on the greatreffgrtheaeuae high level of
performance as seen in prior years. This is testament to the strong internal cessalslaurd busin
prevalent within the Qffitkelook forward to the continuation of this excellent performance in the years tc
come.

19



COOK ISLANDS AUDIT OFFICE

3 Conclusion

I would like to take this opportunity to thank you and your staff forsthedan@@ssed during the
engagement.

Yours sincerely

Abe

Allen Parker
Director of Audit




COOK ISLANDS AUDIT OFFICE

4  Appendix 1: Status of recommendations made in previous management reports.

Table A: Cleared Matters

Matter | Recommendation | Outcome and Status
None

Table B: Outstanding Matters
Matter | Recommendation | Outcome and Status

None

21



COOK ISLANDS AUDIT OFFICE

5 Definitions2Review Risk Rating and Conclusions

The definitions used to rate the risks ofré&/ HY KDV EHHQ DGRSWHG IURP WKH &RRI

Risk Rating Definition

SRWHQWLDO IRU XQIDYRXUDEOH RU QRWLFHDEOH
expenditure, human resources and/or reputation.

Management attention is required to ensure that the risk is managed ifRlide) Wit tk
objectives.

High

SRWHQWLDO IRU XQIDYRXUDEOH RU QHJDWLYH LP
Medium human resources and/or reputation.
Management needs to establish controls to address risk identified.

SRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDW
Low and/or reputation.
Management needs to identify if there is a cost benefit in establishing increased cot

Conclusion Definition

An unmodified conclusion is expressed when the auditor is satisfied in all matkriak
Unmodified | matters on which an overall conclusion is required to be drawn.

A madified conclusion is expressed when either of the following circumstances exis

(@ WKHUH LV D OLPLWDWLRQ RQ WKH VFRSH RI WK
(b) the auditor disagrees with the treatment or disclosure of a matter in the written
RI DVVHUWLRQVY DQG LQ WKH DXGLW R befrvatéix.G J

In order of severity (most to least), qualified review conclusions may take the follow

Modified X DisclaimetH[SUHVVHG ZKHQ WKHUH LV D OLPLWDWL
audit evidence

x Adversetexpressed when the results of a disagreement with management or a ¢
applicable financial reporting frameworks is significant and pervasive

x Qualified+ expressed when an unmodified conclusion is inappropriate bec
disagreement with management or a conflict between applicable financial repoi
is not so significant and pervasive

22
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COOK ISLANDS AUDIT OFFICE

1 Introduction

We have completed the Review for Office of the Leader of the Qppgstorhoied 30 June 2018 in
accordance with our arrangements lettér Diatedhber 20IBhis report presents our findings and draws
attention to areas where the Office of the Leader of the (@pfboslt) is doing well or where we have
made recommendations for improvement.

The review procedures we performed are summarized as follows:

X We perform a review of the financial statements of the Office, whible ctetgmses of financial
position, statement of comprehensive income, statement of changestaitensentityof
appropriations and statement of cash flows for the year ended 30 June 2018.

x We documented and performed a walk-through of processes and isterintdiec@ftroa
respect of trading revenue, personnel costs, cash at bank, operating rexeetydiplaat @and
equipment, receivables, and payables.

X WeXQGHUWRRN DQ H[DPLQDWLRQ RI WKH 2IILFHYV FRPSOL

The review was conducted in accordance with the Internatioonal B¢amelarfingagements (ISRE) 2400
+Engagements to Review Historical Financial Statements. The scopletioé dimavieial gtatements is
substantially less than the scope of an audit conducted in aticdndamagional Standards of Supreme
Audit Institutions (ISSAI) whose objective is the expression of an opiniofimageialiatatbments and
accordingly, we shall express no such opinion.

We agreed to report to you any matters which come to our attention tihaeyanwaresaf.
Review Conclusion

We have issued anmodified conclusion onzhéL Fikdfidial statements for the 30 June 2018 financial
year.




COOK ISLANDS AUDIT OFFICE

2 Review Findings

The purpose of this report is to present the r#gtslo2 I ILFH TV U MedladdofltRdlsdves H
arising out of the review that we think management should be mad&awa2d bEFHYYV UHYLHZ
engagement for the 2018 financial year did not reveal any significant thauedtnzagesnent should

be made aware of.

We would also like to acknowledge the efforts of Management in improving noeesaésarticl p
financial reporting procedures. As a result, an unmodified audit report h&sr beers(s3uad 2018
financial year.

Appendix Jrovides a summary of the status of prior year issues. We would like to commend the Office
clearing all issues raised in the prior year management report.




COOK ISLANDS AUDIT OFFICE

3 Conclusion

| would like to thank you and your staff for the kind assistance received duririgeghie\cewse o

Yours sincerely

Ab

Allen Parker
Director of Audit




COOK ISLANDS AUDIT OFFICE

4  Appendix 1:

Status of recommendations made in previous management reports.

Table A: Outstanding Matters

Matter

| Recommendation

| Outcome and status

No outstanding matters

Table B: Cleared Matters

Matter

Recommendation

| Outcome and Status

Other Expense

The following issues were identified during oy
of Other Expenses:

We were unable to perform a walkthrough an
complete our testing of Other Expenses of $5
as not all the relevant supporting documents
available for review. In particular, the general
detail fo$12,174 in Other Expenseiufgito
August 2016 (2 months) could not be located
Management

As a consequence, we were unable to confirn
Other Expenses were complete, accurate ang
fide.

Werecommend the following:

To ensure that supporting documents
not lost during the change in Oppositiq
Leader transition period, the outgoing
administration should ensure that all

supporting documents relating to the (
are carefully filed away in a secure log
This includes electronic information.

This helps to ensure that the financial
statements and systems of the Office
continue to operate effectively, even d
a transition period.

Issue cleared

Property, Plant & Equipment (PPE) Register

Review of PPE revealed that the 20% depr
rate applied to nine (9) individual computer eq
was inconsistent with the 25% rate stipulate
Cook Islands Government Financial Policies
Procedures Manual (CIGFPPM

We recommend that the depreciation

computer equipment is changed from

(or 5 years) to 25% (4 years) for consi
with th&€IGFPPM

Issue cleared




COOK ISLANDS AUDIT OFFICE

5 Definitions2Review Risk Rating and Conclusion

The definitions used to rate the rikfkg WIXHY KDV EHHQ DGRSWHG IURP WKH &RRN ,V

Risk Definition
Rating

SBRWHQWLDO IRU XQIDYRXUDEOH RU QRWLFHDEOH QHJDWLY
resources and/or reputation.

High ODQDJHPHQW DWWHQWLRQ LV UHTXLUHG WR HQVXUH WKDW
SRWHQWLDO IRU XQIDYRXUDEOH RU QHJDWLYH LPSDFW RQ
Medium and/or reputation.

Management needs to establish controls to address risk identified.

SRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDWLRQYV REM
Low Management needs to identify if there is a cost benefit in establishing increased controls.

Review Definition
Conclusion

An unmodified conclusion is expressed when the auditor is satisfied in all material respects
Unmodified | which an overall conclusion is required to be drawn.

A modified conclusion is expressed when either of the following circumstances exists:

@ WKHUH LV D OLPLWDWLRQ RQ WKH VFRSH RI WKH DXG
(b) the auditor disagrees with the treatment or disclosure of a matter in the written assertion
ol DVVHUWLRQV DQG LQ WKH DXGLWRUTV MXGJHPHQ

In order of severity (most to least), qualified review conclusions may take the following form:

Modified x Disclaimetexpressed when there is a limitation brxtl@L WR UV ZRUN DV D
evidence

x Adversetexpressed when the results of a disagreement with management or a conflict bef
financial reporting frameworks is significant and pervasive

X Qualifiedtexpressed when an unmodified conclusion is inappropriate because of a dis
management or a conflict between applicable financial reporting frameworks is not s
pervasive
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COOK ISLANDS AUDIT OFFICE

1 Introduction

We have completed the review for Ministef Boppart Office for the year ended 30 June 2018 in
accordance with our arrangements letter dated 5 December 20i@rasestepar findings and draws
attention to areas where Minister BBwpport Office ("Office") is doing well or where we have made
recommendations for improvement.

The review procedures we performed are summarized as follows:

x We performed a review of the financial statements of the Officprigdscthemtatement of
financial position, statement of comprehensive income, statement eqaitgngegement of
appropriations and statement of cash flows for the year endeti830 June 20

X We documented and performed a walk-through of processes and isterintiec@itios
respect of trading revenue, personnel costs, cash at bank, operatingepetdifieat and
equipment, receivables, and payables.

X We undertook an examination @flthe EdtinfpNance with key legislation and regulations.

The review was conducted in accordance with the International B¢aelafngagements (ISRE) 2400
+Engagements to Review Historical Financial Statements. The scopletioé dimavieial gtatements is
substantially less than the scope of an audit conducted in adtontamedional Standards of Supreme
Audit Institutions (ISSAI) whose objective is the expression of an opiniofimageialiatatbments and
accordingly, we shall express no such opinion.

We agreed to report to you any matters which come to our attention tihaeyawareeaf.
Basis for Conclusion

We have issued 8Q PR GLILHG &R QF Offancigl Gtatei@entd KoHth2 BOLJXameRU18 financial
year.




COOK ISLANDS AUDIT OFFICE

2 Review Findings

The purpose of this report is to present the result¢ ldf rél IV UHYLHZ IRU WKH \HD
arising out of the review that we think management should be mad&d&wa2d bEFHYYV UHYLHZ
engagement for the 2018 financial year did not reveal any significant issikelgl dmatgeetnt should

be made aware of.

Appendix Jrovides a summary of the status of prior year issues. We would like to commend the Office
clearing the issue raised in the prior year management report.




COOK ISLANDS AUDIT OFFICE

3 Conclusion

I would like to thank you and your staff for the assistance received during the engagement.

Yours sincerely

Aok

Allen Parker
Director of Audit




COOK ISLANDS AUDIT OFFICE

4  Appendix 1:

Status of recommendations made in previous management reports.

Table A:

Cleared Matters

Matter

| Recommendation

Outcome and Status

Property, Plant and Equipment

Review of property, plant and equipment (PPE) re
the following:
1.

The PPE register was not updated appropriate
was also noted that the depreciation expense 1
Motor Vehicle was incorrectly calculated in the
year. This resulted in an opening accumulated
depreciation balance that was incorrect by $52

We recommend the following:

1. The Office should ensure that
PPE register is appropriately updg
and reviewed for accuracy,
completeness and proper valuat
This includes ensuring that
depreciation of PPE is calculate(

Issue cleared.

2. Anasset with an original cost of $1,204 was pH correctly.
disposed of as a result of being damaged. The
disposal amounted to $502. However in the gg Once Management is satisfied W
OHGJHU WKLV ORVV ZDV LQH the accuracy of the PPE register
WUDQVIHUUHG RXWTY (¢meatwdy should then be reconciled to the
therefore proposed to correct the entry. general ledger to ensure that thig
LQIRUPDWLRQ IORZ
financial statements.
2.Due diligence and care is take
when recording the disposal of &
in the PPE register and general
ledger.
Table B: Outstanding Matters
Matter | Recommendation | Outcome and Status

No outstanding matters




COOK ISLANDS AUDIT OFFICE

5 Definitions?Risk Rating

TheGHILQLWLRQV XVHG WR UDWH WKH ULVNV RI DXGLW LVVXHV KDV EHHQ |

Risk Rating Definition

SRWHQWLDO IRU XQIDYRXUDEOH RU QRWLFHD E O HexQeAdltDrg
High human resources and/or reputation.

ODQDIJHPHQW DWWHQWLRQ LV UHTXLUHG WR HQVXUH WK

SBRWHQWLDO IRU XQIDYRXUDEOH RU QH Jinadhey ekperfigubzF
Medium | resources and/or reputation.
Management needs to establish controls to address risk identified.

SRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDWLRQTV R

Low Management needs to identify if there is a cost benefit in establishing increased controls.
Review Definition
Conclusion

An unmodified conclusion is expressed when the auditor is satisfied in all material respects W
Unmodified| which an overall conclusion is required to be drawn.

A modified conclusion is expressed when either of the following circumstances exists:

@ WKHUH LV D OLPLWDWLRQ RQ WKH VFRSH RI WKH DXGL
(b) the auditor disagrees with the treatrdmalasure of a matter in the written assertion or set
RI DVVHUWLRQV DQG LQ WKH DXGLWRUTV MXGJHPHQW,

Modified | In order of severity (most to least), qualified review conclusions may take the following form:

x DisclaimeteH[SUHVVHG ZKHQ WKHUH LV D OLPLWDWLRQ RQ V

x Adversetexpressed when the results of a disagreement with management or a conflict bet
financial reporting frameworks is significant and pervasive

X Qualifiedtexpressed when an unmodified conclusion is inappropriate because of a dis
management or a conflict between applicable financial reporting frameworks is not so signifi
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COOK ISLANDS AUDIT OFFICE Ref: Review Management Report

1 Introduction

We have completed the review for Ministerf{®@appi@rt Office for the year ended 30 June 2018 in
accordance with our arrangements letter dated 5 Decenibhey @28t presents our findings and draws
attention to areas where the Minister G&igsport Offi¢¢Office”) is doing well or where we have made
recommendations for improvement.

The review we performed are summarized as follows:

x We performed a review of the financial statements of the Officprigdscthestatement of
financial position, statement of comprehensive income, statemenh aqehigngeatement of
appropriations and statement of cash flows for the year endeti830 June 20

x We documented and performed a walk-through of processes and isteintiec@itios
respect of trading revenue, personnel costs, cash at bank, operating rexestydiplest @gnd
equipment, receivables, and payables.

X We undertook an examination @flthe EdtinffpNance with key legislation and regulations.

The review was conducted in accordance with the International Standard gemRerntewl ERG)
2400xEngagements to Review Historical Financial Statements. The scope of a review of the financial
statements is substantially less than the scope of an audit conducted in actemuzinmealvith In

Standards of Supreme Audit Institutions (ISSAI) whose objective is the expressregaifdamgagbiaion
financial statements and accordingly, we shall express no such opinion.

We agreed to report to you any matters which come to our attention tihaeyanwareeaf.

Review Conclusion
We have issued®RRGLILHG FRQFO XV LR gatergenty foiHhe 30 LJ&rid 08I fin@nidid) yelaD C
Our modification was issued on the following basis:

Other Expenses

The occurrence and classification of Other Expenses of $71,712 cdultedloe tomack of relevant
information and supporting documents. Management was unable tailogatecsuppotation as most

of the payment vouchers were misplaced during the handover procesi\# ther©theeefore unable
to determine if total Other Expenses was accurate and bona fide.




COOK ISLANDS AUDIT OFFICE Ref: Review Management Report

2 ReviewFindings
7KH SXUSRVH RI WKLV UHSRUW LV WR SUHVHQW WKH UHVXOW

arising out of the review that we think management should be made aware of.

Appendix Jprovides a summary of the status of prior year issues.

The following issues are raised for your attention:

in Atiu continues to be paid out
WKH 2I1ILFHTV RSHI
of through the centralized
Government payroll system. Tq
paid out to him during the year
$4.800.

This issue was raised in the pri
year and represents a breach (
Cook Islands Government Fing
Policies and Procedures Manu
(CIGFPPM) Part C Section 10
which states that all personnel
related payments must be
processed through the centralig
Government payroll system.

Review Risk Finding Recommendation Office/ Head of
Procedures | Level Office Response
Orer O | i ou| s documents ar A8 Esutof e
Expenses 9 piet PP 9 : 2018 election resu
for Other Expenses totalling complete, appropriately the Ministerial Off
$71,712 due to lack of informat authorised, bona fide has been handed o
and sipporting documents business expense and to Minister Geor
provided. Out of the seventegn| retained for audit review. Angene
transactions selected for testin gene.
were only able to test two (2)
transactions as a number of Payment  vouchd
payment vouchers were misplg rtainin Mini
during the handover of the Offi Eeot% \I/?/ IEOH q IVIS
. misplaced during f{
10 months (July 204April handover process.
2018) worth of payment
vouchers could not be locate
, Our review of personnel reveall We recommend thatthe q .. .
Personnel High . : . This will no longer
Expenses that a contract worker who resi| Executive Officer (CEO) 3 an issue as the Off

Finance Officer to
immediately refrains from
paying its employees thro
its operating budget and
comply with Part C Sectio
+Remuneration,
Superannuation and Payr
of theCIGFPPM.

is now under Minis
George Angene.
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3 Conclusion

I would like to thank you and your staff for the assistance received duringithe engageme

Yours sincerely

Aok

Allen Parker
Director of Audit




COOK ISLANDS AUDIT OFFICE

Ref: Review Management Report

4  Appendix 1:

Status of recommendations made in previous management reports.

Table A: Outstanding Matters

Matter

Recommendation

Outcome and status

Personnel Expenses

We identified the following anomalies during
testing of personnel expense:

A contract worker who resides in Atiu continy
EH SDLG RXW IURP WKH 211
of through the centralized Government payrd
system. Total paid out to him during the yeal
$10,520. This issue was raised in thesgriand
represents a breach of the Cook Islands
Government Financial Policies and Procedu
Manual (CIGFPPM) Part C Section 10 which
that all personnel related payments must be
processed through the centralised Governm
payroll system.

We recommend that the Chief Executi
Officer (CEO) and Finance Officer:

Immediately refrains from paying its
employees through its operating budg
comply with Part C Sectios 10
Remuneration, Superannuation and P|
of the CIGFPPM.

Issue outstanding

Table B: Cleared Matters

Matter

| Recommendation

| Outcome and Status

Other Expenses

Our review of operating expenses revea We recommend that the CEO and Finance
following: Officer: Issue cleared
1. High communication expenses totallif 1. Formalise and implement written polici
$30,246 (2016: $22,695) for the year. procedures governing communication
equates to an average of $2,520 per expensesThese policies and procedurg
and relates to personal cellular calls should define legitimate business calls|
roaming internet services. There are & personal calls and include:
internal controls in place to distinguist a. The setup and use of a telephone
monitor personal calls from work-relat book to track official and personal
calls. phone callsnd
b. Invoicing of Office employees for g
We however noted that there was an personal calls me_lde using the Offi
agreement made between the Office phones and mobiles.
Bluesky to deactivate internet roamin .
services and for the Office to pay out Ensure that Part D Sgctlon 15. O.f t_he CIGF
instalment basis the outstanding bala are adhered to by using the Civil list budge
$7,530. WR ILQDQFH DOO RI WKH
2. Included under travelling expenditurg
airfares and travel allowances relating
OLQLVWHUTY WUDYHO
This directly contravenes the CIGFPPM,
Section 15, paragraph 3.2.3, which stipulg
that travel and travel related costs should
paid from the Civil List budget. Ministers &
strictly prohibited by Cabinet from using th
2IILFHYV EXGJHW WR FRY
-6 -
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Ref: Review Management Report

Property, Plant & Equipment

Our review of property, plant and equipmg
(PPE) revealed the PPE register was not
updated appropriately. We found the
depreciation expense of a motor vehicle v
incorrectly calculated. The corresponding
depreciation was only recorded for one (1
month leading to an understatement of
depreciation expense at year end by $3,0

A subsequent adjustment was raised to ¢
the miscalculation.

We recommend the following:

The Office should ensure that the PPE reg
appropriately updated and reviewed for ac
completeness and proper valuation of asse
This includes ensuring that depreciation of
calculated correctly.

Once Management is satisfied with the acq
of the PPE register, this should then be reg
to the general ledger to ensure that this
LQIRUPDWLRQ IORZV RQ W
statements.

Issue cleared

Accounts Payable

There was no creditor reconciliations pe
during the period. There was a variance

between Payables in the general ledg
subsidiary ledger. This variance has been
IRUZDUG IURP SULRU \H

cleared. This indicates a weakness in the
controls over the monthly accounts p
reconciliation process practised and desc
management.

We recommend that current imbalances af
cleared anthat the subsidiary ledger always
reconciles to the general ledger. This incly

1. performing monthly reconciliations of
subsidiary accounts to vendor stateme
and control accasint

2. investigating any variances and correc
these on a timely basis;

3. posting all payments through the subs
ledger and not the general ledger; and
retaining all reconciliatas®vidence that
these were prepared and reviewed for
reference.

Issue cleared
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5 Definitions? Review Risk Rating
7KH GHILQLWLRQV XVHG WR UDWH WKH ULVNV RI DXGLW LVVXHYV KI

Risk Rating Definition

Potential for unfavourable or noticeable negg®&® FW RQ WKH RUJDQLVDWLR
High human resources and/or reputation.

ODQDIJHPHQW DWWHQWLRQ LV UHTXLUHG WR HQVXUH WK

Potential for unfavourable or nedjaWw€ DFW RQ WKH RUJDQLVDWLRQYV
resources and/or reputation.

Medium Management needs to establish controls to address risk identified.
SRWHQWLDO PLQRU LPSDFW RQ WKH RUJD @doWroeg/dntRd@) feputly
Low Management needs to identify if there is a cost benefit in establishing increased controls.
Review Definition
Conclusion

An unmodified conclusion is expressed when the auditor is satisfied in all material respects
Unmodified | which an overall conclusion is required to be drawn.

A modified conclusion is expressed when either of the following circumstances exists:

(@ WKHUH LV D OLPLWDWLRQ RQ WKH VFRSH RI WKH DXG
(b) the aditor disagrees with the treatment or disclosure of a matter in the written assertion o
RI DVVHUWLRQV DQG LQ WKH DXGLWRUYfYVY MXGJHPHQ

In order of severity (most to least), qualified review conclusions may take the following form:

Modified x Disclaimee H[SUHVVHG ZKHQ WKHUH LV D OLPLWDWLRQ R
evidence

x Adversetexpressed when the results of a disagreement with management or a conflict bef
financial reporting frameworks is significant and pervasive

X Qualifiedtexpressed when an unmodified conclusion is inappropriate because of a dis
management or a conflict between applicable financial reporting frameworks is not s
pervasive
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COOK ISLANDS AUDIT OFFICE

1 Introduction

We have completed the review for the Minister{BlighpmasOffice for the year ended 30 June 2018 in
accordance with our arrangements letter dated 5 December 2018. This cepdmgiregearsd draws
attention to areas where the Minister Nghptast Office ("Office") is doing well or where we have made
recommendations for improvement.

The review we performed are summarized as follows:

x We performed a review of the financial statements of the Officprigdscthemtatement of
financial position, statement of comprehensive income, statemenh aqehigngeatement of
appropriations and statement of cash flows for the year endeti830 June 20

X We documented and performed a walk-through of processes and isterhtiec@ition
respect of trading revenue, personnel costs, cash at bank, operating rexestydiplest gnd
equipment, receivables, and payables.

X We undertook an examination @flthe EdtinfpNance with key legislation and regulations.

The review was conducted in accordance with the Internatioonal B¢amelaringagements (ISRE) 2400
+Engagements to Review Historical Financial Statements. The scopletioé dimavieial gtatements is
substantially less than the scope of an audit conducted in aticdndamagional Standards of Supreme
Audit Institutions (ISSAI) whose objective is the expression of an opiniofimageialiatatbments and
accordingly, we shall express no such opinion.

We agreed to report to you any matters which come to our attention tihaeyanwaresaf.
Review Conclusion

We have issued anmodified conclusion onzhéL Fikdfidial statements for the 30 June 2018 financial
year.

a7



COOK ISLANDS AUDIT OFFICE

2 Review Findings

7KH 21ILFHYVY UHYLHZ HQJDJHPHQW IRU WIKHLILHADRQ WQIFLDXOH WM
Management should be made aware of.

We would also like to commend Management on the great effort ineadidyessing highlightelden t
prior year. This is testament to the strong internal controls and busiegateotifutkipithe Office. We
look forward to the continuation of this excellent performance in the years to come.

48
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3 Conclusion

| would like to take this opportunity to thank you and your staff for the kiedemgststhmagg the audit.

Yours sincerely

Ak

Allen Parker
Director of Audit
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4  Appendix 1: Status of recommendations made in previous management reports.

Table A: Outstanding Matters

Matter | Recommendation | Outcome and status

None in the current year.

Table B: Cleared Matters

Matter Recommendation Outcome and Status

Accounts Payable
There was a variance of $1,142 between | We recommend that the Office
accounts payables in the general ledger g appropriately review its listing of acq
subsidiary ledger. This indicates that the | payables to determine the reason fqg
of accounts payable is not adequate to er| $1,142 variance.
that it is complete and valued correctly.

Issue cleared

Going forward, the Office should aly
ensure that the accounts payables |
the general ledger and subsidiary l¢
reconciles at all times.
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5 Definitions2Review Risk Rating and Conclusion

The definitions used to rate the risks af 40Kk HVY KDV EHHQ DGRSWHG IURP WKH &RRN

Risk Rating Definition
SBRWHQWLDO IRU XQIDYRXUDEOH RU QRWLFHDEOH QHJDYV
High human resources and/or reputation.
9 ODQDJHPHQW DWWHQWLRQ LV UHTXLUHG WR HQVXUH WK
SRWHQWLDO IRU XQIDYRXUDEOH RU QHJDWLYH LPSDFW
Medium resources and/or reputation.
Management needs to establish controls to address risk identified.
SBRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDWLRQYV R
Low Management needs to identify if there is a cost benefit in establishing increased controls.
Review Definition
Conclusion

An unmodified conclusion is expressed when the auditor is satisfied in all material respects
Unmodified | which an overall conclusion is required to be drawn.

A modified conclusion is expressed when either of the following circumstances exists:

(@ WKHUH LV D OLPLWDWLRQ RQ WKH VFRSH RI WKH DXG
(b) the auditor disagrees with the treatment or disclosure of a matter in the written assertion
ol DVVHUWLRQV DQG LQ WKH DXGLWRUfY MXGJHPHQ

In order of severity (most to least), qualified review conclusions may take the following form:

Modified x Disclaimetexpressed when there is a limitation brxtl@L WRUTY ZRUN DV D
evidence

X Adversetexpressed when the results of a disagreement with management or a conflict bet
financial reporting frameworks is significant and pervasive

X Qualifiedtexpressed when an unmodified conclusion is inappropriate because of a dis
management or a conflict between applicable financial reporting frameworks is not s
pervasive
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COOK ISLANDS AUDIT OFFICE

1 Introduction

We have completed the revieW flo@ LVWHU 7 XU H SfXrfthe yedrSchded 80 JRihel 2018 in
accordance with our arrangements letter dated 5 Decernibey @28t presents our findings and draws
attention to areas where@heQ L V W H SuppottLOHigificé") is doing well or where we have made
recommendations for improvement.

The review we performed are summarized as follows:

x We performed a review of the financial statements of the Officprigdscthemtatement of
financial position, statement of comprehensive income, statemenh aqehigngeatement of
appropriations and statement of cash flows for the year endeti830 June 20

X We documented and performed a walk-through of processes and isterintiec@itios
respect of trading revenue, personnel costs, cash at bank, operating rexestydiplest gnd
equipment, receivables, and payables.

X We undertook an examination @flthe EdtinfpNance with key legislation and regulations.

The review was conducted in accordance with the Internatidral Revidev Engagements (ISRE) 2400
+Engagements to Review Historical Financial Statements. The scopietioé dimavieial gtatements is
substantially less than the scope of an audit conducted in atcondarmagianal Standards of Supreme
Audit Institutions (ISSAI) whose objective is the expression of an opiniofimageialiatatbments and
accordingly, we shall express no such opinion.

We agreed to report to you any matters which come to our attention thbeyewaneetf.t
Review Conclusion

We have issued anmodified conclusion onzhéL Fikhficial statements for the 30 June 2018 financial
year.




COOK ISLANDS AUDIT OFFICE

2 Review Findings

The purpose of this report is to presethHheXOWYV RI WKH 21ILFHYV UHYLHZ IRU \
arising out of the review that we think management should be mad&awa2d bEFHYYV UHYLHZ
engagement for the 2018 financial year did not reveal any significant issikeldl #metgeentimt should

be made aware of.

We would also like to acknowledge the efforts of Management in improving noeesaésarticl p
financial reporting procedures. As a result, an unmodified audit report hésr teer3isJuad 2018
financial year.

Appendix Jrovides a summary of the status of prior year issues. We would like to commend the Office
clearing all issues raised in the prior year management report.




COOK ISLANDS AUDIT OFFICE

3 Conclusion

I would like to take this opportunity to thank you and yourlstaffassiiance received during the review

Yours sincerely -

Ak

Allen Parker
Director of Audit




COOK ISLANDS AUDIT OFFICE

4  Appendix 1:

Status of recommendations made in previous management reports.

Table A: Outstanding Matters

Matter

| Recommendation | Outcome and status

Nooutstanding matters

Table B: Cleared Matters

Matter

Recommendation

Outcome and Statu

Other Expenses

Review of Other expenses revealed the following ang

1. Atotal of $29,130 in operating funds was use
finance social responsibility activities. These
donations should have been covered by the
social responsibility fund, thus resulting in a |
of CIGFPPM, Part D section 15,33 KH
appropriation is not intended to cover donatig
32%2& 36RFLDO 5HVSRQVLE
FRYHU DOO GRQDWLRQV D(

2. Travel cost amounting to $790 incurred by th
was in breach of the Cook Islands Governme
Financial Policies and Procedures Manual
(CIGFPPM), Part D Sections 15, 3.2.5. Payn
was made from the Office budget for travel
expenses of Minister Turepu. Pursuant to Pa|
Section 18.2.5 "The appropriation is intende
cover approved Office related travel for staff
actually employed in the office.”

Due to the above, the occurrence of Other expenses
$74,646 was qualified.

1 +2. We recommend
Management complies with
approved government policies
procedures as stipulated in the
CIGFPPM. In particular, ensur
tha all payments for the Suppq
Office are:

X properly authorised by
the Chief Executive
Officer (CEO);

X payment voucher is
clearly detailed;

X accompanied by valid
and appropriate
supporting documents

X correctly classified ang
recorded in the
accounting system;

X bona fide expenses; a

x office or staff related
expenses in accordan
with Part D Section 15
3.2 of the CIGFPPM.

Issue cleared.

Property, Plant & Equipment

Our review of property, plant and equipment (PPE) re
that a number of assets were not tagged with control
during the physical sighting of PPE.

We also found a Samsung mobile phone which was

by the previous Chief Executive Officer but still sitting
PPE register.

The PPE Register is an important internal control use
ensure that all assets currently under the control of th
have been accurately captured in the general ledger
controlled effectively.

We recomemd that all assets
listed within the PPE register
should have individual identific
numbers assigned asRzat B
Section 2 Fixed Asset Control
Number subsection 3.1 of the
&,*)330 ZKLFK VW
assets need to be uniquely
LGHQWLILDEOH

The Office should also request
approval from the Financial
Secretary to write off lost propg
A report is required stating hov
was lost and what actions the

has done to try to recover it.

Issue cleared.
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5 Definitions? Review Risk Rating

TheGHILQLWLRQV XVHG WR UDWH WKH ULVNV RI DXGLW LVVXHV KDV

Risk Definition
Rating

SRWHQWLDO IRU XQIDYRXUDEOH RU QRWLFHDEOH Q Hud)
High human resources and/or reputation.
9 ODQDJHPHQW DWWHQWLRQ LV UHTXLUHG WR HQVXUH W

SRWHQWLDO IRU XQIDYRXUDEOH RU QHJDW LeXpénditars, e
resources and/or reputation.

Medium Management needs to establish controls to address risk identified.

SRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDWLRQT
reputation.

Low Management needs to identify if there is a cost benefit in establishing increased controls.

Review Definition
Conclusion

An unmodified conclusion is expressed when the auditor is satisfied in all material respects
Unmodified | which an overall conclusion is required to be drawn.

A modified conclusion is expressed when either of the following circumstances exists:

@ WKHUH LV D OLPLWDWLRQ RQ WKH VFRSH RI WKH DXG
(b) the auditor disagrees with the treatment or disclosure of a matter in the written assertion
RI DVVHUWLRQV DQG LQ WKH DXGLWRUTV MXGJHPHQ

In order of severity (most to least), qualified review conclusions may take the following form:

Modified x Disclaimee H[SUHVVHG ZKHQ WKHUH LV D OLPLWDWLRQ R
evidence

x Adversetexpressed when the results of a disagreement with management or a conflict bef
financial reporting frameworks is significant and pervasive

X Qualifiedtexpressed when an unmodified conclusion is inappropriate because of a dis
management or a conflict between applicable financial reporting frameworks is not s
pervasive




2017 Financial Year

1
2
3
4.
5
6
7

Prime Ministers Support Offitenorable Henry Puna

Office of the Deputy Prime Miaidtamorable Teariki Heather

Office of the Leader of Opposition

OLQLVWHU ODUN %URZQTVY 6XSSRUW 2IILFH
OLQLVWHU 1DGL *ODVVLHIV 6XSSRUW 2IILFH
OLQLVWHU $OEHUW 1LFKRODVTV 6XSSRUW 2IILFH
OLQLVWHU .LULDX 7XUHSXYV 6XSSRUW 2IILFH
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COOK ISLANDS AUDIT OFFICE

1 Introduction

We have completed the Review f8ldieP H 0L Q L V W Hfor\ihg yer &1&IRd BO/Juhel 208 Hin accordance with our @riatgedsatd November
2017. This report presents our findings and draws attention to area® Whd?éHth@ L Q L V W H {'Dffices)XiS @RdJ well Dt MhErd we have made
recommendations for improvement.

The review procedures we performed are summarized as follows:

x We perform a review of the financial statemen3 WiLtReH OL QL V W H,uwiifh eotripEsBRIthe statémnénitl of financial position, statement c
comprehensive income, statement of changes in equity, statement of apprsfaietant of cash flows for the year ended 30 June 2017.

x We documented and performed a walk-through of processaa andtiole of the Officeespect of trading revenue, personnel costs, cash at bank,
operating expenditure, property, plant and equipment, receivables, and payables.

X We undertook an examination @flthe EdtinffpNance with key legislation and regulations.

The review was conducted in accordance with the International Raneardmgagements (ISRE) 2Ethagements to Review Historical Financial
Statements. The scope of a review of the financial statements ides#tantitilé/ scope of an audit conducted in accordance with Interaed®oél Stand
Supreme Audit Institutions (ISSAI) whose objective is the expressionegadiogitienfinancial statements and accordingly, we shall expressemo such opi
We agreed to report to you any matters which come to our attention thaeyawaneexf.t

Basis for Conclusion
We have issued an unmodified conclusion on th¥ Offfic@tatérent® for the 30 June 2017 financial year.




COOK ISLANDS AUDIT OFFICE

2 Audit Findings

The Officgréview engagement for the 2017 financial year did not reveal arsggemtheante think Management should be made aware of. This was
FRQVLVWHQW ZLWK WKH 2IILFHYVY SHUIRUPDQFH RYHULWKH SDVW \HDUV ZKHUH QR VLJQI

Therefore we would like to commend Management on the great effort mam&amgiylthe| of performance as seen in prior years. This is testament to th
strong internal controls and business culture prevalent within the Office. We look toruatidriiathikis@xcellent performance in the years to come.




COOK ISLANDS AUDIT OFFICE

3 Conclusion

I would like to take this opportunity to thank you and your staff for the kirckassistanog the engagement

Yours sincerely

Ak

Allen Parker
Director of Audit




COOK ISLANDS AUDIT OFFICE

4  Appendix 1: Status of recommendations made in previous management reports.

Table A: Cleared Matters

Matter | Recommendation | Outcome and Status
None

Table B: Outstanding Matters
Matter | Recommendation | Outcome and Status

None




COOK ISLANDS AUDIT OFFICE

5 Definitions? Audit Risk Rating

The definitions used to rate the risks ofbté&¥W HV KDV EHHQ DGRSWHG IURP WKH &RRN ,VODQGV $XGLW 2IILFHTV UL\

Risk Rating Definition
Hiah SRWHQWLDO IRU XQIDYRXUDEOH RU QRWLFHDEOH QHJDWLYH Ld2amfewemi@tion, KH H
9 ODQDJHPHQW DWWHQWLRQ LV UHTXLUHG WR HQVXUH WKDW WKH ULVN LV PDQD
. SRWHQWLDO IRU XQIDYRXUDEOH RU QHJDWLYH LPSDFW RQ WKrepuRatibhD QLV D W LR (
Medium . L <.
Management needs to establish controls to address risk identified.
L SRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDWLRQTY REMHFWLYHV LQFRPH
ow . o . " N
Management needs to identify if there is a cost benefit in establishing increased controls.
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COOK ISLANDS AUDIT OFFICE

1 Introduction

We have completed the Review for the Deputy PrimfeSMppsteiOffice for the year ended 30 June 2017 in accomlamaeanigiements letter d2@ed
November 2017. This report presents our findings and draws attentiwereéctlaee@sputy Prime MiffiSt@pport Office ("Office™) is doing well or where we
have made recommendations for improvement.

The review procedures we performed are summarized as follows:

x We perform a review of the financial statements of the Deputy PYiSigpbnisdéfice, which comprises the statement of financial position, statemet
comprehensive income, statement of changes in equity, statement of apprsfaietant of cash flows for the year ended 30 June 2017.

x We documented and performed a walk-through of processsa andtiote of the Officeespect of trading revenue, personnel costs, cash at bank,
operating expenditure, property, plant and equipment, receivables, and payables.

X We undertook an examination @flthe EdtinffpNance with key legislation and regulations.

The review was conducted in accordance with the International Raneardmgagements (ISRE) 2Ethagements to Review Historical Financial
Statements. The scope of a review of the financial statements ides#tantitilé/ scope of an audit conducted in accordance with Interaed®oél Stand
Supreme Audit Institutions (ISSAI) whose objective is the expressionredarm g tie financial statements and accordingly, we shall exprési®mno such op
We agreed to report to you any matters which come to our attention thheyewaneedxt.t

Basis for Conclusion
We have issued an unmodified conclusion on th¥ Offfic@tatérent® for the 30 June 2017 financial year.




COOK ISLANDS AUDIT OFFICE

2 Audit Findings

The Officgréview engagement for the 2017 financial year did not reveal arsgsemtheante think Management should be made aware of. This was
consistent withthe BH 1V SHU I R U P D Qyeats Rhek o WighikicaBthsguAls were identified

Therefore we would like to commend Management on the greatreffgrtheasuae high level of performance as seen in prior years. This is testament to t
strong internal controls and business culture prevalent withiéhie@Xfioevard to the continuation of this excellent performance in the years to come.




COOK ISLANDS AUDIT OFFICE

3 Conclusion

I would like to take this opportunity to thank you and your staff for the kirckassistanog the engagement

Yours sincerely

Ah

Allen Parker
Director of Audit




COOK ISLANDS AUDIT OFFICE

4  Appendix 1: Status of recommendations made in previous management reports.

Table A: Cleared Matters

Matter | Recommendation | Outcome and Status
None

Table B: Outstanding Matters
Matter | Recommendation | Outcome and Status

None




COOK ISLANDS AUDIT OFFICE

5 Definitions? Audit Risk Rating

The definitions used to rate the risks ofbté&¥W HV KDV EHHQ DGRSWHG IURP WKH &RRN ,VODQGV $XGLW 2IILFHTV UL\

Risk Rating Definition
Hiah SRWHQWLDO IRU XQIDYRXUDEOH RU QRWLFHDEOH QHJDWLYH Ld2amfewemi@tion, KH H
9 ODQDJHPHQW DWWHQWLRQ LV UHTXLUHG WR HQVXUH WKDW WKH ULVN LV PDQD
. SRWHQWLDO IRU XQIDYRXUDEOH RU QHJDWLYH LPSDFW RQ WKrepuRatibhD QLV D W LR (
Medium . L <.
Management needs to establish controls to address risk identified.
L SRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDWLRQTY REMHFWLYHV LQFRPH
ow . o . " N
Management needs to identify if there is a cost benefit in establishing increased controls.
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COOK ISLANDS AUDIT OFFICE

1 Introduction

We have completed the Review for Office of the Leader of théd®ppogitinods from 1 July 2016 to 30 June 2017 in accoodarceangbments letter
dated?5January 2018. This report presents our findings and drawsettentitrete the Office of the Leader of the O@j@afitiet) is doing well or where
we have made recommendations for improvement.

The review procedures we performed are summarized as follows:

x We perform a review of the financial statements of the L&quersitidine which comprises the statement of financial position cstaeraleansi/e
income, statement of changes in equity, statement of appropriatioastafcathtdiows for the year ended 30 June 2017.

x We documented and performed a walk-through of processsa andtiole of the Officeespect of trading revenue, personnel costs, cash at bank,
operating expenditure, property, plant and equipment, receivables, and payables.

X H XQGHUWRRN DQ H[DPLQDWLRQ RI WKH 2IILFQYY FRPSOLDQFH ZLWK NH\ OHJLVODWL

The review was conducted in accordance with the International StandaEshgagéteeids (ISRE) 24{Fongagements to Review Historical Financial
Statements. The scope of a review of the financial statements idessthantidd/ scope of an audit conducted in accordance with Interaed®oél Stand
Supreme Audit Institutions (ISSAI) whose objective is the expressiomegadiogitienfinancial statements and accordingly, we shall expressemo such opi

We agreed to report to you any matters which come to our attention thheyewanead.t

Review Conclusion
We have issued a qualified conclusion2ohl thé&raficial statements for the 30 June 2017 financial year.

Our modification was issued on the following basis:

Other Expenses

The completeness, occurrence and accuracy of Other Expenses of $66b&98arduitded due to missing supporting documents. The geetaidlftedger d
the period July to August 2016 (2 months) could not beNMzsagdrbgnt. Hence we were unable to determine if Other Expenses aasucatiepiets,
bona fide.




COOK ISLANDS AUDIT OFFICE

2 Review Findings

The purpos®R | WKLY UHSRUW LV WR SUHVHQW WKH UHVXOWYV RI WKH 2 Ithattwe fhinkUndnagdinznt shouldv K H

be made aware of

Appendix Jrovides a summary of the status of prior year issues. We would like to diserferdaaenQfthree (3) obthéd) issues raised in the prior

year management report.

The following issues are raised for your attention:

Review
Procedure

Risk Level

Findings

Recommendations

Office/ Chief Executive Officer (CEO)
Responses

Other Expenses

High

The following issues were identified ¢
our review of Other Expenses:

We were unable to perform a walkthr
and complete our testing of Other
Expenses of $55,699 as not all the re
supporting documents were available
review. In particular, the general ledg
detail for $12,174 in Other Expenses
July to August 2016 (2 months) coulc
be located by Management

As a conseguence, we were unable t
confirm if Other Expenses were comj
accurate and bona fide.

Werecommend the following:

To ensure that supporting documents 4
lost during the change in Opposition Lg
transition period, the outgoing administ
should ensure that all supporting docui
relating to the Office are carefully filed
in a secure location. This includes elec
information.

This helps to ensure that the financial
statements and systems of the Office
continue to operate effectively, even dy
transition period.

The findings and recommendations fro|
Audit are acknowledged.

Hard copies of the supportive documel
were not located by Audit is now availg
file.

Assistance will be obtained to address
general ledger issues to be completed
later than 3March 2018.

Property, Plant 4
Equipment (PPE
Register

Low

Review of PPE revealed that the 20%
depreciation rate applied to nine (9)
individual computer equipment, was
inconsistent with the 25% rate stigaya
theCook Islands Government Financi

We recommend that the depreciation r
computer equipment is changed from 2
5 years) to 25% (4 years) for consisten
theCIGFPPM

The findings and recommendations frg
Audit are acknowledged.

The Office will comply witEi6&PPNNd
will complete all required depreciation

adjustments by no later th&iatch




COOK ISLANDS AUDIT OFFICE

Policies and Procedures Manual
(CIGFPPM

2018, to ensure that correct depreciatiq
rates are applied as from 01 July 2018




COOK ISLANDS AUDIT OFFICE

3 Conclusion

I would like to thank you and your staff for the kind assistance received duringehrewcewrse o

Yours sincerely

Ak

Allen Parker
Director of Audit




COOK ISLANDS AUDIT OFFICE

4  Appendix 1: Status of recommendations made in previous management reports.
Table A: Outstanding Matters
Matter Recommendation Outcome and status
Property, Plant & Equipment (PPE) Register
Our review of the PPE register revealed the following anomaly. Depreciation rate were i| We recommend: Issue outstanding
those stipulated in the Cook Islands Government Financial Policies and Procedures Ma
(CIGFPPM). The depreciation rate apfiedififce shoulddreended from 20% to 33% for | 1. Depreciation rates applied for comput
computer equipment not in air conditioned environment and purchased during the perio equipment are in compliance with Pal
Section 4, Attachmeaof the CIGFPPM,
We have proposed a journal to correct understated depreciation expense in the general (For Computer Equipment - Not in air
corrections still needs to be made to the PPE register. conditioned office 3 years @ 33% pel
annum).
2. That correction should be made to th¢
register for Computer Equipment
depreciation rates and calculation.
Table B: Cleared Matters
Matter | Recommendation | Outcome and Status

Deficit Position

The Office reported a net operating défith,0f1for the period 12 April to 30 June 201
months).

7KH DWWULEXWLQJ IDFWRU IRU WKH 2IILFH ghangevofiLdad
of Opposition from Hon William Heather (Democratic Party) to Hon Teina Bishop (O
Party), as a result of a coalition agreement during 2015/16 financial year.

Figure 1: Leader of Opposition Apr-Junl16 Analysis of over-expenditure
BUDGET ACTUAL VARIANCE ($)
Personnel 19,227 28,670 (9,443)
Operating Expense 14,145 20,883 (6,738)

We recommend the Chief Executive Offi |
ensure the following;

1.

Monitor all expenditure on a monthly

to ensure that the Office remains wi

budget limits at all times.

All expenditure is authorised by the

Executive Officer or delegated auth

pursuant to Section 39 of the MFE

199596.

BUHSDUHYVY D GHWDLOH
UHDOLVWLFY IXQGLQ

year spending patterns as a bas

ssue cleared
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Depreciation 1,697 557 1,140
Gross Appropriation 35,069 50,110 (15,041)
Other Revenue

Net Appropriation 35,069 50,110 (15,041)

The increase in personnel and operating expenses to budget were the main reasons fg
positon7 KLV LV LQGLFDWLYH RI ODQDJHPHQWITV QHHG
budget and strengthen its overall internal control process over expenses.

Section 39 (2) of The Ministry of Finance and Economic Management (MFEM) Act 199
"All Heads of Government Departments shall be responsible for ensuring that there is @
over the release of and use of funds in accordance with Section 29".

predicting future expenditure an
consideration of planned initiative
strengthen its budget submissions.

Ensure that timely alternative measures
undertaken by the Office to

address overspending of appropriated
expenditure have been properly and forn
authorized and approved by authoritative
officials, e.g. Financial Secretary. Also, tf
corresponding documents are retained tq
VXSSRUW PDQDJHPHQWT
authoritative bodies to resolve and/or ad
overspending position.

Crown Revenue & Payable

We found several anomalies relating to Crown revenue and payable account balances
Office.

Crown Revenue

The Office disclosed Crown revenue of $43,011, as opposed to $35,069, the balance g
appropriation for 2014/2015 financial period, resulting in an overstatement of crown rey
In addition, a cash injection of $5,842 was approved by the Financial Secretary to be tr
former Leader of Opposition (LOP) Heather administration to current Bishop administrg
period, to assist with the shortfall in the Offices cash flow position, to be repaid back to

Crown Payable
The Office received the balance of Crown appropriation of $35,069, for the 2014/2015

periodtogether with a tatakh injection of $13,677 for the period 12 April to 30 June 2016
thetotal cash injection received; only $5,842 was approved by the Financial Secretary &
above. However in addition to $5,842, an excess of funds totally $7,942 was wrongly d
Ministry of Finartoethe Office during the period.

We have proposed a journal to correct crown revenue (overstated) and payable (under|
in the general ledger.

We recommend the Office in collaboratio

Ministry of Finance;

1. Strengthens its monthly review and
reconciliation processes over its croy
funds and expenditure and ensure th
a disciplined approach so the
Office remains within its budget limits
times.

2. Instances where excess crown funds
wrongly disbursed by Ministry of Fina
this should be reported on and retarr]
the Crown immediately to prevent
unplanned outflows of cash and
XQQHFHVVDU\ SUHVVX
liquidity position going forward.

Issue cleared

General Journals
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We found from a review of the general journals internal control system that all journals | Werecommend the following: Review of monthly variance repo
year: performed. Owdf and atioc
1. All journals are drafted on a journal | general journals minimal.
1. Were not drafted on a jOUrnal template prior to being posted; temp]ate prior to being posted in
2. Were not supported by sufficient documentation; and QuickBooks; Issue cleared
3. Were not appropriately approved and reviewed by an independent officer. 2. All journals must be supported by

appropriate and sufficient source
documentation, which must be attach
thedraft journal template;

3. The journal draft must be signed off g
dated byhe preparer as evidence of
preparation and forwarded to the CE
external consultant for review and
authorisation;

4. The CEO or external consultant must
thoroughly review the journahand
attached supporting documents to en
its accuracy and sgfhand date the
journal drafted to authorise posting; g

5. The Finance Officer must only post
Journals in QuickBooks once authori
theCEO or external consultant.
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5 Definitions?2 Review Risk Rating and Conclusion

7KH GHILQLWLRQV XVHG WR UDWH WKH ULVNV RI LV\ixétisz. KDV EHHQ DGRSWHG IURP WKH &RRN ,VC

Risk Rating Definition
SRWHQWLDO IRU XQIDYRXUDEOH RU QRWLFHDEOH QHJDWLYH Lé&Sbdrowepu@tithK H RUJDQL VI
High Management attention is required to ensure that the risk it Qa@age@H ZLWK WKH RUJDQLVDWLRQYVY REMHFWLYHYV

SRWHQWLDO IRU XQIDYRXUDEOH RU QHJDWLYH LPSDFW RQ WKipRAlchDQLVDWLRQTV REMH
Medium Management needs to establish controls to address risk identified.

SRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDWLRQYY REMHFWLYHV LQFRPH H[SHQGL

Low Management needs to identify if there is a cost benefit in establishing increased controls.
Review Definition
Conclusion
Unmodified An unmodified conclusion is expressed when the auditor is satisfied in all material respects with the matters on which an overall conclusion is red
A modified conclusion is expressed when either of the following circumstances exists:
@ WKHUH LV D OLPLWDWLRQ RQ WKH VFRSH RI WKH DXGLWRUYV H[DPLQDWLRQ RU
(b) the auditor disagrees with the treatment or disclosure of a matter in the written assertion or set
RI DVVHUWLRQV DQG LQ WKH DXeBik W R&yby mdtri@JHPHQW WKH HIITHFW RI WKH PD
Modified

In order of severity (most to least), qualified review conclusions may take the following form:
x DisclaimetH[SUHVVHG ZKHQ WKHUH LV D OLPLWDWLRQ RQ WKH DXGLWRUfVY ZRUN DV D UH
X Adversetexpressed when the results of a disagreement with management or a conflict between applicable financial reporting frameworks is 9
X Qualifiedtexpressed when an unmodified conclusion is inappropriate because of a disagreement with mandgdwest apalioadiiéctinancial rep

frameworks is not so significant and pervasive

-10-
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COOK ISLANDS AUDIT OFFICE

1 Introduction

We have completed the review for Ministef Support Office for the year ended 30 June 2017 in accordarareawgbroents letter dated 20 November
2017. This report presents our findings and draws attention to areas where \VBuippartB@ffice ("Office™) is doing well or where we have made
recommendations for improvement.

The review procedures we performed are summarized as follows:
x We performed a review of the financial statements of the Office, whitle ctatenmag of financial position, statement of comprehensive incon
statement of changes in equity, statement of appropriations and sshtdlmestfof tae year ended 30 June 2017
x We documented and performed a walk-through of proceseaa andtnols of the Officeespect of trading revenue, personnel costs, cash at bank,

operating expenditure, property, plant and equipment, receivables, and payables.
X We undertook an examination @flthe EdfmpNance with key legislation and regulations.

The review was conducted in accordance with the International StandaEshgagéteeids (ISRE) 24{Fongagements to Review Historical Financial
Statements. The scope of a review of the financial statements idesgttantidldéy scope of an audit conducted in accordance with Interaed®oél Stand
Supreme Audit Institutions (ISSAI) whose objective is the expressiomerandiogitienfinancial statements and accordingly, we shall exprasgno such op

We agreed to report to you any matters which come to our attention tih deyawaresof.

Review Conclusion

We have issued @anmodified conclusion or2théL Rridficial statements for the 30 June 2017 financial year.




COOK ISLANDS AUDIT OFFICE

2 Audit Findings

The purpose of this report is to present the results offfievi©ffiter the 2017 year and of the issues arising out of theyoevsheulthbe made aware of.

Appendix providea summary of the status of prior year issues is also provided. We note theafrthra poierigsar was raised again this year.

The following issue is raised here for your attention:

and Equipmen

revealed the following:

1.

. An asset with an original cost of $1,2(

The PPE register was not updated appropt
was also noted that the depreciation expe
the Motor Vehicle was incorrectly calculate
prior year. This resulted in an opening accuy
depreciation balance that was incorrect by

physically disposed of as a result of
damaged. The loss on disposal amounted
However in the general ledger this log
LQFRUUHFWO\ UHFRUGHG
(Equity). A subsequent adjustment was tk
proposed to correct the entry.

1.

Review Risk Finding Recommendation Office/ Head of Office
Procedure Level Response
Property, Plan Low Review of property, plant and equipment (PP We recommend the following: The Office will comply &

The Office should ensure that the
registeris appropriately updated
reviewed for accuracy, completeney
proper valuation. This includes en
that depreciation of PPE is calc
correctly.

Once Management is satisfied wit
accuracy of the PPE register, this
then be reconciled to the general lec
ensure that this information flows on
2I1ILFHYV ILQDQFLDO V

Due diligence and care is taken
recording the disposal of assets in th
register and general ledger.

adhere to audit
recommendation.




COOK ISLANDS AUDIT OFFICE

3 Conclusion

I would like to thank you and your staff for the assistance received duringnthe engageme

Yours sincerely

/(\Ofm l" w

Allen Parker
Director of Audit




COOK ISLANDS AUDIT OFFICE

4  Appendix 1: Status of recommendations made in previous management reports.

Table A: Cleared Matters
Matter | Recommendation | Outcome and Status
None

Table B: Outstanding Matters
Matter Recommendation Outcome and Status

Property, Plant and Equipment

Review of property, plant and equipment (PPE) revealed the following:

The PPE register was not updated appropriately. It was also noted that the
expense were incorrectly calculated in the prior year leading to an incorrec
accumulated depreciation balance.

This is evidence that the internal controls surrounding the monthly review @
register is not appropriately performed.

We recommend the following: The Office should en
the PPE register is appropriapelisted angviewed for
accuracy, completeness and proper valuation of as
includes ensuring that depreciation of PPE is calcul
correctly.

Once Management is satisfied with the accuracy of
register, this should then be reconciled to the gene
WR HQVXUH WKDW WKLV LQIRU

financial statements.

Issue outstanding.
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5 Definitions?2 Review Risk Rating and Conclusion

The definitions used to rate the risks of audit issues has been adopted from ttf#>CGdk\Vgladds LFHYYV ULVN FULWHULD

Risk Rating Definition
SRWHQWLDO IRU XQIDYRXUDEOH RU QRWLFHDEOH QHJDWLYH Le&sabdiowepu@tiocdK H RUJDQL VI
High Management attention is required to ensufethatt VN LV PDQDJHG LQ OLQH ZLWK WKH RUJDQLVDWLRQTV RE

SRWHQWLDO IRU XQIDYRXUDEOH RU QHJDWLYH LPSDFW RQ WKipRAlchDQLVDWLRQTV REMH
Medium Management needs to establish controls to address risk identified.

SRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDWLRQYY REMHFWLYHV LQFRPH H[SHQGL

Low Management needs to identify if there is a cost benefit in establishing increased controls.
Review Definition
Conclusion

Unmodified An unmodified conclusion is expressed when the auditor is satisfied in all material respects with the matters on which an overall conclusion is reg

A modified conclusion is expressed when either of the following circumstances exists:

(@ WKHUH LV D OLPLWDWLRQ RQ WKH VFRSH RI WKH DXGLWRUYTV H[DPLQDWLRQ RU
(b) the auditor disagrees with the treatment or disclosure of a matter in the written assertion or set
RI DVVHUWLRQV D Q Gnt, the effést |f thexh@ttanifkdd fiay bé x&tdridlP H

Modified In order of severity (most to least), qualified review conclusions may take the following form:

x DisclaimetH[SUHVVHG ZKHQ WKHUH LV D OLPLWDWLRQ Rdgnt¢KH DXGLWRUYVY ZRUN DV D UH
x Adversetexpressed when the results of a disagreement with management or a conflict between applicable financial reporting frameworks is

X Qualifiedtexpressed when an unmodified conclusion is inappropriate because of a disagreement with mandmptwesn apploaiflefinancial rep
frameworks is not so significant and pervasive
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Management Report
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Man Unujahief Executive Officer
Distribution List:

Hon Nandi Glassie, Minister of Health
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COOK ISLANDS AUDIT OFFICE Ref: Review Management Report

1 Introduction

We have completed the review for Ministe[Glaggaat Office for the year ended 3R0Iine accordance with our arrangements letter dated 20 Novembe
2017 This report presents our findings and draws attention to areas where tlesidfiMamroGlOffi¢eOffice”) is doing well or where we have made
recommendations for improvement.

The review we performed are summarized as follows:
x We performed a review of the financial statements of the Office, whitle ctatensag of financial position, statement of comprehensive incon
statement of changes in equity, statement of appropriations and sshtdlmestfof tdae year ended 30 June 2017
x We documented and performed a walk-through of procesesa andtiote of the Officeespect of trading revenue, personnel costs, cash at bank,
operating expenditure, property, plant and equipment, receivables, and payables.
X We undertook an examination @flthe EdfmpNance with key legislation and regulations.
The review was conducted in accordance with the International Stamslaré&rgadements (ISRE) 24B0gagements to Review Historical Financial
Statements. The scope of a review of the financial statements idesgttantidly scope of an audit conducted in accordance with Interaadi® nél Stand
Supreme Audit Institutions (ISSAI) whose objective is the expressionegandiogiti@nfinancial statements and accordingly, we shall expresemo such opi

We agreed to report to you any matters which come to our attention tihaeyawaresaf.

Review Conclusion

We have issued anmodified conclusion or2theL Frtaficial statements for the 30 June 2017 financial year.
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2 Review Findings

We would like to encourage Office management to address prior year isspesidaaifimdnagement repipisendix rovides a summary of the
status of prior year issues. We note that) tiréee(8even)(gsues from prior year were addressed.

The following issues are raised for your attention:

Review
Procedures

Risk
Level

Finding

Recommendation

Office/ Head of Office
Response

Personnel

Medium

Our review of personnel revealed that a cor]
worker who resides in Atiu continues to be |
lURP W K bpezdtingRuthdsvnstead of thr
the centralized Government payroll system.
paid out to him during the year was(14,00

This issue was raised in the prior yed
represents a breach of the Cook I
Government Financial Policies and Pro(
Manual (CIGFPPM) Part C Section 10 whic
that all personnel related payments mi
processed through the centralised Gove
payroll system.

We recommend that the Chief Executive
(CEO) and Finance Officer to immediately
from paying its employees through its of
budget and comply with Part C Sectia
Remuneration, Superannuation and Payro
CIGFPPM.

This is now in the process
included in the office persa
vote item once we get
passport details to hand.

Operating
Expenditure

Medium

Our review of operating expenses revea
following:

1. High onmunication expenses totalling
$30246 (2016: $22,695) for the year. Th
eguates to an average of $2,520 per mo

andrelatesgo personal cellular calls and

We recommend that the CEO and Finance

1. Formalise and implement written policie
procedures governing communication
expensesThese policies and procedure
should define legitimate business calls f
personal calls and include:

In order to bring this issue
under control, the office ha
taken the initiative to termii
the telephone roaming
services of both the Ministg
and Chief Executive Office
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roaming internet servidéere are also no
internal controls in place to distinguish a|
monitor personal calls from work-related

We however noted that there was an

agreement made between the Office an(
Bluesky to deactivate internet roaming s
and for the Office to pay out on an instal
basis the outstanding balance of $7,530

2. Included under travelling expenditure
airfares and travel allowances relating
Ministefitvavel amounting to $1,658.

This directly contravenes the CIGFPPM,
Section 15, paragraph 3.2.3, which i
that travel and travel related costs shc
paid from the Civil List budget. Ministers
strictly prohibited by Cabinet from usi
2IILFHTVY EXGJHW WR FR

a. The setup and use of a telephone lo
to track official and personal phone (¢
and

b. Invoicing of Office employees for all
personal calls made using the Office
phones and mobiles.

2. Ensure that Part D Section 15 of the CI(
are adhered to by using the Civil list
DORQH WR ILQDQFH DO
travel.

Property, Plan
& Equipment

Low

Our review of property, plant and equipmen
revealed the PPE register was not updated
appropriately. We found the depreciation ex
of a motor vehicle was incorrectly calculate(
corresponding depreciation was only record
one (1) month leading to an understatemen
depreciation expense at yedn\e$sl011.

A subsequent adjustment was raised to cor|

miscalculation.

We recommend the following:

The Office should ensure that the PPE re
appropriately updated and reviewed for a¢
completeness and proper valuation of asse
includes ensuring that depreciation of |
calculated correctly.

Once Management is satisfied with the acg
the PPE register, this should then be recor

Believe this matter was
subject of review by

Treasury section and

finance officer, and adju
prior to the last audit.
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the general ledger to ensure that this infg
IORZV RQ WR WKH 2IILFHY

Accounts
payable

Low

There was no creditor reconciliations pe
during the period. There was a variance {
between Payables in the general ledgg
subsidiary ledger. This variance has been
IRUZDUG IURP SULRU \HLO
cleared. This indicates a weakness in the
controls over the monthly accounts p
reconciliation process practised and descr
management.

We recommend that current imbalances ar
cleare@ndthat the subsidiary ledger always
reconciles to the general ledger. This inclu

1. Performing monthly reconciliations of
subsidiary accounts to vendor statemen
control accounts;

2. Investigating any variances and correcti
these on a timely basis;

3. Posting all payments through the subsig
ledger and not the general ledger; and

4. Retaining all reconciliataseyidence that
these were prepared and reviewed for g
reference.

This matter have bg
identified in the previous A
Management report and
been the subject of discus
in that report and again in
last discussion.

We can only assume that t
an administrative double ¢
If the figures was a true fi
RI RZLQJ WKHU}
vendor (S) or whoever itis ¢
to would have raised the m
directly with the office.
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3 Conclusion

I would like to thank you and your staff for the assistance received duringithe engageme

Yours sincerely

Ah

Allen Parker
Director of Audit
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4  Appendix 1: Status of recommendations made in previous management reports.

Table A: Outstanding Matters
Matter Recommendation Outcome and status
Personnel

We identified the following anomalies during our testing of personnel |

1.

A contract worker who resides in Atiu continues to be paid out fro
2IILFHYV RSHUDWLQJ IXQGY LQVWHDG F
payroll system. Total paid out to him during the year was $10,520
was raised in the prior year and represents a breach of the Cook
Government Financial Policies and Procedures Manual (CIGFPP
Section 10 which states that all personnel related payments must
processed through the centralised Government payroll system.

We recommend that the Chief Executive Officer (CEO) and
Officer:

Immediately refrains from paying its employees through its
budget and comply with Part C Sectidtefrfuneration,
Superannuation and Payroll of the CIGFPPM.

Issue outstanding

Operating Expenditure

Our review of operating expenses revealed the following:

1.

Communication expenses totalling $22,695 (2015: $20,915) or ec
average of $1,891 per month, related to personal cellular calls. Tk
increase by $1,780 from prior year and considered excessive for
office. There are also no internal controls in place to distinguish al
personal calls from work-related calls.

Included under travelling expenditure were air fares and travel alls
UHODWLQJ WR #ndihtiad @ $1\812HTUIE Hirastly vk
the CIGFPPM, Part D, Section 15, paragraph 3.2.3, which stipula
travel and travel related costs should be paid from the Civil List b
Ministers are also strictly prohibited by Cabinet frédéHushig L F H
to cover overseas travel.

We recommendtithe CEO and Finance Officer:

1. Formalise and implement written policies and procedurg
governing communication expenses. These policies an
procedures should define legitimate business calls from
calls and include:

a. The setup and use of a telephone log book to ti
official and personal phone calls; and
b. Invoicing of Office employees for all personal ¢
made using the Office phones and mobiles.

2. Ensure that Part D Section 15 of the CIGFPPM are adhe
XVLQJ WKH &LYLO OLVW EXGJHW DO
overseas travel.

Issue outstanding

Property, Plant & Equipment
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Our review of property, plant and equipment (PPE) revealed the folloy

1. The PPE register was not updated appropriately. It was also note
depreciation expense were incorrectly calculated in the prior year
an incorrect opening accumulated depreciation balance. Current |
depreciation was also overstatsg®36. An adjustment was raised {
correct the misstatement.

The PPE register is an important tool used to ensure that all PPE cur
the control of the Office have been accurately captured or recorded in
ledger. However, without regular reconciliation of the PPE register ag
the use of this tool becomes ineffective.

We recommend the following:

The Office should ensure that the PPE register is appropria
updated and reviewed for accuracy, completeness and prof
valuatin of assets. This includes ensuring that depreciation
calculated correctly.

Once Management is satisfied with the accuracy of the PPH
this should then be reconciled to the general ledger to ensu
information flows onto2Hd LFHYV ILQDQFLDO V

Issue outstanding

Accounts payable

There was no creditor reconciliations performed during the period. Th
variance of $648 between Payables in the general ledger and subsidi
This variance hasbdeD UULHG IRUZDUG IURP SULRI
cleared. This indicates a weakness in the internal controls over the m
accounts payable reconciliation process practiced and described by n

We recommend that current imbalances are cleared and thg

subsidiary ledger always reconciles to the general ledger. T|

includes:

1. performing monthly reconciliations of subsidiary accoun
vendor statements and control accounts;

2. investigating any variances and correcting these on a ti
bass;

3. posting all payments through the subsidiary ledger and
general ledger; and

4. retaining all reconciliations as evidence that these were
and reviewed for audit reference.

Issue outstanding

Table B: Cleared Matters

Matter

| Recommendation

| Outcome and Status

Personnel

We identified the following anomalies during our testing of personne

We recommend that the Chief Executive Officer (CEQO) and
Officer:

Issue cleared
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1. Furthermore, we discovered that the contract worker in question
paid for the week ending 15 April 2016. He was paid $350 on th
2016 and again on the 25 May 2016 for the same pay week.

2. The remaining annual leave balance from prior year was not cal
to the current year, resulting in the understatement of annual leg
$3,475. Aadjustment was subsequently raised to correct the anr
balance.

1. Seek recovery of the overpaid wages from the contract
Going forward, all regular payments made to contractol
in Atiu should be reviewed for accuracy by 2 separate ¢
independent individuals.

2. Ensures that the unused annual leave balances from p
are accurately carried forward to the current year. Regl
maintenance of the annual leave listing/ schedule shou
performed to ensure that the leave balances at year en
valued correctly.

Operating Expenditure

Donations of $2,988 was paid by the Office to various community gr
the year. This is breach of CIGFPPM, Part D, Section 15, Paragraph
3.2.2.

For future compliance with CIGFPPM, Part D, Section 15, 3
3.2.2, the CEO together with the Finance Officer should en
the Office budget is used solely for Office related expenditu
relating to donations or community related work should be
from the Social Responsibility Fund.

Issue cleared

Bank Reconciliation

We noted from our review conducted on the bank reconciliation stat
a long outstanding amount of $594 remains unreconciled from prior
investigation revealed that the transaction dated 1 July 2014 relates
opening balance adjustment made to align it to the closing balance {
year.
The monthly bank reconciliation is a key internal control surrounding
account and use of public money. It is therefore imperative that this
performed accurately.

We recommend that outstanding cheques and deposits are
up to ensure they are cleared in a timely manner. Unrecong
outstanding for more than 3 months should be investigated
ensure that they are valid and not errors/ misstatements.

Discuss with client.

Issue cleared

-10-

100




COOK ISLANDS AUDIT OFFICE Ref: Review Management Report

5 Definitions?2 Review Risk Rating and Conclusion

The definitions used to rate the risks of audit isueddh@ DGRSWHG IURP WKH &RRN ,VODQGV $XGLW 2IILFHfV ULVN FULW

Risk Rating Definition
SRWHQWLDO IRU XQIDYRXUDEOH RU QRWLFHDEOH QHJDWLYH Lé&3bdriowepu@tithK H RUJDQL VI
High Manageme® WWHQWLRQ LV UHTXLUHG WR HQVXUH WKDW WKH ULVN LV PDQDJHG LQ OLQH ZI

SRWHQWLDO IRU XQIDYRXUDEOH RU QHJDWLYH LPSDFW RQ WKipRAlchDQLVDWLRQTV REMH
Medium Management needs to establish controls to address risk identified.

SRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDWLRQYY REMHFWLYHV LQFRPH H[SHQGL

Low Management needs to identify if there is a cost benefit in establishing increased controls.
Review Definition
Conclusion

Unmodified An unmodified conclusion is expressed when the auditor is satisfied in all material respects with the matters on which an overall conclusion is reg

A modified conclusion is expressed when either of the following circumstances exists:

(@ WKHUH LV D OLPLWDWLRQ RQ WKH VFRSH RI WKH DXGLWRUYTV H[DPLQDWLRQ RU
(b) the auditor disagrees with the treatment or disclosure of a matter in the written assertion or set
ofassertioii DQG LQ WKH DXGLWRUYfV MXGJHPHQW WKH HIIHFW RI WKH PDWWHU LV RU P

Modified In order of severity (most to least), qualified review conclusions may take the following form:

x DisclaimetH[SUHVVHG ZKHQ WKHUH LV D @OtshltotbevatkRdd akkleEnde DXGLWRUTY ZRUN DV
x Adversetexpressed when the results of a disagreement with management or a conflict between applicable financial reporting frameworks is

X Qualifiedtexpressed when an unmodified conclusion is inappropriate because of a disagreement with macialgetwernapplcetiie financial req
frameworks is not so significant and pervasive

-11-
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COOK ISLANDS AUDIT OFFICE

1 Introduction

We have completed the review for the MinisterBligipoleOffice for the year ended 30 June 2017 in accordaacanvgdmmnts letter d2@November
2017. This report presents our findings and draws attention to areasimstereNicbdi®Support Office ("Office") is doing well or where we have made
recommendations for improvement.

The review we performed are summarized as follows:

x We performed a review of the financial statements of the Office, whitle ctatenmag of financial position, statement of comprehensive incon
statement of changes in equity, statement of appropriations andcstsitdlioarst fofr the year ended 30 June 2017

x We documented and performed a walk-through of processsa andtiole of the Officeespect of trading revenue, personnel costs, cash at bank,
operating expenditure, property, plant and equipment, receivables, and payables.

X We undertook an examination @flthe EdfmpNance with key legislation and regulations.

The review was conducted in accordance with the International StandaEshgagéteeids (ISRE) ®4Engagements to Review Historical Financial
Statements. The scope of a review of the financial statements idessthantidd/scope of an audit conducted in accordance with Interaed®oél Stand
Supreme Audit Institutions (ISSAI) whose objective is the expressionegjandiogiti@nfinancial statements and accordingly, we shall expresemo such opi

We agreed to report to you any matters which come to our attention thheyewanead.t

Basis for Conclusion
We have issued an unmodifft@ EOXVLRQ RQ WKH 2IILFHfV ILQDQFLDO VWDWHPHQWYV IRU WKH -XQH




COOK ISLANDS AUDIT OFFICE

2 Review Findings

The purpose of this report is to present the results offitéyi@ffider the 2017 financial year and of the issues arising out of thy@ueshewlthbe made
aware ofAppendix Jrovides a summary of the status of prior year issues.

We would like to take this opportunity to commend Management on addresbieg tasuestraiseddMW \HDUYV PDQDJHPHQW UHSRU

The following issues are raised for your attention:

Review Risk Finding Recommendation Office/ Head of Office
Procedures Level Response
Accounts Low There was a variance of $1,142 between accounts || We recommend that the C We have now cleared

in the general ledger and the subsidiary ledger. Thig appropriately review its listi

Payable . . variance and will ensure
y that the review of accounts payable is not adequate| accounts payables to deter :
o reviewed and reconc
that it is complete and valued correctly. the reason for thel1$l2
variance weekly.

Going forward, the Office sk
always ensure that the accc
payables per the general le
and subsidiary ledger recor
at all times.
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3 Conclusion

I would like to take this opportunity to thank you and your staff for the kirckassisianog the audit.

Yours sincerely

Ab

Allen Parker
Director of Audit
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4  Appendix 1: Status of recommendations made in previous management reports.
Table A: Outstanding Matters
Matter | Recommendation | Outcome and status

Accounts Payable

There was a variance of $1,000 between accounts payables in the g We recommend that the Office appropriately r
and the subsidiary ledger. This indicates that the review of accounts p listing of accounts payables to determine the rg
adequate to ensure that it is complete and valued correctly. the $1,000ariance.

Going forward, the Office should always ensurg Issue still outstanding

accounts payables per the general ledgg
subsidiary ledger reconciles at all times.

Table B: Cleared Matters

Matter Recommendation Outcome and Status

Deficit Position
The Office reported a net defjeh,B8f7 2for the financial year ending 30 J| We recommend the following:

2016 (201%57,280) 1. The Finance Manager monitors all expenditu Issue cleared

least) a monthly basis to ensure that the Office
within its budget limits at all times.

Figure 1: Minister Nicholas Support Office 30 June 2016 - Ov
expenditure analysis

2. All expenditure is authorised by the Chief E
BUDGET ($] AC‘;UAL VAR!$ANCE Officer of Parliament or delegated authorities
(%) (%) to Section 39 of the MFEM ActaBy95-

Personnel 131,829 136,469 (4,640 3. The Finance Manager should prepare a
Operating Expense 52,671 54,757 (2,086) DQDO\VLV RI WKH 2IILFH V

_ prior to budget submissions. Using prior year §
Depreciation 5,500 4,187 1,313 patterns and planned initiatives, the Office wo|
Gross Appropriation 190,000 195,413 (5,413) guggegt?r:g %?ggg; to improve and strengtl
Other Revenue - 41 41
Net Appropriation 190,000 195,372 (5,372)
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This was due to: the high number of personnel employed during the y
to the size and budget of the Office; high level of professional service
slightly by lower than expected depreciation expenses were the main
the deficit position.

Operating Expenditure

From our review of operating expenditure we observed the following:
1) Non-office related expenses totaling $3,098. This included:

a. $1,500 for catering to host Palmerston church group;

b. $1,598 for pareu material for Avatiu church group uniforms

In accordance with the Cook Islands Government Financial Policies g
Procedures Manual (CIGFPPM), Part D, Section 15, 3.2.1: "Ministerig
budgets are to be used for office support and not for discretionary pu
support is intended to cover the normal cost of running an office whic
VWDIILQJ VWDWLRQHU\ FRPPXQLFDWLRQ
3.2.2: "The appropriation is not intencader donations. The POBOC
(Payment on Behalf of the Crown) Social Responsibility Fund is inten
all donations and grants".

As a result of the above, the Office was in breach of the CIGFPPM, P

Section 15, subsection 3.2.

We recommend the following:

1. For future compliance with CIGFPPM, Part
Section 15, 3.2.1 and 3.2.2, the CEO together v
Finance Officer should ensure that the Office bt
used solely for Office related expenditure. Cost:
relating to donations or community related work
be sourced from the Social Responsibility Fund

Issue cleared




COOK ISLANDS AUDIT OFFICE

5 Definitions?2 Review Risk Rating and Conclusion

The definitions used to rate the risks of audit issues has been adopted from the Cdbkllsl&nd§IAMudd LVN FULWHULD

Risk Rating Definition
SRWHQWLDO IRU XQIDYRXUDEOH RU QRWLFHDEOH QHJDWLYH Le&abdiovrepu@tiotdK H RUJD QL VI
High Management attention is required to ensurethamie LV PDQDJHG LQ OLQH ZLWK WKH RUJDQLVDWLRQYV REM
SRWHQWLDO IRU XQIDYRXUDEOH RU QHJDWLYH LPSDFW RQ WKipRAlchDQLVDWLRQTV REMH
Medium Management needs to establish controls to address risk identified.
SRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDWLRQYVY REMHFWLYHV LQFRPH H[SHQGL
Low Management needs to identify if there is a cost benefit in establishing increased controls.
Review Definition
Conclusion
Unmodified An unmodified conclusion is expressed when the auditor is satisfied in all material respects with the matters on which an overall conclusion is reg
A modified conclusion is expressed when either of the following circumstances exists:
(@ WKHUH LV D OLPLWDWLRQ RQ WKH VFRSH RI WKH DXGLWRUYV H[DPLQDWLRQ RU
(b) the auditor disagrees with the treatment or disclosure of a matter in the written assertion or set
RI DVVHUWLRQV D Q Gnt, the effést |f thexh@ttenifkdd fiay bé xn&tdridlP H
Modified
In order of severity (most to least), qualified review conclusions may take the following form:
x DisclaimetH[SUHVVHG ZKHQ WKHUH LV D OLPLWDWLRQ Rdgnt¢KH DXGLWRUYVY ZRUN DV D UH
x Adversetexpressed when the results of a disagreement with management or a conflict between applicable financial reporting frameworks is
X Qualifiedtexpressed when an unmodified conclusion is inappropriate because of a disagreement with mandugtwesn apploaiflefinancial rep
frameworks is not so significant and pervasive.
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COOK ISLANDS AUDIT OFFICE Review Management Report

1 Introduction

We have completed the review for Ministef] Sugmurt Office for the year ended 30 June 2017 in accordaacemgtmaants letter da&@dlovember
2017 This report presents our findings and draws attention to areas where theuM|iBispgomutdpgiOffice™) is doing well or where we have made
recommendations for improvement.

The review we performed are summarized as follows:

x We performed a review of the financial statements of the Office, whitle ctatenmag of financial position, statement of comprehensive incon
statement of changes in equity, statement of appropriations and sshtdlmestfof tdae year ended 30 June 2017

x We documented and performed a walk-through of processaa andtiole of the Officeespect of trading revenue, personnel costs, cash at bank,
operating expenditure, property, plant and equipment, receivables, and payables.

x We undertook an examination @flthe EdfmpNance with key legislation and regulations.

The review was conducted in accordance with the International StandaEshgapéteeiss (ISRE) 24{Fongagements to Review Historical Financial
Statements. The scope of a review of the financial statements idesgttantidly scope of an audit conducted in accordance with Interaadi® nél Stand
Supreme Audit Institutions (ISSAI) whose objective is the expressionegandiogiti@nfinancial statements and accordingly, we shall expresemo such opi
We agreed to report to you any matters which come to our attention thheyewanead .t

Review Conclusion

We have issued a qualified conclusionhl thé&rtaficial statements for the 30 June 2017 financial year.

Our modification was issued on the following basis:

Other Expenses

Other expenses of $74,646 is qualified due to the Office using operiitizugckiB@9 1030 in social responsibility activities during the financial year. This rel

primarily to Matavera Church and Sports Group donations. As stipulated in the eooi&siartsaGaal Policies and Procedures Manual (CIGFPPM), the
Office appropriation is intended to cover normal operating costs of the Offateoasd Tt thtter can only be covered via the Social Responsibility Fund.
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2 Review Findings

The purpose of this report is to present the results of the SUpjgere®@fitcehe 2017 year and of the issues arising out of the review thaagesribintk ma
should be made awardppendix Jprovides a summary of the status of prior year issues. We would like to commeciddhadgXttiesdde issue raised in
the prior year management report.

The following issues are raised for your attention:

Due to the above, the occurrence of Other expenses of
was qualified.

finance social responsibility activities. These do
should have been covered by the POBOC socig
responsibility fund, thus resultrigaach of
CIGFPPM, Part D section 15, 3Th& appropriatiol
is not intendedtReY HU GRQDWLRQV
5HVSRQVLELOLW\ )XQG™ LV L
DQG JUDQWYV ~

Travel cost amounting to $790 incurred by the
Office was in breach of the Cook Islands Gover
Financial Policies and Procedures Manual (CIG
Part D Sections 15, 3.2.5. Payment was made f
Office budget for travel expenses of Minister Tu
Pursuant to Part D SectioB.25% "The appropriation is
intended to cover approved Office related travel for
are actually employed in the.bffice

the CIGFPPM. In particular, ensuri
all payments for the Support Office

X

X

Review Risk Finding Recommendation Office/ Head of Office

Procedures Level Response

Other High Review of Other expenses revealed the following a| 1 £2. We recommend Managemsg 1. At the advice of the Cro

Expenses ) ) complies with approved governmer Manager of MFEM the
1. Atotal of $29,130 in operating funds was used { yolicies and procedures as stipulatf ~ Minister is at liberty to tf

properly authorised by the Chie
Executive Officer (CEO)
payment voucher is clearly detg
accompanied by valid and
appropriate supporting docume
correctly classified and recorde
the accounting system;

bona fide expenses; and

office or staff related expenses
accordance with Part D Section
3.2 of the CIGFPPM.

total discretion of funds
over our operations as
deem appropriate by the
office.
A former Director of Aug
have also confirmed thg
we have been genuine
our utilization of funds fi
our operating under oth
expense and finance sg
responsibility activities.

2. This is received and not
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Review Management Report

Cook Islands Audit Office (ClAGncluding remarkdA/e acknowledge that the Office has received advice on this issue adrasvadioiastpnately th
contrary to the view of the CIAO. This is because it directly cor@i@ERPsAhehich specifically states that the funQiRgW¢ IRU GLVFUHW L
V X S Sskdd ¥ §he normal cost of running ah Afficeas the funds were used solely for the benefit of the Matzesey, dbissiticreases the perceive
to the Minister of unequal treatment and being biased towards his own constituents.

Property, Plant
& Equipment

Low

Our review of property, plant and equipment (PPE)
that a number of assets were not tagged with contr
numbers during the physical sighting of PPE.

We also found a Samsung mobile phone which was
misplaced by the previous Chief Executive Officer
sitting in the PPE register.

The PPE Register is an important internal control u
ensure that all assets currently under the control of
have been accurately captured in the general ledge
controlled effectively.

Werecommend that all assets listeq
within the PPE register should have
individual identification numbers

assigned as peart B Section 2 Fixe
Asset Control Number subsection 3
WKH &,*)330 ZKLFK V
DVVHWYV QHHG WR EH

The Office should also request app
from the Financial Secretary to writ
lost property. A report is required si
how it was lost and what actions th
office has done to try to recover it.

This is received and noted.

! Refer to CIGFPPM, Part D, section 15, paragraph 2 and 3.2.
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3 Conclusion

I would like to take this opportunity to thank you and your staff for the kirckassistanog the review

Yours sincerely

Ak

Allen Parker
Director of Audit
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4  Appendix 1: Status of recommendations made in previous management reports.

Table A: Outstanding Matters
Matter Recommendation Outcome and status
None

Table B: Cleared Matters
Matter Recommendation Outcome and Status

Property, Plant & Equipment (PPE)

Our review of property, plant and equipment (PPE) revealed that the treatment of PPE
asset purchases were not consistently applied during the year. For example, two (2) e
were purchased for $1,700 and treated as an expensed asset. Meanwhile a microwav
purchased for $304 and $462 respectively were capitalised as PPE.

In accordance with the Cook Islands Government Financial Policies Procedures Manu
Part C, section®([SHQVHG $VVHWYV edaBddtb are assetg p8reh@séd from
operating funding or donor funding, or are donated, and the cost (excluding VAT) doeg

" 7UHDWPHQW RI WKH DERYH WUDQVDFWLRQV ¢
the transactions abov

Alternatively, International Public Sector Accounting StandardsHPR&$pERy 1@lant and
HTXLSPHQW VHFWLRQ GHILQHV 33( DV 3« WDQJL
(a) Are held for use in the production or supply of goods or services, for rental to other
administrative purposes; and

E $UH H[SHFWHG WR EH XVHG GXULQJ PRUH WKDQ

Pursuant to this standard, it would be possible to capitalise as PPE all 3 transactions i

is that it will be used for more than one reporting period (or financial year).

We recommend Management choose eit
comply with CIGFPPM, Part C, Seadtion 9
Expensed assets or IPSASHARE.

Irrespective of the policy that is adopted,
essential that this policy and treatment is
appied consistently across all purchases.

Issue cleared.
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5 Definitions? Review Risk Rating

7KH GHILQLWLRQV XVHG WR UDWH WKH ULVNV RI DXGLW LVVXHV KDV EHHQ DGRSWHG IURP WKH &

Risk Rating Definition
Potental RU XQIDYRXUDEOH RU QRWLFHDEOH QHJDWLYH LPSDFW RQ WKrepuRaichDQLVDWLRQTV
High ODQDJHPHQW DWWHQWLRQ LV UHTXLUHG WR HQVXUH WKDW WKH ULVN LV PDQDJHG LQ (¢

SRWHQWLDO IRU XQIDYRXUDEOH RU QHJDWLYH LPSDFW RQ WKipRAlchDQLVDWLRQTV REMH
Medium Management needs to establish controls to address risk identified.

3RWHQWLDO PLQRU L FoBjECEWS, RENA, ExpeRIIUIE QUMD #¥duREs Bld/or reputation.

Low Management needs to identify if there is a cost benefit in establishing increased controls.
Review Definition
Conclusion

Unmodified An unmodified conclusion is expressed when the auditor is satisfied in all material respects with the matters on which an overall conclusion is reg

A modified conclusion is expressed when either of the following circumstances exists:

(a) there is a limitation on the *dp& N KH DXGLWRUTJV H[DPLQDWLRQ RU
(b) the auditor disagrees with the treatment or disclosure of a matter in the written assertion or set

RI DVVHUWLRQV DQG LQ WKH DXGLWRUTV MXGJHPHQW WKH HIIHFW RI WKH PDWWHU
Modified

In order of severity (most to least), qualified review conclusions may take the following form:
x DisclaimetH[SUHVVHG ZKHQ WKHUH LV D OLPLWDWLRQ RQ WKH DXGLWRUYVY ZRUN DV D UH
x Adversetexpressed when the results of a disagreement with management or a conflict between applicable financial reporting frameworks is

X Qualifiedtexpressed when an unmodified conclusion is inappropriate because of a disagreement with mandgdwest applioadiiéctinancial rep
frameworks is not so significant and pervasive
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2016 Financial Year
1. Prime Ministers Support Offitenorable Henry Puna
2. Office of the Deputy Prime Miridtmrorable Teariki Heather
3. Office of the Leader of Opposition
4. OLQLVWHU ODUN %URZQYV 6XSSRUW 2IILFH
5. OLQLVWHU 1DGL *ODVVLHYV 6XSSRUW 2IILFH
6. OLQLVWHU $OEHUW 1LFKRODVYV 6XSSRUW 2IILFH
7. OLQLVWHU .LULDX 7XUHSXTV 6XSSRUW 2IILFH
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COOK ISLANDS AUDIT OFFICE

1 Introduction

We have completed the Review f8riHeP H 0L Q L VW H fantie gediSeBded) 3V Jarid RE+LA in accordance with merasréettgr dated 01 August
2017. This report presents our findings and draws attention to area® Whd?éHth@ L Q L V W H 'Dffices )XiS @RdJ well Dt MhErd we have made
recommendations for improvement.

The review procedures we performed are summarized as follows:

x We perform a review of the financial statemen3 WiLtReH OL QL V W H,uwiifh eotripEsBRIthE spatémnénit of financial position, statement c
comprehensive income, statement of changes in equity, statement of apprsfaietant of cash flows for the year ended 30 June 2016.

x We documented and performed a walk-through of proceseaa andtiote of the Officeespect of trading revenue, personnel costs, cash at bank,
operating expenditure, property, plant and equipment, receivables, and payables.

X We undertook an examination @flthe EdtinffpNance with key legislation and regulations.

The review was conducted in accordance with the International Reaneardngagements (ISRE) 2tjagements to Review Historical Financial
Statements. The scope of a review of the financial statements ides#tantitié/ scope of an audit conducted in accordance with Interaed®oél Stand
Supreme Audit Institutions (ISSAI) whose objective is the expresswnrefardomrthe financial statements and accordingly, we shall expregemo such op

We agreed to report to you any matters which come to our attention thaeyawaneexf.t




COOK ISLANDS AUDIT OFFICE

2 Audit Findings

The Offic@réview engagement for the 2016 financial year did not reveal arsggsemthesmie think Management should be made aware of. This is a great
DFKLHYHPHQW IRU WKH 2IILFH UHGXFLQJ WKH QX®EHU WR RRQDIHFRHQW LVVXHV LGHQWLI

We would like to commend Management on the great effort inramtdreasisgyes and we look forward to the continuation of this excellent performance i
years to come.




COOK ISLANDS AUDIT OFFICE

3 Conclusion

I would like to take this opportunity to thank you and your staff for the kirckassistanog the engagement

Yours sincerely

Abe

Allen Parker
Director of Audit
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4  Appendix 1: Status of recommendations made in previous management reports.

Table A: Cleared Matters

Matter | Recommendation | Outcome and Status
Personnel Expenses

From review of personnel internal controls, we discovered the following iss We recommend the following: Joseph Hiro was fully reimbursed.
1. The Office to fully remunerate Joseph Hiro $31{ Issue Cleared

1. Employee Joseph Hiro who commenced employment with the Office unpaid hours worked.

was not paid for the first week of his employment.

Although the amounQ YROYHG LV PLQLPDO DW 2. Dwuicljrez"’}":dl_d;"ge”{’/e = gxer\f;:/sﬁdo"‘(hesn ovU
SHUVRQQHO FRQWUROV DUH LQ GRXEW +[ ; . “HY Q .

o . : variances identified to be resolved with MFEM
to the Ministry of Finance and Economic Management (MFEM) recor¢ i

. o imely manner.

correctly, the error would have been identified sooner. Full compensat
the unpaid hours worked would have also taken place. In this case, ful
yet to be made as at the date of this report.

An adjustment has been proposed to account for the unpaid salary.

Table B: Outstanding Matters

Matter | Recommendation | Outcome and Status
None




COOK ISLANDS AUDIT OFFICE

5 Definitions? Audit Risk Rating

The definitions used to rate the risks ofbté&¥W HV KDV EHHQ DGRSWHG IURP WKH &RRN ,VODQGV $XGLW 2IILFHTV UL\

Risk Rating Definition
Hiah SRWHQWLDO IRU XQIDYRXUDEOH RU QRWLFHDEOH QHJDWLYH Ld2amfewemi@tion, KH H
9 ODQDJHPHQW DWWHQWLRQ LV UHTXLUHG WR HQVXUH WKDW WKH ULVN LV PDQD
. SRWHQWLDO IRU XQIDYRXUDEOH RU QHJDWLYH LPSDFW RQ WKrepuRatibhD QLV D W LR (
Medium . L <.
Management needs to establish controls to address risk identified.
L SRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDWLRQTY REMHFWLYHV LQFRPH
ow . o . " N
Management needs to identify if there is a cost benefit in establishing increased controls.
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COOK ISLANDS AUDIT OFFICE

1 Introduction

We have completed the Review for the Deputy PrimfeSMppsteiOffice for the year ended 30 June 2016 in accomlaraeanigiements letter daited
August 2017. This report presents our findings and draws agastwmei@ dhe Deputy Prime M{itpport Office ("Office™) is doing well or where we have
made recommendations for improvement.

The review procedures we performed are summarized as follows:

x We perform a review of the financial statements of the Deputy PYiSigpbnisdéfice, which comprises the statement of financial position, statemet
comprehensive income, statement of changes in equity, statement of apprsfaietant of cash flows for the year ended 30 June 2016.

x We documented and performed a walk-through of processsa andtiote of the Officeespect of trading revenue, personnel costs, cash at bank,
operating expenditure, property, plant and equipment, receivables, and payables.

X We undertook an examination @flthe EdtinffpNance with key legislation and regulations.

The review was conducted in accordance with the International Raneardmgagements (ISRE) 2Ethagements to Review Historical Financial
Statements. The scope of a review of the financial statements ides#tantitilé/ scope of an audit conducted in accordance with Interaed®oél Stand
Supreme Audit Institutions (ISSAI) whose objective is the expressionrefar g tie financial statements and accordingly, we shall exprési®mno such op

We agreed to report to you any matters which come to our attention thaeyawaneexf.t




COOK ISLANDS AUDIT OFFICE

2 Audit Findings

The Officgréview engagement for the 2016 financial year did not reveal arsgsemthesnte think Management should be made aware of. This was
FRQVLVWHQW ZLWK WKH 2IILFHYVY SHUIRUPDQFH RYHULWKH SDVW \HDUV ZKHUH QR VLJQI

Therefore we would like to commend Management on the greatr@figrtheaaime high level of performance as seen in prior years. This theestament to
strong internal controls and business culture prevalent withinéhie@Xfioevard to the continuation of this excellent performance in the years to come.




COOK ISLANDS AUDIT OFFICE

3 Conclusion

I would like to take this opportunity to thank you and your staff for the kirckassistanog the engagement

Yours sincerely

Ab

Allen Parker
Director of Audit




COOK ISLANDS AUDIT OFFICE

4  Appendix 1: Status of recommendations made in previous management reports.

Table A: Cleared Matters

Matter | Recommendation | Outcome and Status
None

Table B: Outstanding Matters
Matter | Recommendation | Outcome and Status

None
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5 Definitions? Audit Risk Rating

The definitions used to rate the risks ofbté&¥W HV KDV EHHQ DGRSWHG IURP WKH &RRN ,VODQGV $XGLW 2IILFHTV UL\

Risk Rating Definition
Hiah SRWHQWLDO IRU XQIDYRXUDEOH RU QRW L F HiocBraeHexQdditDréy hurridn ke3d iz és\ahdRoQreputatibnF
9 ODQDJHPHQW DWWHQWLRQ LV UHTXLUHG WR HQVXUH WKDW WKH ULVN LV PDQD|
. SRWHQWLDO IRU XQIDYRXUDEOH #&bjéctyesJibcdinie YardpenBithie, FiWndR @sivicés aRdlal BeQuiatidd. W L R (
Medium . . <
Management needs to establish controls to address risk identified.
L SRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDWLRQYTY REMHFWLYHV LQFRPH
ow . o : " S
Management needs to identify if there is a cost benefit in establishing increased controls.
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COOK ISLANDS AUDIT OFFICE Ref: AUP management report

1 Introduction

We have completed the Agreed Upon Procedures (AUP) for Oftiee of the Ogp@osition for the period ended 11 April 20166e adtoola arrangements
letter dated September 2Q16This report presents our findings and draws attention to areas wherthéhee@tfereobthe Oppoditioffice”) is doing well
or where we have made recommendations for improvement.

The agreed upon procedures we performed are summarized as follows:

x We confirmed crown appropriation revenue, crown receivable, crown payaild, peveoneels to property, plant and equipment to appropriatior
MFEM records and source documentation.

x We documented and performed a walk-through of processes anutroirfrtheCifice in respect of trading revenue, personnel costs, cash at banl
operating expenditure, property, plant and equipment, receivables, and payables.

X We undesbkan examination of thél L EdthNance with key legislation and regulations.

The AUP was conducted in accordance with the Standards (APS-1) aAdPGelddbnésgreed upon procedures Engagements promulgated by the Cha
Accountants Australia and New Zealand (CAANZ). The procedures did petfoonstitute an audit or a review and, consequently, no agayrance on
assertions contained in the financial information was expressed. We agreed toyrepaitéts yich come to our attention that you need to be aware of.




COOK ISLANDS AUDIT OFFICE Ref: AUP management report
2 AUPFindings

The AUP for the period 1 July 2015 to 11 April 2016 (9 monds)edbascamesulatie change of Leader of Opposition from Hon William Heather (Democre
Party) to Hon Teina Bishop (One Cook Islands Party) on 23 Mawih@ @i daticome of a coalition. The period covered by this idUiRerpkatios that
the former Leader (Hon William Heather) and former Chief Executive Officer (CEO), Edsimmsiblletfovaies Office of the Leader of Opposition

The current Leader of Opposition, Rose Brown was formally d&ppfeiptechioer 2016 andent CEO, George Turia on 1 July 2016 and has taken over the
physical office and all related fixed assets.

The purpose of this report is to present the results offtAJ®ficehe period from 1 July 2015 to 11 April 2016issdesfansing out of the AUP that we
think management should be made aware of. Also we woulchékel tdamamgement for addressing 3 out of the 6 issues raised/@atiregoit The

following issues are raised for your attention:

& Equipment
(PPE) Register

the following anomalies:

1. There were assets identified in
expensed assets listing which
obsolete and no longer operati
Appropriate action is required |
management to write these as
off and update the PPE registe
accordingly.

2. Assets listed in the PPE regist¢
not have individual identificatio
control numbers. This is in brei
of Cook Islands Government
Financial Policies and Proceduy
Manual (CIGFPPM), Part B Se|
Para 3.9.

Agreed Upon | Risk Level | Finding Recommendation Office/CEO Response
Procedure
Property, Plant Medium Our review of the PPE register reM We recommend the Chief Executive

Officer (CEO) ensure the following:

1. The Office complies with CIGFP
Part B, Sec 2-Asset Managemer
when proceeding to dispdieese
obsolete and damaged assets.

2. Given the change in leadership ¢
Office, it is imperative that the Pl
register reflects true and accurat
records of all the assets held an(
controlled by the Office. Therefo
office must ensure that each
line asset in the PPE register is
individually itemised and is alloc
an identification number as stipu
in Part B, Sec 3.9.

1. Recommendation noted and
obsolete assets will be writte)

2. Recommendations noted. Al
items have individual
identification labels and date
purchase which were overlog
during audit.
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We identified assets which did
have a purchase date which is
crucial in calculating depreciati
correctly.

CEO did not sign off on the PP
register or listings to confirm hi
responsibility upon the change
administration at the Office. Th
in breach of CIGFPPM Part D,
10, Para 3.4.1.

3. Depreciation expense should

4. The Office complies with CIGFP

commence when the asset is brq
into use. Refer to Part B: Sectior
paragraph 4.4.8 of the CIGFPPN

Part D, Sec 10-Ministerial Office
Hand-Over Process.

. Recommendation noted.

. Noted and it was unfortunate

the PPE Register was not
brought to the attention of thg
CEO for sign off.

Operating Medium

Expenses

Our review over the operating exp
account revealed the following
anomalies:

1.

The Office incurred travel costs
the former Leader of Oppositio
Hon. William Heatfdris is in
breach of the Cook Islands
Government Financial Policies
Procedures Manual (CIGFPPNM
Part D Sections 15, paragraph
3.2.3. Additionally, paragrapib
prohibits payments made from
Office budget for travel expens
for persons not formally emplo}
by the Office.

Similar to last year, thasne
formal written notice of engage
for an external consultant to pr
political advice to the Leader.
binding term of reference sheu

We recommend thHe@=nsure the
following:

1. Comply with CIGFPPM, Part D,

. All legal documentation pertainir

agreed to and signed by both

Section 15 - Ministerial Office's-
Operations, paragraph 3.2.3, wh
stipulates; "The appropriation is
intended to cover overseas
travel. Cabinet approves the
expenditure that a Minister may
when travelling overseas and th
paid from the Civil List. Minister
FDQQRW RYHUULGH
and use additional funds from th
Office budget.”

binding agreements and
engagements for professional
services rendered should be ret
in a safe place for future referen
the case of any subsequent disf

. Recommendation noted and

. Recommendation noted as

and for audit purposes.

incoming CEO will ensure thq
this is not repeated going
forward.

This travel was incurred by t

Leader to attend the late May,
7DLDYTV IXQHUDO

previously highlighted last ye

-5-
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parties, prior to services perfor
and payments made.

. Communication expenses total

$6,245 (average $520 per mor
considered excessivé also
noted monthly internet excess
usage by the Office which indig
lack of monitoring and internal
control measures in place to ef
all official and unofficial usage/
are appropriately recorded and
accounted for, as required und
Section 3.2.1, Section 15, Part
CIGFPPM.

3. Stringent measures in place to

ensure that expenses are monit
closely to avoid any excess or
inappropriate overspending.
Furthermore, the office should
consider no-excess internet plar
ensure that there is no excess u
by unauthorised officers or exist
staff in the office. We are aware
this has been implemented in th
subsequent period.

. Compliance to Sec 3.2.1 which

that the Ministerial budget is to
used for office and not for
discretionary purposes. Office ig
intended to cover the normal co
running the office. Any deviation
the CIGFPPM must have the wr
authorisation and approval of
the Financial Secretary.

3. Recommendation noted.
BUHYLRXVO\ 2XW
had use of the phone to call {
constituencies in cases of
urgency. This is now been
PRQLWRUHG $ 3Q
SODQ” KDV VXEVH
introduced as well.

4. Recommendation noted.

We found the following anomalies| We recommend the CEO ensure th

Medium . . :
testing of personnel expenditure | following:

Personnel
Expense

1. A staff member took 7 hours (1| 1. That there are stringent measurg 1. Recommendation noted and

annual leave in anticipation whij
against the PSC Staff Entitleme
Policy. The policy states that st:
are only entitled to leave which
available to them at the time of
applying for leave.

place to ensure that annual leav
balances are closely monitored {
avoid staff taking any leave in
anticipation which is not availabl
them. We also recommend that
journal which is posted for annug

leave accruals at year end shoul

be strictly adhered to.

-6-
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2.

We could not obtain sufficient
supporting documentation to ve
that the existing staff would cart
as employees with new letters ¢
appointment under the new leag
According to CIGFPPM Part D,
10-Ministerial Office Hand over
process, Para 3.1.1 "On the
announcement of a change of
Cabinet Minister, staff will be gi
month's (20 working days) notig
termination. Should the new
incoming minister choose to ke
staff member; a formal appointr]
letter must then be submitted tg
MFEM." Para 3.1.3 "The outgoi
CEOQO, in consultation with the
incoming Minister and CEO, is
responsible for providing the no
of termination.”

. Compliance to CIGFPPM Part D

drafted, reviewed, approved, anc
supported with sufficient
documentation before posting in
QuickBooks.

10 +Office Hand over process is
crucial for this office given sever
changes in the leadership and C
role of the Office occurred during
subsequent to the financial perio
The incoming and outgoing

administrations should diligently
comply with all requirements ung
Section 10 to ensure consistenc
fairness, and appropriate proced
are undertaken when conducting
change in leadership at any offic

2. Recommendation noted and
incoming CEO will ensure th
requirements are met and
adhered to diligently. This
changeover of leadership wa
unprecedented (3 leaders w|
a period of 6 months). Staff v
placed in transition rather thg
termination to avoid uncertai
with job security.

General Medium

Journals

We found from a review of the ger
journals internal control system th;
journals posted during the year:

1.
2.

3.

An example of a journal we review
was the Annual leave accrual jouri

Were not drafted on a journal
template prior to being posted;
Werend supported by sufficient
documentation; and

Were not appropriately approvi
and reviewed by an independe
officer

Werecommend the following:

1. All journals are drafted on a jour

. All journals must be supported b

. The journal draft must be signed

template prior to being posted in
QuickBooks;

appropriate and sufficient source
documentation, which must be
attached to the draft journal temj

and dated by the preparer as
evidence of preparation and
forwarded to the CEO or externa

1. Recommendations noted an
be adhered to as stipulated.
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posted. We found a variance of
$364 between the balance reporte
the individual leave cards of the st
We have proposed an adjustment
correct this entry.

consultant for review and
authorisation;

4. The CEO or external consultant
thoroughly review the journal an
attached supporting documents
ensure its accuracy and sign off
date the journal drafted to autho
posting; and

The Finance Officer must only post
Journals in QuickBooks once authg
by the CEO or external consultant.

Accounts
Receivables

Low

Our review of receivables reveales
doubtful debts of $1,630 were proy
for in the previous year. No further
action has been taken to recaser t
debt or requesting approval from t
Financial Secretary to have them \
off.

We recommend the CEO gets appr|
from the Financial Secretary, as un
Part D, Section 1Rad Debts/Provisiq
for doubtful delutbthe CIGFPPM, to
have all historical doubtful debts wr
off as bad debts.

This is an outstanding matter from
previous period and will be attendeg
recommended.

Vat Payable

Low

The Office has a VAT Payable qf ¢
dating back to 2013.

We recommend that the CEO seek
advice and confirmation from the
Revenue Management Division of t
balance and make arrangements tg
it

The CEO will consult with Revenue
Management Division on how to cle
outstanding VAT tax.
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3 Conclusion

I would like to thank you and your staff for the assistance received during the AUP

To conclude, the Cook Islands Audit Office is always looking at ways of improving our sepvesasadmotdddback you and your staff may wish to make
Please ensure that you complete the client survey questionnaireonnpdetioim of this AUP, this can be accessed by clicking ontag thiekfollowi
https://www.surveymonkey.com/s/JQ36TL2

Yours sincerely

/&\}v\' l’ w

Allen Parker
Director of Audit



https://www.surveymonkey.com/s/JQ36TL2
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4  Appendix 1:

Status of recommendations made in previous management reports.

Table A: Cleared Matters

Matter

| Recommendation

| Outcome and Status

Property, Plant & Equipment (PPE)

Our review of the PPE register revealed the folloy
anomalies:

A number of assets valued at $7,717, were recor(

HDGGLWLRQVY LQ WKH 33( UH|
itemised as computers, laptops, mobile phone, pr
These additions relate to assets purchased during
2014 financial year using operating funds. This is!
since been rectified by the office, with the assistal
audit prior to this report.

We recommend the Chief Executive Officer (CEQO) e
following:

Refrain from grouping assets under one line items al
totals. All assets should be itemised on the PPE reg
uniquely identifiable. This can be achieved by using
numbers as stipulated in the Cook Island Governme
Financial Policy and Procedure Manual (CIGFPPM))
Section 2. Additionally, management should ensure

proposed adjustments relating to fixed assets as cag
nature must be correctly reflected in the amended P}
register and aligned to amended general ledger (GL

Cleared

Operating Expenses

The Office employed a worker to perform general
duties on a part time basis, without a formal noticf
employment or employment contract. Additionally
payments were paid through the operating expen
rather than through the payroll system, by submiti
relevant timesheets to MFEM.

We recommend:

1. That all employees (and part-timers alike) have b
and valid contracts of employment or notice of
appointment to ensure payments made have bee
appropriately authorized and in accordance to sig
legitimate contracts and/or notice of employment

2. That all personnel related payments to employee
processed through the centralized Government p
system via MFEM and not through the operating
expenditure. As required by Part D, Section 15 -
Ministerial Office's-Operatmarsigraphs 3.5.1 and

3.5.2 of the CIGFPPM.

Cleared

Bank Reconciliation

-10-
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Bank reconciliation were not signed and dated by
preparer, also there was no evidence of an indep
review of the reconciliation. This is a breach of P|
Section 6Bank Reconciliatafrthe CIGFPPM.

We recommend that the CEO ensures that all month
reconciliations are prepared and that these reconcilig
subject to a secondary review and should be signed
as evidence by those responsible, in accordance wit
Section 6, paragraph 3.1 of the CIGFPPM.

Cleared

Table B: Outstanding Matters

Matter

| Recommendation

| Outcome and Status

Property, Plant & Equipment (PPE)

There were assets identified in the expensed asst
which are obsolete and no longer operational. Ap|
action is required by management to write these &
and update the PPE register accordingly.

We recommend the CEO ensure the following:

1.

Identify all obsolete and assets no longer in use g
them written off in accordance with Part B, Sectig
the CIGFPPM.

Monthly reconciliations of the PPE register to the
performed and that these reconciliations are subj
secondary review and should be signed and date
evidence by those responsible.

Issue outstanding.

Operating Expenses

Our review over the operating expenses account
the following anomalies:

1. The Office incurred travel costs for the former
of Opposition, Hon. Wilkie Rasmussen. This ig
breach of the Cook Islands Government Finan
Policies and Procedures Manual (CIGFPPM),
Sections 15, paragraph 3.2.3.

We recommend the CEO ensure the following:

1.

Comply with CIGFPPM, Part D, Sectidinisierial
Office's-Operatiopsragraph 3.2.3, which stipulate]
"The appropriation is not intended to cover overs
travel._Cabinet approves the expenditure that a N
may incur when travelling overseas and this is pg
the Civil LisMinisters cannoRYHUULGH &L
approval angse additional funds from the Office

budget"

Issue outstanding.

-11-
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2. There was no formal written notice of engager
an external consultant to provide political advig
Leader. A binding term of reference should be
to and signed by both parties, prior to services
performed and payments made.

3. All legal documentation pertaining to binding agre
and engagements for professional services rende
should be retained in a safe place for future refer
the case of any subsequent dispute and for audit
purposes.

4. Any deviation from the CIGFPPM must have the
authorisation and approval of the Financial Secre

Accounts Receivables

Our review of receivables revealed doubtful debts
$1,630 were provided for in the previous year. Ng
action has been taken to recover this debt or requ
approval from the Financial Secretary to have the
off.

We recommend the CEO gets approval from the Fin
Secretary, as under Part D, Secti@adDebts/Provisig
for doubtful delstbthe CIGFPPM, to have all historica
doubtful debts written off as bad debts.

Issue outstanding.

-12-
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5 Definitions2 AUPRIsk Rating

The definitions used to rate the risks 6f WMIKHV KDV EHHQ DGRSWHG IURP WKH &RRN ,VODQGV $XGLW 2IILFHfV ULV

Risk Rating Definition
High SRWHQWLDO IRU XQIDYRXUDEOH RU QRWLFHDEOH QHJDWLYH Ld3&nfevvedri@ion) KH R
9 ODQDJHPHQW DWWHQWLRQ LV UHTXLUHG WR HQVXUH WKDW WKH ULVN LV PDQD,
. SRWHQWLDO IRU XQIDYRXUDEOH RU QHJDWLYH LPSDFW RQ WKépuratibdD QLVDWLR (
Medium . o <.
Management needs to establish controls to address risk identified.
L SRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDWLRQYY REMHFWLYHV LQFRPH
ow . o : " S
Management needs to identify if there is a cost benefit in establishing increased controls.

-13-
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1 Introduction

Wehave comlgtedthe review for Ministeod { Supat Ofice for theear ended 30 JuA@L6in accordancetivou arangemants leter dated 02ulywst 217.

Thisrepat preserts ou findngs and drawsextion to eeas viere Minister BrowWiiSuppad Ofice ("Offi¢gis dang well ovrerewehave maderecannerdaions
for improvesrt.

The review procedurepwirmed are surarized atlows:

x Wepaformed a review of thancial stateats of the Office, which comprisestateenent ofnfurcialpaosition, statesnt of comghensivencome
statenent of chrges in eqty, statement of aggriaions and stameat of casflowsfor the year ended 86eR0LG

x Wedaunerted and performed a watkghrof pocesses and internal controls of fibe @espect of dng revenu@gasonnel costs, cashbatk,
opeating expelture, property, plant and equipraeeivadbs, ancgayables.

X Weurdertook an examination of tiiee &6 mpdirce with kegdidation and igadations.

The review wasncictedin accordrce wih the Inteationd Sardad on Reviewngagemeants (ISRE2400 +Ergageneris to Review Historical Financial
Staterarts. The scope of a review dindngcial stateartsis substartially less than the scope oludhaarductedn accodarcewth Inteational Standardg o
Supremeuwlt Instittions SA)wloseoljectivasthe expression of an opiegading thénancial statrertsard accordinghyeshdl express no suefinon

Weageed taepatto youary matters which comeuatertion ha you need to be awdre o
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2 Review Findings

Thepupose of threpatisto preen theresults of the Offifééview for the 2016 year and isbileearising out of the revieavytou Boud be race awae of.
In Appendix prowiles a smnary of the status of prieayissuess also proded. Wewvauld keto take tis ogoatunityto cannerd Manaenert for addresgin

the two (2) issues raised in the gaiongragerert repat.

Thefdlowng issues wemrerrtifiedn this cuent fnancial gar review anderaised he for pu attetion:

Review

Risk Levd

Finding

Recommendation

Ofiice/ Headf Ofice Reponse

Property, Plan
and Equipmat

Medum

Review of rgperty, plant andupment (PB
reveded thddlowng:

The PPEsgister wasia updded appaopriately.
Itwas also noted that tgetiation expense
were incorrectly cédmd in the prior yea
leadng to an incorregenng accuntaed
depecigion bdance.

This is evidendedtthe inteal controls
suroundhg the monthly review of tikie PP
register is nopaopriatly peforned

We recmrerd the fdlowng:

The Office stid ensure th
thePFE registas appopriatéy
updated and reviewed r
accuracy, comgeness awl
prape vduation of assets. T
incldes ersuring th
depecigion of PPEs cdaulated
correctly.

Once Mreganent is satisfik
wih the accuracy ofetPPE
register, ts shoild then b
remrciledto the geeal lelge
to ensure that ishinformion
flows onto the Offic§ Whahcia
statenents.

The officevil achere toAuwdit

reconnenditiors andwil ersure ha

PFE is correctly calceitht




COOK ISLANDS ATDFHACE

3 Conclusion

| would like to thank you and your staff for the assistance received during the engagement.

Ak

Allen Parker
Director of Audit
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4  Appendix 1: Statusf recommendatios male in previous managemgeports.

TableA: Cleaed Matters
Mater | Reommendation | Qutcomeand Stdus
Ddicit Pcsition

The Office repmda net deficit (12 354 )fortheyear 30 June 2015, following def
inthepreviouyears:
¥ 30Jwne 2014$5808)
¥ 30Jwne 2013$5053)

Figure 1: Mirster Browvn Support @ice 30June 2015 Ower-
expenditure anaysis

2015 BU(I;)G =U ACTUALY) VAR&?NCE
Personnel 186,455 194,583 (8,128)
Operating Expense 81,613 77,971 3,642
Depreciation 6,802 14,670 (7868)
Grass Appropriation 274,870 287,224 (1234)
Other Revere i i i

Net Avpropriation 274,870 287,224 (1234)

Theincreaein personnel and depreciation expeobesigt werghemain reasons
the deficit position. Thésindicativef Manageman e&d tQ bdter contl actuy
expenditure wheanpaedto budget ansirergtenits overalhienal contd proces
overexpenses.

Sectior39 (2) of The Ministrpf Finaneand EcondoManageme(YIFEM) At 1995-
96 stateshat"Al Head®f Government Cefnens shalbe responsibferersuringthet
there is adequte control over the release of andf fils@lsin accordance with Sect
29.

Wereconnend hefollowing:
1.

The Finane Managr monitors all expenditanea
monthly s#sto ersurethatthe Office remains withi
budgetimitsat dl times.

Al expendituris auholised bythe Chief Executi
Officeror delegted auhoiities pursuaitd Sectior89
of theMFEM ¢t19%-96.

The Finance Manager should prepadetailed
analysiof the Office's 'réiaf Ffinding regrement
using prior year spending pat&s a bais for
predictindguture expenditure anoh consideration
plannd initiatives, to stenghen its buddg
subnisgors.

Office reptada surplusforthefinancia
year.

Issue deared.
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Sectior29(2) (d) regresHead®f Goemment Deptmensto ersurethat all financig
management obligations aeimaludingsound financial management systerr
internal controls exist tede are opeied soasto provide: (i) timely araterally
accuate financial infoation; ah (i) reasonable assurartbassthe transaction
recorded are within steyuadhority and proggdiscloséhe useof all public financi
resources administisythede@itment on behalf of the Crown."

Staff Bnus Payment

TheOffice dd out $F67wathof pefarmarcebonusefortheyear. Howeverended
thatthere ware no staff appraisalerormed priotothepayment diebonuses.lgothe
tatal bonus paymisrexceeded the maimrallowable payout of df$tal personnel
apprpriation for the aieor in this case,$85.

In accodance with Pag, sectbon 10A, pragraph5.3ofthe Cak Islands Gemmen
Financial Policies and Pnaes#lanual (CIG&HFMV) Headof Ministrieo( Offices) a
requredto condat canprehensiveormarce appraisalsf all staff dere deermining
whetlerto award pérmarceborus paymens

Pargraph6.3then statethat & provisiorof 1%ofthegross prsonnel apppaatiorof a
Ministryaf Office) shall be allkecspecificdy for performarnce borus paymensin each
financial yed

Inordeto avoid furebreachesfthe CIGFRM, staff
peformarceapprisalshould be pearmedprioito
awarding bonuses. It #halsdbe ndedthatthe
maximmallowale payoutorbonus pposess only 1%
of totapersonnel appropriatiothfeyear.

Nobonuses paid ousfinanciglear.

Issue cleared

TableB: Outstanding Matte

Méater

Re®mnendation

Qutcomeand Stdus

Nooutstanding matters
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5 Definition?Risk Rating

The definitisused to rate the riskeeviewssues hasbeenadoped from the Cooknslgfudt Office gk critea.

Risk Rating Definition
High Potenil for unfaaralde ormoticeable rgaive impact on the organis§ithjectves, income, expetai, human resourcasd/or repation
9 Managementtenion is regred to ensure that theisisianagedh Inewith the orggaion§oljectves.
Medium Potenil for unfasralde orregaive inpact on the orgaaion§oljectves, income, expenditure, human resourcespnottiont
Management needs to distabontrols to addraskidenified.
Low Potenial minor ipect on the orgaaisn{ dbjectives, income, expenditure, hismanas and/or tggaton.
Management needs ¢mify if theris accst benétfin esaldishihgincreasdcontrols.
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1 Introduction

We have completed the review for Minister Glassie Support Officerideth8d/dup@¥ in accordance with our arrangements letter dated 31 Julis2017
report presents our findings and draws attention to areas where the Ministert GIHE€©8igep) is doing well or where we have made recommendations fc
improvement.

The review we performed are summarized as follows:

x We performed a review of the financial statements of the Office, whitle ctatensag of financial position, statement of comprehensive incon
statement of changes in equity, statement of appropriations and sshtdlmestfof tdae year ended 30 June 2016

x We documented and performed a walk-through of processaa andtiote of the Officeespect of trading revenue, personnel costs, cash at bank,
operating expenditure, property, plant and equipment, receivables, and payables.

X We undertook an examination @flthe EdfmpNance with key legislation and regulations.

The review was conducted in accordance with the International Séamslaré&rgadements (ISRE) 24B0gagements to Review Historical Financial
Statements. The scope of a review of the financial statements idesgttantidly scope of an audit conducted in accordance with Interaadi® nél Stand
Supreme Audit Institutions (ISSAI) whose objective is the expressionegandiogiti@nfinancial statements and accordingly, we shall expresemo such opi

We agreed to report to you any matters which come to our attention tihaeyawaresaf.




COOK ISLANDS AUDIT OFFICE

Ref: Review Management Report

2 Review Findings

We would like to encourage Office management to address prior year issyg®rderdifiedinagement reggsendix rovides a summary of the
status of prior year issues. We note that 2 of the 6 issues from prior year were addressed.

The following issues are raised for your attention:

personnel expense:

1. A contract worker who resides in Atiu continu
SDLG RXW |U Rperating Hunas lihskel
through the centralized Government payroll
Total paid out to him during the year was {
This issue was raised in the prior year and rep|
breach of the Cook Islands Government H
Policies and Procedures Manual (CIGFPPM]
Section 10 which states that all personnel
payments must be processed through the ce
Government payroll system.

2. Furthermore, we discovered that the contract
question was double paid for the week ending
2016. He was paid $350 on the 22 April 2016 &
on the 25 May 2016 for the same pay week.

3. The remaining annual leave balance from prior
not carried forward to the current year, resulti|

understatement of annual leave by $3,4]

(CEO) and Finance Officer:

1.

Review Risk Finding Recommendation Office/ Head of Office
Procedures Level Response
Personnel High We identified the following anomalies during our t¢ We recommend that the Chief Executive

Immediately refrains from payi
employees through its operating budg
comply with Part C Section %
Remuneration, Superannuation and P¢
the CIGFPPM.

Seek recovery of the overpaid wages f
contract worker. Going forward, all 1
payments made to contractors residing
should be reviewed for accuracy
separate and independent individuals.
Ensures that the unused annual
balances from prior year are accy
carried forward to the current year. R
maintenance of the annual leave/
schedule should also be performed to
that the leave balances at year end are
correctly.

. The contractor

. This

. There should n

soon be transferr
onto the offig
personnel payroll.

matter ha
been the subject
dispute between (
office  and th
Ministry of Finan
and Econom
Management
(MFEM)

division.

sala

have been 3
accumulation

leave unless thereg
evidence q
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adjustment was subsequently raised to cor
annual leave balance.

communication
writing by staff ask
to carry forwa

unused annual lea
In the absence
such request ¢
unused leave sho
have been forfeiteq
line with the Pub
Services
Commission (PS

policy.
Our review of operating expenses revealed the fol We recommend that the CEO and Financ| The travel expenses
Officer: incurred on behalf of t

Minister should have
been recovered from

Operating Medium

Expenditure o .

1. Communication expenses totalling $22,695 (2(
$20,915) or equating to an average of $1,891 | 1. Formalise and implement written polic
monthrelated to personal cellular calls. This is procedures governing communication| Social Responsibility
increase by $1,780 from prior year and consid¢  expensesThese policies and procedur( Fund (SRF) as a
excessive for a small office. There are also no should define legitimate business callg reimbursement.
controls in place to distinguish and monitor peif ~ personal calls and include:
calls from work-related calls. a. The setup and use of a telephone | Likewise with the
book to track official and personal | donations, this too wo,
callsand have to be reimbursec

b. Invoicing of Office employees for a from the social
personal calls made using the Offiq responsibility fund.
phones and mobiles.

2. Included under travelling expenditure were air {
travel allowances relating to the Minissel
amounting to $1,812.

This directly contravenes the CIGFPPM, Part [
15, paragraph 3.2.3, which stipulates that trg 2.
travel related costs should be paid from the |

Ensure that Part D Section 15 o0
CIGFPPM are adhered to by using th
list budget alone, to finance all g
OLQLVWHUYYVY RYHUVHD
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budget. Ministers are also strictly prohibited by
IURP XVLQJ WKH 2IILFHYV E)

Donations of $2,988 was paid by the Office tc
community groups during the year. This is b
CIGFPPM, Part D, Section 15, Paragraph 3.2.]

3. For future compliance with CIGFPPM,
Section 15, 3.2.1 and 3.2.2, the CEO t
with the Finance Officer should ensu
the Office budget is used solely for
related expenditure. Costs relatin
donations or community related work
be sourced from the Social Respor
Fund.

Property, Plan
& Equipment

Medium

Our review of property, plant and equipment (PPE
revealed the following:

1. The PPE register was not updated appropriate
also noted that the depreciation expense
incorrectly calculated in the prior year leadin
incorrect opening accumulated depreciation
Current year depreciation was also oversti
$3,006. An adjustment was raised to corr
misstatement.

The PPE register is an important tool used to enst
PPE currently under the control of the Office hg
accurately captured or recorded in the genera
However, without regular reconciliation of the PP
against the GL, the use of this tool becomes ineffe

We recommend the following:

The Office should ensure that the PPE re
appropriately updated and reviewed for ac
completeness and proper valuation of ass
includes ensuring that depreciation of
calculated correctly.

Once Management is satisfied with the ag
of the PPE register, this should then be
reconciled to the general ledger to ensure
WKLV LQIRUPDWLRQ IORZ
statements.

The office PPE rec
have just been update
the 2016/17 financial \
and should be reflecte
the next audit of the of
books.

Bank
Reconciliation

Low

Wenoted from our review conducted on the bank
reconciliation statementsatltatg outstanding amour
$594 remains unreconciled from prior year. Furthe

investigation revealed that the transaction dated 1

We recommend that outstanding cheques
deposits are followed up to ensure they a
cleared in a timely manner. Unreconciled

items outstanding for more than 3 monthsg

Steps have been take
rectify the situation an
ensure that corrg
entries are reconci
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2014 relates to an opening balance adjustment m;
align it to the closing balance from prior year.

The monthly bank reconciliation is a key internal ¢
surrounding the bank account and use of public m
is therefore imperative that this control is performe
accurately.

be investigated further to ensure that they
valid and not errors/ misstatements.

against the ba
statements.

Accounts
payable

Low

There was no creditor reconciliations performed ¢
period. There was a variance of $648 between P4
the general ledger and subsidiary ledger. This var|
been carried forward from prior years akdsdlQ
cleared. This indicates a weakness in the internag
over the monthly accounts payable reconciliatior
practised and described by management.

We recommend that current imbalances &
cleared and that the subsidiary ledger alw
reconciles to the general ledger. This inc

1. performing monthly reconciliations of
subsidiary accounts to vendor stateme
and control accounts;

2. investigating any variances and correg
these on a timely basis;

3. posting all payments through the subs
ledger and not the general ledger; and

4. retaining all reconciliatas®vidence that
these were prepared and reviewed for
reference.

It is possible this is
entry error and sho
have been checked i
cleared.

Otherwise the mat
would have been pic
up by the supplier
unpaid accounts.
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3 Conclusion

I would like to thank you and your staff for the assistance received duringithe engageme

Yours sincerely

Ak

Allen Parker
Director of Audit
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4  Appendix 1: Status of recommendations made in previous management reports.

Table A: Outstanding Matters

Matter

Recommendation

Outcome and status

Operating Expenditure

Our review of operating expenses revealed the following:

1. Communication expenses totalling $20,915 (average !
month), additionally, costs for the month of May totalle(
which $4,974 related to personal cellular calls from
This is considered significantly excessive, with no form
control to account for official or personal usage/ calls.

2. Travel expenses were used to pay for the Minister's ai
which is not in accordance to the policy.

This directly contravenes the CIGFPPM, Part D, Secti(
Ministerial Office's-Operations, paragraph 3.2.3, which
stipulatesThe appropriation is not intended to cover ovs
travel. Cabinet approves the expenditure that a Minist
incur when travelling overseas and is paid from the Ciy
List OLQLVWHUYV FDQQRW RYHUULG
additional funds from the Office budget.”

We recommend the CEOQO:

1. Formalise and implement written policies and
procedures governing communication
expensesThese policies and procedures shoulg
define and limit legitimate business calls from
calls and should include:

c. The setup and use of a telephone log book
track official and personal phone calls; and
d. Invoicing of Office employees for all persor
made using the Office phones and mobiles

2. Formulates and implements written policies ar
procedures governing travel and entertainmen
expenses. The policies and procedures shoulg
what legitimate travel and entertainment expel
in accordance with Part D Section 15, 3.2 of th
CIGFPPM.

Issue outstanding

Personnel

We identified the following anomalies during our testing of pers
expense:

We recommend that the Chief Executive Officer (

1. Immediately refrains from paying its employee
its operating budget and comply with Part C S

Issue outstanding
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1. A contract worker who resides in Atiu continues to work an + Remuneration, Superannuation and Payro
the Office from operating funds instead of through the | Cook Islands Government Policies and Pra
Government payroll system. Manual (CIGFPPM). To ensure full accounts

2. Opening annual leave balances did not agree to closing ani each personnel payment from Office and
balance in prior year as per annual leave schedule provide personnel related payments to employe

processed through the centralised Governmel
system.

2. Should ensure that opening annual leave bala
correctly rolled-forward from prior period atig
leave taken by employees should be suppc
annual leave forms and should be correctly re
the annual leave listing.

Bank Reconciliation

Additionally, we noted from our review conducted on both| The CEO must review the bank reconciliation to €
reconciliations (hardcopy and datafile), a difference of $5¢

relates to a general journal (GJ) transaction dated back to a. Bank balance per reconciliation agrees
2014, as a balancing entry to align opening bank balance general ledger (or balance sheet);

year audited closing bank balance. To date, this transacti( b. Expected bank balance per reconciliati
been corrected or reconciled. agree to the actual bank statement;

c. Outstanding cheques/ unreconciled iter|
followed up to ensure they are cleared
timely manner. Where cheques/ unreco
items are outstanding for more than 3 n
enquiries should be made as to why the
not been cleared and that appropriate
supporting documentation of enquires
undertaken are readily available for aug
verification.

Issue outstanding

-10-
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Accounts Payable

There was no creditor reconciliations performed during | We recommend that current imbalances are clear

There was a variance of $648 between Payables in the ge| andthat the subsidiary ledger always reconciles tg

and subsidiary ledger. This indicates a weakness in th general ledger. This includes:

controls over the monthly accounts payable reconciliatig

practised and described by management. 1. performing monthly reconciliations of subsidia
accounts to vendor statements and control ac

2. investigating any variances and correcting the
timely basis;

3. posting all payments through the subsidiary le
not the general ledger; and

4. retaining all reconciliatasevidence that these
were prepared and reviewed for audit refereng

Issue outstanding

Table B: Cleared Matters
Matter | Recommendation | Outcome and Status
Bank Reconciliation
The following anomalies were identified during our reviey We recommend the following: Issue cleared

June 2015 bank reconciliation and the datafile:
1. The bank reconciliation preparer and reviewel
1. The bank reconciliation was not signed by the prepar physically sign and date all the bank reconcilig

bythe reviewer. We were therefore unable to determi stipulated under CIGFPPM Part B, Section 6,

person who reviewed the reconciliation was separate Subsection 3.1; and

person who prepared it; 2. The preparer must bring to the attention of CE
2. There was more than one bank reconciliation report g anomalies or issues identified in reconciling th

for30June 2015. The hard copy of the bank account in a timely manner. The CEO must re

reconciliation report on client file did not agree to the bank reconciliation to ensure:

the datafile. This indicates that either: a. Bank balance per reconciliation agrees

1)there is more than one datafile; or general ledger (or balance sheet);

-11-
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2)late adjustments are being posted to the bank acca
the bank reconciliation is done.
Both of which compromise the effectiveness of the ba
reconciliation process.

The monthly bank reconciliation is a key internal control
surrounding the bank account and use of public money.
therefore imperative that this control is performed accura

b. Expected bank balance per reconciliat
agree to the actual bank statement;

Outstanding cheques/ unreconciled items are foll
to ensure they are cleamedtimely manner. Where
cheques/ unreconciled items are outstanding for 1
than 3 months, enquiries should be made as to w
have not been cleared and that appropriate supp(
documentation of enquires undertaken are readily
available for audit verification.

General Journals

All general journals (GJ) posted during the year were not
by adequate supporting documentation. There was also
evidence available to verify that the journals were review
authorised by someone independent of the person who f
the journal.

Lack of supporting documentation for general journals in
the risk and likelihood of material misstatement due to frz
postings or error during the year.

We recommend that the CEO ensures that all get
journals are:

1. Appropriately supported with thenteleva
documentation, attached to a journal lead she
preparer must sign off before having it reviews

2. The CEO or someone independent of the prey
must thoroughly check the journal for accurac
approve it before posting. All general journals
properly filed and referenced, and made availg
audit.

This journal lead sheet should be signed by both

preparer and reviewer for evidence of proper auth

and secondary review.

Supporting documents are fi
separately.

Issue cleared

-12-
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5 Definitions? Review Risk Rating

7KH GHILQLWLRQV XVHG WR UDWH WKH ULVNV RI DXGLW LVVXHVY KDV EHHQ DGRSWHG IURP WKH &

Risk Rating Definition
Hiah Potential for unfavourable or noticeable negative WipaetoRUJDQLVDWLRQTYVY REMHFWLYHYVY LQFRPH HJ
9 ODQDIJHPHQW DWWHQWLRQ LV UHTXLUHG WR HQVXUH WKDW WKH ULVN LV PDQD
. Potential for unfavourable or negative Rfpad/ KH RUJDQLVDWLRQTYY REMHFWLYHVY LQFRPH H[SHQ
Medium . LN -
Management needs to establish controls to address risk identified.
L SRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDBWUORQ@HPMatOEMHFWLYHY LQFRPH
ow . o . " S
Management needs to identify if there is a cost benefit in establishing increased controls.

-13-
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1 Introduction

Wehave comigted the review for the Minister Nichplast Stice for the yearded 30 ure 216 in accodarce wth our alengenents leter daed 01 Agust
2007. Tis repat preserts ou findngs and draws attention to area® tigeMinister Naas Supat Office ("Offiges doing weorwhere we have mad
receonnenditiors for improveant.

The review vperformd are smnarized agllows:

x Wepaformed a review of thancial stateats of the Office, which comprisestateenent ofnfurcialpaosition, statesnt of comghensivencome
statenent of chrges in eqty, statement of aggriaions and stameat of casflowsfor the year endg@une201L6

x Wedacunerted and performed a watkghrof pocesses and internal controls of fibe @fespect of ®dng revenu@asonnel costs, cashbatk,
opeating expelture, property, plant and equipraeeivadbs, ancgayables.

x Weurdertook an examination of tiee P&6mpéirce with kegddation and igdations.

The review wasnchctedin accordrce wih the Inteationd Sardad on Reviewngagemeants (ISRE2400 tErgagenerts to Review Historical Financial
Staterarts. The scope of a review dindngcial stateartsis sukstartially less than the scope oldh@anductedn accodarce wih Interatio nal Standards o
Supremeuilt Instittions SA)wloseoljectivasthe expression of an opiegading thénarcial stamerntsard accordinghyeshdl express no suefinon

Weageed taepatto youary matters which comeuatertion ha you need to be awdre o
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2 Review Findings

The prpose dthis rpatisto presrt the results of thei@ffiréview for th@I6 finarcial ya and of théssues arising out of the revietwibu shdd bemade
aware ofAppendix lprovides a surary of thetaus of prior year issues.

We wud like to take thispwtunity to comendMaagenent on ddessingwto(2)ofthe du (4) issues raisedast yeaf Mangerert repart.

Thefdlowng issues are raised for yourtiatien

Figure 1: Minister Nicholas@ort Office 30 June 2016 -

Over-expenditure analy

BUGGET | ACIUAL | VARANGE

® $ 6]
Personnel 131,829 136,469 | (4,640)
Operating Eepse 52,671 54,757 (2,086)
Depreciation 5,500 4,187 1,313
Gross Apropriation| 190,000 | 195,413 | (5,413)
Other Reanue i 41 41
Net Apropriation 190,000 | 195,372 | (5,372)

This wade to: the high nbenofpersonnd employeduirg
the wa relativéo the sizand hudget of the @fe; high le\}
of professional rdee costs; offsetigstly by lower
expecteddepeciation @enses were the imaeasons ford

deficit position.

Review Risk Levd | Finding Recommendation Office/ Headf Office
Procedures Response

Defidt Medum Thg Of:fsigerert;gg r;)edigig;ggsoas?z;or thdinancialgar | We recmerd thefdlowng: We agee with t
Position endng d ( ($7.280). 1. The Chief Executive @ recannendition given and I

(CEO) dgeher wh the
Firarce Officemanitors dll
expadture on (atedst) &
morthly basis tersure thd
the Office remains with
buwge imts at Atimes.

2. A ependiure isauhaisel
by the CEOr aldegated
auhoties pusuant
Section 39 of the MFEM
19596.

3. The QB and Finane
Officer Isoud pepare ¢
dealed analysis of 4
Office's 'redliW LURdig
requrenerts prior to budg
submissars. Using pni
yea spedng paternsard
planned initiatives, théic®
walld bein a beter positior

monitor  office  spending
remairwitin budye Imts at #
times.
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to improve drstrendten
itsbudgeing process.

Fromou review operating expeltureweobseved the

We recanerd thefdlowng:

Operational | Medum following: We wi emsue tha futur
Expenditure 1. For future corapte with gg;%tllirgs i C%E%tut;
1. Nam-office tated expersestaalling $3,098. This CIGIPRM, Pat D, Section recannended
incuced: 15 3.2.1 and 3.2.2, theX '
a. $1,500 focaering to hoBdmerstonherch togehe wih the Finam{ We wi use the POBOC Sq
group Officer stud ensure th RegorsibilityFund for Binan-
b. $1,598 for pareu materiahfatiu buch the Office Ushet is usg office related erpes
graupunforms. solely for Office rett
expedture Costs refiag
Inaccodarce with the Cook el Governeant to doretiors or conurity]
Firarcial Policies andogedues Mrud related work shdu be
(CIGIPRM),PatD, Sectin 15, 3.2.1Ministerla souced from theScrid
Suppd budyes are to be used &fiice supatand Regporsibility &rd.
na for disctienary puposes. Office quptis
intended to cover thrermd cost afunnng an office
which includes é$itaf, stdoney, connurication
eWF’
3.2.2"The gpropriatiomsna inteded to cove
danaiors. The PAGBC(Paynert on Bhdf of tie
Crownpaid Resprsibility &d is inteded to cove
al danaiors and girts".
As a reduof the bove, the Office wiapreach of th
CIGIPPRV,PatD,Section15 subsection 3.2.
There was a vance of $000 baneen accartspayables inf We recainerd that the Offig -
ég;ﬂs Low thegeneral legler and thewtsidiary l#ge. Thsindicates appopriatly review its listing \r/;:/c?o?r?r;r?chtaic:‘r? Wé]i‘\?gg\./v

that the review of aads payables is not aglete toersure

tha itis comigte and Vaed correctly.

accouts payablego determin

the reason for the $1,

have iénifiad the reasm
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vararce.

Going forward, thdicef fioud
alwaysersue tha the aaouris
payablespe the generaldge
ard wbsidiary ledger recors|
at dl times.

the vaaice ard will
adusments accordingly.

mak
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3 Conclusion

| would like to take this opportunity to thank you and your staff for the kind assistance received during the engagement.

Yours sincerely

At

Allen Parker
Director of Audit
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4  Appendix 1: Statusf recommendatios male in previous managemgeports.

TableA: Outstanding Matte
Mdter Remmnendation Qutcomeand staus |
Ddficit Pcsition

The Office repmda net defiaif ($7,280)fortheperiod between 1 Agnd30
June 28

Figure 1: Mirster Nicholas Support @ice 30June 2015 Ower-
expenditure anaysis

BUDGETS] AC('SJA VAF\&,)ANE
Personnel 28,275 34,879 (6604)
Orerating Expense 41,662 43,761 (20099)
Depreciation 1,378 i 1,378
Grass Appropriation 71,315 78,640 (7325)
Other Revee i 45 45
Net Aopropriation 71,315 78,685 (7.280)

Theinadequa personnel budget, high lefekpensed assets, inapfate ust
of operatinfpndson social responstigitiostspffset slightly by zero deprec
expensewae hemain reasoffisrthe deficit position.

Ovespendinig anindicatoof weak internal controls ovealatpenditarpoo
monitoringf expenditure adodbudgeting.

Section 32 of The Ministrgf Finaneand EcondoManageme(VEM) At
199596 stateshat"Al Head®f Goemment Deptmens shall be respsiple for
ersuingthat there is adequie contol overthe releae of and usef fundsin
accordance with Sectidn 29

Sectior?9 (2) (d) regresHeads of Goemment Deptmens to esuethat al

financial managerndsiigations areefrincludingsound finartimanagemer

Wereconnend hefollowing:
1.

The Finane Managr monitors all expenditomeat
least) a monthlysisto ersure thathe Office remai
within itbudgetimitsat alltimes.

Al expenditures autholised by the Chief Executi
Officerof Parliament or delegateiticgities pirsuan
to SectioB9oftheMFEM At 199596.

The Finance Manager should grepadetaile
analysiof the Office's 'rdiaic funding regrement
priorto budgt subrissons. Usig prior year spend
paternsand planned initiatives Qffice woulteina
better position faprove andtergthenits budgetir
process.

Office still has deficite 2016inancial year.

Issue still outstanding
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systems and internal controls exthtseareopeatdsoastoprovidei)timely
and ratefally acuatefinancial infoation; andi)reasondb assurancesat
thetransactions recorded are withirostataorty and propggrdisclos¢he
useofall public financial resourdemasteedbythede@itmenbnbeh# ofthe
Cown."

Management risto strergthenits inkmal cotrol procedresover all areasf
expenditar The Cook Islands Government Policies and [esidadul
(CIGIPRM) provides guidamn maintaining peofinancial reporting systen
and onprehensive systeaigternal cotmol, which sholdd utilisedythe
Office

Operating Expelitures

Fromour revieofoperating expenditwe olserved the followiisgues:

1. Noneficerelate@xpenses taling $4106. These relatedo:
a. Hireage of heamachineigf $2500 toclean Panama dpm
site.
b. HostingfRuatonga, Avatiu, Paadaimerstonitupa
(RAPPA fundions of $938
c. Mortay donatiorns $868to schools and sgsxlubs.
Inaccordance with CIREM, Part D, Section 13,13"'Ministeria
Supptt budgesare to be useat bffice supponm@not fo
discreticany pumposes. Office suppemtenddto cover the noal
cost of runnimg office which includes stafftmipnery,
cannunicationstc’

3.2.2"'The appmiatioris not itended to cover donatiohg. T

POBDC(Payment on Behalf of the Crown) Social Responsdigity
intenddto cover all donations graahts".

As a resuttftheabove, th®ficewasn breach adhe CIGFPPM, P4

D, Sectiond, subsectionZA.

Wereconnend hefollowing:

2.

More prudency is exercised when spam
expensed assetWhit we acknowledge thsdme
expensed assets wenelpased oudf necessitye Q.
air condition unite longr waking), othemsae no
(e.g.nobor bike).

To esue fuurecampliance ith CIGRPM, Part [
Section 182.1 and32.2,the Chief Exedug Office
should esuethatthe Office budgis used solelpr
Office related expenditQosts relating donationg
orcamnunity relatedak shoultbe sourced dmthe
POBDCSociaResponsibility Fain

Issue still outstanding
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TableB: Cleaed Matters
Mater | Reomnendation | Qutcomeand Stdus
Property, Flant and uipment
Thefollowigissuesvee identididfromour reviewf Property, PlamaEqupmen{PPB): Wereconnend hefollowing:
1. The Office should wmdke a year d| Issue deared
1. Nostock-takefPFE wapeafarmedbytheOfficaatyear end resultiirga breahof ParB stock-take of all PPE. Tlsersue the
Section 2 subsect®id.2ofthe CIGFFAM. existence andampleteness dhe PHE
2. A nunberof PFE identificatiorgwere nissngfromsighted PPE. As a result, it was d registerlt wil also esure carplarce with
toreconcile physical PPE asseladithe PPE register. Part B Section 2 subseditd.2 of the
3. PPE tatharebeentraded-in, trangézlout onolongewakingwere still listeid the PPE CIGIPRV.
register. Theinclude: 2. As per Part B Section 2 sub s&4iy,
a. Moor bike with registratidvXly Othat was traded+o a local &o dealer by all assets eelto be uniquly identifiable
previous Managemamty2Ql1for pichase of a new motor bike. The Office needsremove all diays awl
b. Transfetothefanmer Depty Prime Ministg/ 2 bf twb B) paintings valuat apprpiiately relabel the assagain.
$3,050y prevwusManageentin 2014, These newtags shoulbe clealy identified
c. Two(2)air condition unitsjdgé, LED 20 inch widescreeritorpnictowave et onthePPE regisrandphyicalassets.
assotedPPEBEwveae no lorerwaking. 3. All assetsthat have been trade

transfeed outor are no longemwaking
shoulde removeddmthe PPE registe
PartB Sectiori 0ofthe CIGFPPM outlin
theprogrprocesforremovaif asset.

Operating Expwlitures

Fromour revieof operating expenditwe olserved the following issues: Wereconnend hefollowing:
1. Moe prudencyis exercised wh
1. Inory3 mothsof operatioiné Office spent $114onexpensed assets. Be@nclude spending on expensed asd¥hils Issue deared
thepurchase dfptops, air condition units, a ¢msuite, wior bike, iphoseetc. we acknowleddbat sane &pensed
Givertheshott periodof operatiomalthe limited bustgwvailableo the Office, spending assets wae purchased outof
onexpensed assewas signifind Thiscantributedh parto henetdefcit positioof necessitye(. air condition units
($7.280) longr waking) otherswae not €.
mobr bike).
-10-
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5 Definition?Risk Rating

The definitisused to rate the riskeeviewssues hasbeen adoged from the CooknslsfAudt Officel] Nk crited.

Risk Rating Definition
High Potenil for unfamralde ornoceable rgaive impact on the organisfiijectves, income, expeii, human resourcasd/or repation.
9 Managementtenion is regred to ensure that theisigilanagedh lnewith the org@aion§oljectves.
Medium Potenil for unfamralde orregaive inpact on the orgiaaion§oljectves, income, expenditure, human resources and/or reputation.
Management needs to éskabontrols to addraskidenified.
Low Potenial minor ipect on the orgaaisny dbjectives, income, expenditure, hsmanes athor reputatio
Management needs ¢mify if theris accst benétfin esadishing increadcontrols.

-11-

177



COOK ISLANDS AIUDFACE

Rd: Review Management B,

Chalie Rani, Chef Executive Officer
Distribution List:

Hon Kiriau Tapu,Mnister of Agtiture
Hon Mk Bravn Minister of e
GarttHendeason, Finaml Secretary
Rwssdl Thanas, PSC Commissio
Gedf Saddard, PERE&meason
Heinz Matysik, PER@nler

Joe Caffrey, PERC Mam

Review Manageme nt
Report for 30 Jun e
2016

Minister Turep Xsf[Support Offi ce

Date of Bport: 11September2017




COOK ISLANDS AITDFACE Rd: Review Management B,

TABLEOFCONTENTS
1 L I 02U O PP 3
2 REVIEW FINDINGS ...t ettt ettt e e oo e e e e e e s s s oo e bbb e b bbb b e bttt e e e e e e e e seeee e e e e e e s e e s oo s s a bbb E b e be b e b e et e e e e oo oo e e e e s e s s s bbb bbb e b b e e e e e e e e saaeeeeseeean Ao,
G T O 1N LU ] ] PP L S
4 APPENDIX 1: STAT USOF RECOMMENDATIONS MADE IN PREVIOUSMANAGEMENT REPORTS.......coooiiiiiiiiiiiiiiiinininnnnnnee el
5 DEFINITIO NS £REVIEW RISK RATING ..ottt ettt e et e e e e e e e s s e 4o o s 4o bbb e b e e e s e e et e e e e e e e e s e e e e s e s e s s e s bbb bbb bbb e e e e e aaeaaeeseeeenan 1l




COOK ISLANDS AITDFACE Rd: Review Management B,

1 Introduction

Wehave comigted thaeview for Minister Tur§Suppd Ofice for theeg erded 30 Wre 2016n accodarce wth our arrarggrents letter dated 14August
2017 Thisrepat preserts ou findngs and drawseation to eeaswtlere the Minister TurepBuppd Office ("Suppd®ffice) is dang well onvkere wehave
mace recannenditiors for improvest.

The review vperformd are smnarized agllows:

x We orfirmed crowappopriéion reveue crowmneceivable, crown plg, pasomeland moveais to property, @it and egpmert to gppropriation
MFEM records and sodocementaton

X Wedacunerted and performed a watkwijin of pecessesrd intermal ortrols of the $pat Offican regpect of tradingverue,pasomel costs, cash a
bark, operating gendture, poperty, plarrd eqipmer, receivables, ampdyabés

X We urdetodk an examination of thgp&tOficefddompircewih key legation and gelatiors.

The review wasrdetedin accodarce wih the Intedtiond Sardad on Review Emggmnets (ISRE24® +Ergagenerts to Review Historicalakcial
Staterarts. The scopé areview of tH@ancial statamisis substartiallyless than the scope of adt@orductedn accodance vih Intenational Standardé o

Supreme Wt Instittiors (ISSA) whose objectivis the expression of alniopregadng thdinarcial statmaits and accordinglye shdl express no suc
opnion.

Weageed taepatto youary matters which comeuatertion ha you need to be awdre o
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2 Review Findings

The prpose of this pertisto pesert the results of tBeppat Ofice réview for tHRO16year and of thesues arising out of the revitwtethink managem
shoud bemale aware oAppendixl provides a summary of the status oéarissyes.

We wud like to take thispwtunity to conmend the Bhayenert eam on addressinlfjfave (5) of the issues raised in the prioagsggmanteport. This &
great acievenent for the @pat Office.

The fdlowng issues are raised for yourtiatien

Review Risk Finding Recommendation SupportOfiice/ Head of

Procedures Leve SupportOfice
Response

Property, Pl | Low Our review offgperty, plartrd equipmen{PPE) We recxmrTerd Management ch)osle gtherto

& Equipmat reveded that the trieaent of PPE_and e_xpensedtass< comply wi CIGFFPM PatC, Section 9+ .

(FPD) puchases wend wrsisertly gdiedduing the ga. Expersed asssor IFSAS 17 +PFE. Received & Noted

Forexample wo(2) executivéars weepudhased for
$1,700 anddated as an persed asset. ddrwhile a | lregective of thedicy ba is acdbped, it is
micowaveard shrdde purchased foB® and $45 | es®rtial that thisdicyard treatmrt isappied
repectively weraptalised as PPE. corsistently acrosk@rdases.

Inaccodarce with the Cook melGoverneart Financial
Pdicies Prockres Mrual (CIGFPM, PatC,section 9
HExpersed Assetspaa. 2.13 (fpersed asds are
assaspuchased from operating fundiranaorfdnahg,
or are donated, and the cost (excWAiydpes nd
exceed $3,000reatment of thieaae tansactirs
pusuant tthispdicy wud dictte expensingl& of the
transactiondave.

Alterretively Internationd Ruldic Sector Acaarting
Stanlads (PSA$ 17 tPiopety, fpant ancequpnent
sectiorl3 defines PFE as:3 « aligble items ha:
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(a) Aehddfor usein the podiction or supply gdods ©
sanices, for rerit® ohers, of for administrativexmes;
and

(b) Ae expected to be uskdng more than one
repatingpeiod -~

Pusuamtothis stadard,itwaild be possible to dafise
asPFE dl 3 transadors if the gectdion is that it wik
used for more than one reporting perival€iad frear).
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3 Cadusion

I wauld liketo tke this opportunity hark you and your 8far the kind assistanceivededuring the review.

Youssincery

/’“Ofm &"é\/

Allen Parker
Directoof Audt
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4  Appendix 1: Statusf recommendatios male in previous managemeeports.

Table A: Outstanding Matters

Mater | Reomnendation

| Qutcomeand staus

Nooutstandingaters fomprioryear.

Table B: Cleared Matters

Mater

| Reomnendation |

Qutcomeand Stdus

Bank Recorciliations

Our reviewf bank reconciliationJiore 2015 revealed the follgariomalies:

Bank reconciliation wapr@aedcarectlyorcasistentlCreqesanddepositéhat fadbeen
cleaedthroughthe banwerestll showingsoutstandirmenthe bakreconciliation.
1. Trerewee upresented chequek$® 927and outstanding depadi$dh 931on
bankreconciliation repotaastedfomMYOBaccounting thaase.
2. Theabove outstanding cheques gmesented depositdalaack agarasJuly 204
throghtoJune 205.
3. Thebankstatement fodune 2015 showed dep@siticheques presentediy June
wee rotcleaedasreconciled by the Office.
4. Thecmtracted accaant andthe Chief Exame Officer (QB)failedo ersure tha
cheqgesanddepositerae acuatly cleaedona timely maen

Themonthly bank reconciliation is a key intémialoonndigthe bank accountaiseof pulhic
moneyiltis theefore imgmativethat ths contolis pefformedaccuately.

We reconerd that thebank accau be
reconciled on a monthkishahee should b
signed by the preparer Fineen ard
Administration MaeadFAM) and reviey
(contracted accaoant anébr CED)as evidenc
of prepaion and review process respect
It is impotant to nte that signed ba
reconciliations alah@not provide evideraf
effective review.hd revieve, likewise th
prepaer must esue the following prior
signing &f

1. Bank balance per reconciliation
reconcileo the genatledger.

2. Bank statement balance {ie
reconciliation shoulgreg to the actal
bankstatemen.

3. Bank reconciliatiortedis the endof the
morth

4. Reconciling items (outstanding d
and cheques) avelid ard dearedin a
timely maren

5. The FAM should alscsuenthat nc
changes are made the bank gereral
leder after the reviewof the reconciliatic
is dane ard bring tothe atentionof the
CED anomalies or issues ideniifig

Nosignificant hlereconciliation issug
olseved diingthecurent financial
year review.

Issue deared
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reconcilinghe bank accotiin a timely
maner.
Property, Flant and uipment
Our reviewfpoperty, plant and poquent (PPE) revealedtith We recmnend hefollowing:
Issue deared
1. $2,866vortrofmotilephoeswaspurchased using operating fundisgvilene incaectly 1. Alitems which are cajitabturare
classified asmnunication costarhgtheyear instadof PPE whids more accae.Wehave carectly recognisedREE asper IPSAS
proposed a jourt@tarecttheseentiesintheGerralLedger (GL) howewerrectiorstill needs 17Property, PlantdEqupmer.
tobemade tche PPE register 2. TheFAMshould esure dl expensed
2. TheSuppt Office failed tonextly recordl@xpensedsads totalling $7 prchasedwling assets purchaseadlidgtheyear ae
theyearinthePPE register. adequatg recorded in the PPE registe
3. Threre wasoevidence éttheoffice péorneda full stock takéall fixed astehddbythe stipulateth Part B, &tion 10, pagaph
oficeatyear ed. 3.2,0fthe AGHPRM.
Thisis abreachof Part B Section 2 subsectio28ffite Cook Islands Gavment Financial | 3. The FAMshould uneitake ayear e
Policies arloceduesManual (CI®FM) Theannalstocktake of PPEanimmtant tel far stock-takefallPFE. Thisvil ersure he
theOfficén ensuring existandcampleteness of thelP existenceralcanpletenessthe PPE
4. There washoevidence #ithePPE register was independently reviewed. registeaswellsersuingcanpliance
with Part B Section 2 subsezfior2of
ThePFE Registés aninpotant internal coal usedo ersure that lassets currently under th theCIGPRM. o
contolofthe entity havedmacuratly captuedinthegereralledger anate caonrolleceffectively. | 4. Once a stock-takenartalen, thiswill
provide a B#sforcarecting the FP
register. flePFE registestouldoe
reconciletbtheGerralLadgemna
montly basis btheFAM. Lastlgn
independent reviefthe reconciliation
shouldeunctitalen bythe CED. Thiswil
hdp minimise tHiéelihooaf errors within
thePPE register aGdnenlLedger
existing.
General Journals
Al genealjournks posted uling the yar haveno aithority contratsplace. Lekof controls and Werecannend that the CEGsanesthat dl Finace Managrdiats journaand
suppting doumenationforgereraljoumdsincreases the risk and likelihoataimisstatemen| gereraljoumdsase: exemal consultant reviewSienthe
dueto error or fraudulent pasting smalkizeofthe entity ifwas
1. Appropriately suppdwith the relewa | considexdreasondblevebfcatrol.
dacumentation and téached to a joutna
leadslheet. Issue deared
2. This lead sheet shithe sigred by both
theprepagrand reviewer for eviderice
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prorauhoiisation and secamgreview. |

Non-Cangiancewith MFEM Act $ton 28(4)

Section@4)oftheMFEM Act 195 1®6reqiresdl Ministriesral Government agendesubrit
their financiadtatemensto Government auditoyS0 Semrberofthe subsequent financial year.

Management shostiveto adlere to section
28(4)by placing emphasisthe prepaionof
thefinanciatatemensatyear end.

Should priessional assistance beiredto
canpletehtefinanciatatemertsontime,
Management camiottheMFEM finance
team In he absenagfthis assstance,
Management shathenlook eterndlyfor help
in meeting the reporting deadline.

Issue deared

Operating Expenses

Therevievof Operating Expenditure revealed the following anomalies:

1.

Cannunicatioexpenses tolilng $1@38, included cosfisr 3 molle phoesincorrectlgassifie
ascammunication costs. Also there wasmoffinemal cotiolto account for official espnal
usage/calfsrthe Office;

Fuel costs incedbytheOffice incledfuelcharged ér Office mdvariougprivate vehicles. dib
wee no checkmfarmedto sepaately identifwakrelated dmprivatduel conanption. Tére
was alsooevidence availatieldernine whetr prorauthority was obtained ptioor
chargintp the Office fuel accun

Travel costs incadbytheOffceweaein breahof theCak Islands GemmenEinancial Policig
andPocedwrsManual (CIGRM) Part D Sections 1253 Paynertiswee madéom the
Officdbudgtfortravel expenseftheSeaetay of Agriculter, TeatikiPurea. PursudofPat D
Section 132.5"The apppuationis intenddto cover appred Office related trafegktaff who
are actuby employeit theoffice."

TheOffice has no internal policjgace as guidzaforstaff as to whatpprprate
expenditurerfcannunication, fy¢raveandentetainmenand

Trere wasofornalwritten notice of engagemesu éxternal consultemyovide project
advicetothe Minister. A binding tdrefeercesholdbeagreed tora sigredbybdh patties,
priotoservices

1. Canmplyto approved genmat pdides
and proceges as stipulatedn the
CIGPPRV, in paticular, esuwe that al
paymetsfor the Supp Office &

propdyauthoiised byhe CEO;
clealyinclude fidetils (on e
payment vouchefpaymets being
mack;
suppttedbyvalicandapprpriate
supptting doumenation;

carectly classified and postedhe
system;

bmafideexpensesand

actwalstaff or office relatesbenses
inaccadance with Part Bd®n 5,
3.20ftheCIGIPRM.

Famulates ad implemes witten pdides
and procediresgoverninganmunication
fuel, traveaindentetainment
expenses hHEpdidesandpoadires
should define alirdt legiimate

business related expenses.

3. Alageenertsto enggetheprofessional

Trere were nasignificant issues
identified with regar@tmnunication
FuelandTravel costs this fimtlyear.
Theneadfor irkmalpolicies
surrounding thtgpe of expenditureda
otherdikeenertainment expewvas
also revisited ancedeedunnecessgar
given the existeraf¢che CIGFPM
andthesmaltizeoftheently. Issue
therefoe consieredresolved.

Issue deared
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saviceofa consultant shdbe
formalisedn writinglt shold be retained
ina safe placerfaudit purposesdan
fuure efeerceintheewentof disputes
arising.

-10-
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5 Definitions? ReviewRisk Rating

The definitisused to rate the riskaudt issuesdsbea adomd from the Cook Idefudt Offie§risk criteria.

Risk Rating Definition
High Potenil for unfamralde ormoiceable rgaive impact on the organis§ithjectves, income, expetoi, uman resourcasd/or repation
9 Managementtenion is regred to ensure that theisislanagedh Inewith the org@aion§oljectves.
Medium Potenil for unfasralde orregaive inpact on the orgaaion§oljectves, income, expenditure, human resourcespnottiont
Management needs to distadintrols to addresskidenified.
Low Potenial minor ipect on the orgaaisn{ dbjectives, income, expenditure, hismanas and/or ggaton.

Management needs ¢mify if theris accst benétfin esadishing increadcontrols.

-11-
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COOK ISLANDS AUDIT OFFICE

1 Introduction

We have completed the Agreed Upon Procedures (ABR) foPthe 0 L Q L V W Hdrthe eAresded 3w Junkel A Blin accordance with our arrangemer
letter dated5 October 2016. This report presents our findings and draws attention thar@aswhéie ® L Q L V W H (U0 ceb) X SI@R) Wil o2 Whieile H
we have made recommendations for improvement.

The agreed upon procedures we performed are summarized as follows:

X We confirmed crown appropriation revenue, crown receivable, crown payainld, peverneels to property, plant and equipment to appropriatior
MFEM records and source documentation.

x We documented and performed a walk-through of processsa andtiote of the Officeespect of trading revenue, personnel costs, cash at bank,
operating expenditure, fixed assets, receivables, and payables.

X We undertook an examination ofl thie ©bhipWfance with key legislation and regulations.

The AUP was conducted in accordance with the Standards (APS-1) dadPGtlddbnégyreed upon procedures Engagements promulgatetebgdhe Ch
Accountants Australia and New Zealand (CAANZ). The proceduresl wiel perfaromstitute an audit or a review and, consequently, nonagsyrance
assertions contained in the financial information was expressed. We agreed toyrejaitéts yich come to our attention that you need to be aware of.
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2 Audit Findings

The purpose of this report is to present the results offthe ®&B& | RLyeat lamtl issues arising out of the AUP that you should be made aware of.
Appendix provides a summary of the status of prior year issues. We would like to comfoentkemm@thegwo (2) management issues raised in the prior
year management report.

The following issues are raised for your attention:

Agreed Upon | Risk Level | Finding Recommendation Office/ Head of Office Response
Procedure

Personnel Low From review of personnel int We recommend the following: Firstly, | would like to thank you an
Expenses controls, we discovered the foll team for completing the audit of ou

1. The Office to fully remunerate J¢
Hiro $318 for the unpaid hours
worked.

accounts for the year ending 30
2015.

Following our discussions this m

2. Due care and diligence is exerci| during the exit meeting and notin
ZKHQ UHFRQFLOLGQJfindings highlighted in the
SDV\UROO UHFRANg V | management report for 30 June 20

Although th volved i variances identified to be resolv¢ accept your findings to be correct.

though the amount INvolved IS with MFEM in a timely manner. | oy Office  will comply  with

at$3l8 WKH HIITHFWLY H( .
recommendations and fully remu

personnel controls are in doubt. H . .
e Joseph Hiro $318 for the unpaid
reconciliation oW KH = 2 gdyfo worked. We will further ensure thi

records to ihe Ministry of Fi variances identified will be resolve

Economic  Management  (M# . :
records been done correctly, the MFEM in a timely manner.

would have been identified soone
compensation to Hiro for the u
hours worked would have also

place. In this case, full payment h
to be made as at the date of this r;

issue:

Employee Joseph Hiro who comm
employment with the Office in Apri
was not paid for the first week {
employment.

An adjustment has been propos
account for the unpaid salary.
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3 Conclusion

I would like to thank you and your staff for the assistance received during the audit.

To conclude, the Cook Islands Audit Office is always looking at ways of improving our sepvesaadmotdddback you and your staff may wish to make
Please ensure that you complete and return the client survey quastidheaitenpletion of this audit, this can be accessed by edidkitmvamgt link;
http://www.surveymonkey.com/s/JQ26TL2

Yours sincerely

/&\){m b

Allen Parker
Director of Audit
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4  Appendix 1: Status of recommendations made in previous management reports.
Table A: Cleared Matters
Matter | Recommendation | Outcome and Status

Deficit Position

The Office reported an operating défejt@dfor the year 30 June 2013(&HE18)
for the year 30 June 2014.

Overspending is an indicator of weak internal controls over actual expe
monitoring of expenditure and/or budgeting.

Section 39 (2) of The Office of Finance and Economic Management (MFEN
states thatAll Heads of Government Departments shall be responsible for ¢
there is adequate control over the release of and use of funds in accordan(
29",

We recommend:

X The Finance Division monitors all expenditu
monthly basis to ensure that the Office remains
budget limits at all times.

x  All expenditure is authorised by the Head of
delegated authorities pursuant to Section 39
MFEM Act 1995-

X The Finance Division prepares a detailed analy
OffitH V. UHDOLVWLFY IXQGLQ/
spending patterns as a basis for predicting
expenditure and in consideration of planned in
to strengthen its budget submissions.

All significant purchases should be pre-approved by
Finance Division in concurrence with the Head of O
his delegated authority.

We note théteOffice haaNet
Surplus of2§017n the2QL415
financial year.

Issue cleared.

Property, Plant and Equipment (PPE)

We identified $2,667 worth of expensed assets purchased out of operating
should have been capitalised based on nature of the asset and a estimate
over 12 months.

a. 1xlaptop and monitor amounting to $1,768

b. 1x phone JISAM19300 which cost $899

While the treatment taken by the Office is consistent with the CIGFPPM,
with IPSAS 1#Property, Plant and Equipment

An audit adjustment was proposed to correct this and accepted by the Offi(

All items which are capital in nature and expected t
useful life exceeding 12 months should be recognis
Property, Plant and Equipment as per IPSAS 17 - H
Plant and Equipment

No additional assets noted for the y
Expensed assets and repairs and
maintenance accounts were also
reviewed for any capital items. Non
noted.

Issue cleared.

Table B: Outstanding Matters

Matter

| Recommendation |

Outcome and Status

None
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5 Definitions? Audit Opinion and Risk Rating

The definitions used to rate the risks adf 4MdKHV KDV EHHQ DGRSWHG IURP WKH &RRN ,VODQGV $XGLW 2IILFHYV ULV

Risk Rating Definition
High SRWHQWLDO IRU XQIDYRXUDEOH RU QRWLFHDEOH QHJDWLYH Ld2amifewefi@tioN KH H
9 ODQDJHPHQW DWWHQWLRQ LV UHTXLUHG WR HQVXUH WKDW WKH ULVN LV PDQD
. SRWHQWLDO IRU XQIDYRXUDEOH RU QHJDWLYH LPSDFW RQ WKrepuRatibhD QLV D W LR (
Medium . L <.
Management needs to establish controls to address risk identified.
L SRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDWLRQTY REMHFWLYHV LQFRPH
ow . o . " N
Management needs to identify if there is a cost benefit in establishing increased controls.
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COOK ISLANDS AUDIT OFFICE

1 Introduction

We have completed the Agreed Upon Procedures (AUP) for the Office ofirtiee \Diemmigr Bor the year ended 30 June 2015 in accordance with o
arrangements letter d@€@ctober 2016. This report presents our findings and draws attention tthar€dcertidrhe Deputy Prime Minister ("Office") is
doing well or where we have made recommendations for improvement.

The agreed upon procedures we performed are summarized as follows:

X We confirmed crown appropriation revenue, crown receivable, crown payabié npeveomergisao property, plant and equipment to appropriatior
MFEM records and source documentation.

x We documented and performed a walk-through of processes anttalsterhtdec@fficerespect of trading revenue, personnel costs, cash at bank,
operating expenditure, property, plant and equipment, receivables, and payables.

X We undertook an examination @flthe EdtinfpNance with key legislation and regulations.

The AUP was conducted in accordance with the Standards (APS-1) and&@Gidieim&gré®e upon procedures Engagements promulgateddrnedhe Cha

Accountants Australia and New Zealand (CAANZ). The procedures i petf@onstitute an audit or a review and, consequently, nonagayrance o
assertions contained in the financial information was expressed. We agreed tq neyadie t® whichirome to our attention that you need to be aware of.
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2 Audit Findings
The Offic§ V &8 gement for theRfriancial year did not reveal any significant issues that we think that Managemwan¢ sliolilieas consistent
with prior yefiidanagement report where no issues were identified.

We would therefore like to commend Management on the greatteffarigriheayood performance from prior year. This is an excellent achieeement, refle
of the strong internal controls present within the Office.

200
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3 Conclusion

| would like to take this opportunity to thank you and your staff for the kindiaedistaricg teeeengagement

Yours sincerely

Allen Parker
Director of Audit
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4  Appendix 1: Status of recommendations made in previous management reports.

Table A: Outstanding Matters

Matter | Recommendation | Outcome and Status

There were no signifiga® X W V W D Qrédeid tirepidéiydatmafiagement report.
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5 Definitions? Audit Risk Rating

The definitions used to rate the risks of audit issuesh@&ReefWWHG IURP WKH &RRN ,VODQGV $XGLW 2IILFHYV ULVN FULWHUI

Risk Rating Definition
High SRWHQWLDO IRU XQIDYRXUDEOH RU QRWLFHDEOH QHJDWLYH Ld3&nfeivvedri@ion) KH R
9 Manageme® WWHQWLRQ LV UHTXLUHG WR HQVXUH WKDW WKH ULVN LV PDQDJHG LQ
. SRWHQWLDO IRU XQIDYRXUDEOH RU QHIJDWLYH LPSDFW RQ WKeépuratibdD QLVDWLR (
Medium . L <.
Management needs to establish controls to address risk identified.
L SRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDWLRQYTY REMHFWLYHV LQFRPH
ow . o : " S
Management needs to identify if there is a cost benefit in establishing increased controls.
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Agreed Upon Procedures (AUP)
Management Report
for 30 June 2015

The Office of the Leader of the Opposition

Edward Drollet, Chief Executive Officer
Distribution List:

Honourable Teina Bishepder of the Opposition
Honourable Mark Brown, Minister of Finance and Audit
Garth Henderson, Financial Secretary

Russell Thomas, PSC Commissioner

Geoff Stoddard, PERC Chairman

Heinz Matysik, PERC Member

Joe Caffrey, PERC Member

Date of Repart0 May016
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1 Introduction

We have completed the Agreed Upon Procedures Ofide)dbthe Leader of the Oppositfon the year ended 30 June 2015 in accordance with our
arrangements letter dated 7 April ZD1i6 report presents our findings and draws attention to are&¥fiwhesettieeLeader of the Oppositi@upport
Office") is doing well or where we have made recommendations for improvement.

The agreed upon procedures we performed are summarized as follows:

x We confirmed crown appropriation revenue, crown receivable, crown payainld, peveoneels to property, plant and equipment to appropriatior
MFEM records and source documentation.

x Wedocumented and performed a walk-through of processes androitefiéSapport Office in respect of trading revenue, personnel costs, cash
bank, operating expenditure, fixed assets, recandualgables.

X We undesbkan examination of the Support PfficERPSOLDQFH ZLWK NH\ OHJLVODWLRQ DQG UHJXODWLRQ®
The AUP was conducted in accordance with the Standards (APS-1) and GljdefiAesdadP Goon procedures Engagements promulgated by thet New Zeal

Institute of Chartered Accountants. The procedures we performed did not constitetdeam andjtomnaequently, no assurance on any assertions containe
in the financial information was expressed. We agreed to report to you any mattersvditentcamibad you need to be aware of.
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Ref: AUP management report

2 AUPFindings

It should be noted that a change in the appointment of tieadereithe Opposition, came into effect on 23 March 2 6redlds®to the formation of
the Democratic and One Cook Islands coalition party, which saw Hon Teina Bishop, replace Hon Wiilkaty ldkatieel lasatther of Opposition to lead the

coalition party.

The AUP of the period ending 30 June 2015 was condestdtaistae change of Leader of Opposition following thé @ ctuaiitiero The period covered

by this AUP relate to the period that the former Leader (Hon William Heather) wathee€fbosiofaHe Leader of Opposition.

The purpose of this report is to present the resulifioé thiethe Leader of the OpposifidtUP for the 2015 financial years and of the issues arising out of th

AUP that we think management should be made aware of. The following iskuweareattaatdn:

& Equipment
(PPE) Register

the following anomalies:

1. A number of assets valued at
$7,717, were recorded as
uD G G LW PREY&tdr Q
rather than specifically itemise
computers, laptops, mobile ph
printer, etc. These additions re
to assets purchased during the
2014 financial year using oper
funds. This issue has since be
rectified by the office, with the
assistance of audit prior to this
report.

Officer (CEO) ensure the following:

1.

Agreed Upon Risk Level | Finding Recommendation Office/CEO Response
Procedure
Property, Plant Medium Our review of the PPE register re\y We recommend the Chief Executivg

Refrain from grouping assets un
oneline items and totals. All ass
should be itemised on the PPE
register and uniquely
identifiable. This can be achieve
using control numbers as stipulg
in the Cook Island Government
Financial Policy and Procedure
Manual (CIGFPPM)) Part B, Sec
2. Additionally, management sh
ensure all audit proposed
adjustments relating to fixed ass
as capital in nature niestorrectly
reflected in the amended PPE
register and aligned to amended
general ledger (GL).

1. The concern on the grouping of

under one line has been noted
was a result of the last audit in
financial year whereby a lump
was provided by audit to corre
accounts without the breakdown
assets individually. This inform
was only made available durin
current audit and accordingly the
or FAR as at 30 June 2015 has
adjusted as noted.
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2. There were assets identified in

expensed assets listing which
obsolete and no longer operati
Appropriate action is required
management to write these as
off and update the PPE registe
accordingly.

2. Should identify all obsolete and
assets no longer in use and hav
them written off in accordance w
Part B, Section 10 of the CIGFP

3. Monthly reconciliations of the PF
register to the GL are performed
that these reconciliations are su
to a secondary review and shou
signed and dated as evidence b
those responsible

2. The obsolete and assets no lon

. Noted the request for mot

use are identified and will be writ
as required.

reconciliations of the PPE regis
the GL, however given the size
Office, 6 months reconciliatior
December and June are carrie
with our external consultant deif
secondary review. This meetg
MFEM requirements to submit
Asset Register as part of the m
variance financial reports

December and June. Noted

accepted that the reconcilia
should be signed and dated.

Operating
Expenses

Medium

Our review over the operating exp
account revealed the following
anomalies:

1. The Support Office incurred trg
costs for the former Leader of
Opposition, Hon. Wilkie
Rasmussen. This is in breach
Cook Islands Government Fing
Policies and Procedures Manu
(CIGFPPM), Part D Sections 1
paragraph 3.2.3.

We recommend the@=nsure the
following:

x Comply with CIGFPPM, Part D,
Section 15Ministerial Office's-
Operationgaragraph 3.2.3, whic
stipulatesiThe appropriation is n¢
intended to cover overseas
travel._Cabinet approves the
expenditure that a Minister may
when travelling overseas and th
paid from the Civil LMtnisters

. This outer island travel to Aitutal

for the former Leader of the

Opposition, Hon Wilkie Rasmts
attend the funeral of the late Kef
loane.

Recommendation is noted.
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There asno formal written noti
of engagement for an external
consultant to provide political
advice to the Lead®binding
term of reference should be ag
toand signed by both parties, [
to services performed and
payments made.

Any deviation from the CIGFPPM m
have the written authorisation a
approval of the Financial Secretary,

cannotRYHUULGH &DE
anduse additional funds from the
Office Support budgét

All legal documentation pertainir
binding agreements and
engagements for professional
services rendered should be ret
in a safe place for future referen
the case of any subsequent disg
and for audit purposes.

2. The external consultant was eng

by Hon William Heather, Leader
the Opposition based on a verbg
agreement between the two parf
The engagement was for the ex|
consultant to provide political ad
to the Leader on a weekly basis
Recommendation is noted.

Personnel
Expense

Medium

We found the following anomalies
testing of personnel expenditure

1.

Personnel files were not maint
and updated for staff employec
the Support Office. We could n
obtain an appointment letter or
salary advice notice to support
payroll rate for employees.

The Support Office employed :
worker to perform general offic
duties on a part time basis, wit
a formal notice of employment

The Chief Executive Officer (CEO)
with the Finance Manager should e

x Personnel files should be mainta

employment contract. Addition

andupdated for all employees ar
should have sufficient supportin
documents to ascertain employe
remuneration, annual leave
entitlements, date of commence
any remuneration adjustments,
other benefits and retained for f
references and audit purposes.

That all employees (and part-tin

. The personnel files containing

alike) have binding and valid

contracts and appointment ¢
were kept under lockhhK H / H
office due to confidentialitse
files were found missing durin
audit process and may have
misplaced during the hand
process between Leadehstil we
locate the missing files, we will a
to collect the supporting docur
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wage payments were paid thrg
the operating expenditure, rath
than through the payroll systen
submitting the relevant timeshg
to MFEM.

contracts of employment or notic
appointment to ensure payment
made have been appropriately
authorized and in accordance to
signed legitimate contracts and/
notice of employment.

x That all personnel related paymq
to employees be processed thrg
the centralised Government pay
system via NMand not through
the operating expenditure. As
required by Part D, Sedtton
Ministerial Office's-Operations
paragraphs 3.5.1 and 3.5.2 of th
CIGFPPM.

from the MFEM payroll division
the contracts from the staff copy,

Each permanent staff of the offig
a copy of their signed three
contracts from 2012-20hese ca
verify the payroll rates and
available for viewing.

2. The part time worker was employ
the former Leader of the Opposit
an administrative assistant.

3. Noted and will make the rel¢
changes for future part time work
be issued with an employment
and placed on the MFEM ps¢
system.

Bank
Reconciliation

Medium

Bank reconciliation were not signe
dated by preparer, also there was
evidence of an independent reviey
the reconciliatioThis is a breach
of Part B, Section Bank
Reconciliatiari the CIGFPPM.

We recommend that the CEO ensu
that all monthly bank reconciliations
prepared and that these reconciliati
are subject to a secondary review a
should be signed and dated as evid
by those responsible, in accordancg
Part B, Section 6, paragraph 3.1 of
CIGFPPM.

Bank reconciliations are done on a
monthly basis and forms part of the
monthly LOP Variance Report subn
to MFEM. The Variance Reports ar
signed by the CEO and Finance Ofj
was assumed that the signatures c(
the Variance Report which includes
bank reconciliation and MFEM have
raised any concerns on it.

Recommendation is noted and any|
bank reconciliation will be signed b
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the preparer and an independent
who will review the reconciliation.

Accounts
Receivables

Low

Our review of receivables reveale
doubtful debts of $1,630 were pro
for in the previous year. No furthe
action has been taken to retoser
debt or requesting approval from t
Financial Secretary to have them

written off.

We recommend the CEO gets appr
from the Financial Secretary, as un
Part D, Section 1Bad Debts/Provisiq
for doubtful delatsthe CIGFPRPtd
have all historical doubtful debts wr
off as bad debts.

The CEO will undertake to seek ap
from the Financial Secretary to writg
the historical debt as bad debt.
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3 Conclusion

| would like to thank you and your staff for the assistance received during the AUP

To conclude, the Cook Islands Audit Office is always looking at ways of improving our sepvesasacdmotdddback you and your staff may wish to make
Please ensure that you complete the client survey questionhaireoopgmetion of this AUP, this can be accessed by clicking onta thek followi
https://www.surveymonkey.com/s/JQ36TL2

Yours sincerely

Allen Parker
Director of Audit
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4  Definitions2 AUPRIisk Rating

The definitions used to rate the risks 6f WMIKHV KDV EHHQ DGRSWHG IURP WKH &RRN ,VODQGV $XGLW 2IILFHfV ULV

Risk Rating Definition
Hiah Potential foKQIDYRXUDEOH RU QRWLFHDEOH QHJDWLYH LPSDFW RQ WKH RUatibQLVDW
9 ODQDJHPHQW DWWHQWLRQ LV UHTXLUHG WR HQVXUH WKDW WKH ULVN LV PDQD
. SRWHQWLDO IRU XQIDYRXUDEOH RU QHJDWLYH LPSDFW RQ WKeépuratibdD QLVDWLR(
Medium . o <.
Management needs to establish controls to address risk identified.
L SRWHQWLDO PLQRU L PBjé&tis, Rcameé/, Kxperditudd) undhDesduire3 and/or reputation.
ow . o : . ST
Management needs to identify if there is a cost benefit in establishing increased controls.

-10-
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Agreed Upon Procedures (AUP)
Management Report
for 30 June 2015

OLQLVWHU %URZQYV 6XSSRUW 2IILFH

Nooroa RdaChief Executive Officer
Distribution List:

Honourable Mark Brown, Minister for the Support Office
Garth Henderson, Financial Secretary

Russell Thomas, PSC Commissioner

Geoff Stoddart, PERC Chairman

Heinz Matysik, PERC Member

Joe Caffrey, PERC Member

Date of Reparl7 October 2016

214



COOK ISLANDS AUDIT OFFICE

TABLE OF CONTENTS

1 LN I 15 10 L I T PR B
2 AUDIT FINDINGS .ottt e e e e e e e e e e s s e s s s bbb bbb e e b e e s e e et e e e e e e e e e e e e e e e s e e 4o e s s bbb bbb b e b b e s e e e ee s e e aaeaeeeeeeesssssssssssssnnnnnnnsbssnnsnsssnnnensessess Dannnnnssssssnnnnnnns
3 LT ][ 101 [ ] PP B
4  APPENDIX 1: STATUS OF RECOMMENDATIONS MADE IN PREVIOUS MANAGEMENT REPORTS. ...t e e s

5 DEFINITIONS  HRISK RATING ..ottt ittt ettt et et e e e e e e e e 4o e 44 e s e e E e bt e e s e ee e ettt et e et e e e e e e a4 e e 44444 a e bbb e R e e R e e e e e s et e et e et e e e e e e e eeeeenesna s s sennn e rnnneeneee s Qs

215



COOK ISLANDS AUDIT OFFICE

1 Introduction

We have completed the Agreed Upon Procedures QAURLIMW HU % U R Zf@ the yeat SrisiedlBO\VJudé IA0E3HN accordance with oenégrangem
letter dated 20 September 2016. This report presents our findingdearidraveseas whéreQLVWH U % U R Z'Qffise"biXd® B dgrveNor dvhekeF H
we have made recommendations for improvement.

The agreed upon procedures we performed are summarized as follows:

x Weconfirmed crown appropriation revenue, crown receivable, crown payable npmreoreregsaadroperty, plant and equipment to appropriation
MFEM records and source documentation.

x Wedocumented and performed a walk-through of processes and inteflaé cofficelsn respect of trading revenue, personnel costs, cash at bank,
operating expenditure, property, plant and equipment, receivables, and payables.

X We undesbkan examination of the Offde FRPSOLDQFH ZLWK tiNid\ OHJLVODWLRQ DQG UHJXOD

The AUP was conducted in accordance with the Standards (APS-1) and Gljdefidesda& Goon procedures Engagements promulgated by the Chartere

Accounts Australia and New Zealand (CAANZ). The procedures we perfoonsidutikdamoaudit or a review and, consequently, no assurance on any
assertions contained in the financial information was expressed. We agreed toyrejaitéts yich come to our attention that you need to be aware of.
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2 Audit Findings

The purpose of this report is to present the results offtihe GBi& 2R y&¥éikaHd of the issues arising out of the AUP that yomatiead e of. In
Appendix Provides summary of the status of prior year issues is also provided. We akeutbisilkegpfmottunity to commend Management for addressing
three (3) of the four (4) prior year management issues.

The following issues were identified in this current financial year audit and areymisadtémtior:

Agreed gon | Risk Leve| Finding Recommendation Office/ Head of Office
Procedure Response

Deficit High Ihe C;fgcgohepqrteddaf.nit Qei(h&Z)BSé}}or the ye@O We recommend the followin Management agrees with
Position une 2013ollowing deficiis In the previous years: 1. The Finance Manay finding and will aim to imp

¥, 30 June 20145,808)
¥ 30 June 201%5,053)

Figure 1: Minister Brown Support Office 30 June 2015 - Ove

expenditure analysis

The increase in personnel and depreciation expenses
were the main reasons for the deficit position. This isoif]
ODQDJHPHQWIYVY QHHG WR EHWWH
compared to budget and strengthen its overall intern
process over expenses

monitors all expenditure
monthly basis to ensure
the Office remains withi
budget limits at all times
2. All expenditure is author
by the Chief Execut

BUDGET ACTUAL | VARIANCE . .
2015 $) $) $) Officer or  delegat although an earlier request
authorities  pursuant | been submitted in 2011.
Personnel 186,455 194,583 8,128 Section 39 of the MEEM
Operating Expens| 81,613 77,971 3,642 199596.
Depreciation 6,802 | 14,670 (7,868 || 3. The Finance Mana
Gross should prepare a deta
Appropriation 274,870| 287,224 | (12,35% analysis of the Offig
UHDOLVWLEFY
Other Revenue - - ; requirements using p
Net Appropriation | 274,870 287,224 (12,354 year spending patterns

basis for predicting fui
expenditure and
consideration of plan
initiatives, to strengther
budget submissions.

and monitor expenses
recommended. However,
depreciation deficit was be
control due to the transfe
asset motor vehicle in the
quarter of this financial

_4-
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Section 39 (2) of The Ministry of Finance and E
Management (MFEM) Act 1995-96 statddl tHatds ¢
Government Departments shall be responsible for
that there is adequate control over the release of g
funds in accordance with Section 29".

Section 29 (2)(d) requires Heads of Gov
Departments to ensure that all financial man
obligations are met inclutdognd financial manager
systems and internal controls exist and these are of
as to provide: (i) timely and materially accurate
information; and (ii) reasonable assurances t
transactions recorded are within statutory authg
properly disclose the use of all public financial r
administered by the department on behalf of the Crg

Staff Bonus
Payments

Medium

The Office paid out $3,567 worth of performance b
the year. However, we noted that there were

appraisals performed prior to the payment of the
Also the total bonus payments exceeded the n
allowable payout of 1% of total personnel appropriat
year or in this case $1,865.

In accordance with Part C, section 10A, paragraph
Cook Islands Government Financial Policies and P
Manual (CIGFPPM}HDGV Rl OLQLVWU
required to conduct comprehensive performance ap
all staff before determining whether to award per
bonus paymewit’

Paragraph 6.3 then states3iBatSUR YLV LR Q H
personnel appropriation of a Ministry (or Office)
allocated specifically for performance bonus paymel

ILQDQFLDO \HDU"

In order to avoid future
breaches of the CIGFPPM,
performance appraisals sha
beperformed prior to award
bonusedt should also be
noted that the maximum
allowable payout for bonus
purposes is only 1% of total
personnel appropriation for
year.

Management will adhere
recommendations by Audit,
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3 Conclusion

| would like to take this opportunity to thank you and your staff for the kirckassisianog the engagement

To conclude, the Cook Islands Audit Office is always looking at ways ofserproriagdowould appreciate any feedback you and your stadf may wish t
make. Please ensure that you complete and return the client sumedéne quoestithe completion of this audittRefénvww.surveymonkey.com/s/JQ36TL2

Yours sincerely

Allen Parker
Director of Audit
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4  Appendix 1:

Status of recommendations made in previous management reports.

Table A: Cleared Matters

Matter

Recommendation

Outcome and Status

Property, Plant and Equipment (PPE)

We identified $3,647 worth of expensed assets purchased out of operatin
which should have been capitalised based on the nature of the asset and
useful life of over 12 months. This is in accordance with International Pub
Accounting Standards (IPSASPtaperty, Plant and Equipment (PPE). This
subsequently corrected via an audit adjustment.

We also identified an unrecorded motor vehicle purchased in late 2010 by
Islands Investment Corporation (CIIC) and given to the Office for daily us
QR UHFRUG RI WKLY DVVHW LQ WKH 2IILFHT
transferring ownership and title from CIIC to the Office.

All items which are capital in nature and expected
useful life exceeding 12 months should be recoq
PPE as per IPSAS 17.

The Office should arrange with CIIC to formally tra
ownership and title of the vehicle across to them. P
since the Office has used the vehicle for most of its
useful life.

All future transfers of PPE should be done in accorq
Part B Section 12A of the CIGFPPM.

In the current 2015 financial ye
$2,995 motor bike was purchased
operating funds. However unlike th
year, the purchase was corr
capitalised as the vehicle had
expected useful life greater than a \
accordance with IPSAS 17.

Issue cleared.

Cash at Bank

There was no evidence of monthly reconciliations prepared or reviewed f
account held. This is a breach of Part B Section 6 subsection 3.1 of the G

The bank account should be reconciled on a mont
This should be signed by the preparer and rev
evidence of preparation and review.

Bank reconciliations are prepared
monthly basis.

Issue cleared

Operating Expenditures

There was no evidence of checks being done to ensure goods or service
were agreed to invoices

The Finance Manager should initial the invoice ¢
that all goods invoiced were physically receiy
confirming that services were actually performed.

There were evidences of ch
performed on invoices reviewed
further issues were observed i
current 2015 financial year.

Issue cleared.
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Table B: Outstanding Matters

Matter | Recommendation | Outcome and Status

Deficit Position

The Office reported an operating deficit of ($5,053) for the year 30 June 2013, 7KH 2IILFHYV GHSUHFLDW L| Office still has a deficit position for
the year 30 June 2014. financial year will need to be increased by $¢ 2015 financial year.

account for the inclusion of the motor vehiclg
The deficit was due to the inclusion of the above motor vehicle, resulting in an a Issue still outstanding.
in depreciation which was not budgeted for by the Office
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5 Definitions?Risk Rating

7KH GHILQLWLRQV XVHG WR UDWH WKH ULVNV RI DXGLW LVVXHVY KDV EHHQ DGRSWHG IURP WKH &

Risk Rating Definition
High SRWHQWLDO IRU XQIDYRXUDEOH RU QRWLFHDEOH QHJDWLYH Ld2amifewefi@tioN KH H
9 Management attention is required to ensure that the risk is managed iR lthd BIQthe DWLRQTY REMHFWLYHV
. SRWHQWLDO IRU XQIDYRXUDEOH RU QHJDWLYH LPSDFW RQ WKeépuratibdD QLVDWLR(
Medium . L <.
Management needs to establish controls to address risk identified.
L SRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDWLRQTY REMHFWLYHV LQFRPH
ow : o . " S
Management needs to identify if there is a cost benefit in establishing increased controls.
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Agreed Upon Procedures (AUP)
Management Report
for 30 June 2015

Minist er Glassie Support Office

Man Unujdahief Executive Officer
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Russell Thomas, PSC Commissioner

Geoff Stoddart, PERC Chairperson

Heinz Matysik, PERC Member

Joe Caffrey, PERC Member

Date of Repark5 Januarg0l
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1 Introduction

We have completed the Agreed Upon Procedures (AUP) for Minispgo@Gl@stme Sor the year ended 30 June 2015 in accordance gimeuntsaleier
datedl9 September 2Q16This report presents our findings and draws attention to areas where the Minster Gt Spprt Office™) is doing well or
where we have made recommendations for improvement.

The agreed upon procedures we performed are summarized as follows:

x We confirmed crown appropriation revenue, crown receivable, crown payaiold, peveoneels to property, plant and equipment to appropriatior
Ministry Financial & Economic Management (MFEM) records and source documentation.

x Wedocumented and performed a walk-through of processes androitefitlaé mpport Office in respect of trading revenue, personnel tosts, cash
bank, operating expenditure, property, plant and equipment, recpadibdss.and
X We undesbkan examination of the Support PfficERPSOLDQFH ZLWK NH\ OHJLVODWLRQ DQG UHJXODWLRQ®

The AUP was conducted in accordance with the Standards (APS-1) gadPGtljdbnégyreed upon procedures Engagements promulgatetebgdhe Ch

Accountants Australia and New Zealand. The procedures we perfornsdutiédamotiadit or a review and, consequently, no assurance on any asserti
contained in the financial information was expressed. We agreed to mgpuosettergouéch come to our attention that you need to be aware of.
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2 AUPFindings

We would like to encourage Support Office management to address prior year iisgues yantifrethagement reports, for the period under review; all
issues raised in prior years remain unresolved. This reflects poorly on management ahdonasgihiéqaotendgel YH LPSDFW RQ WKH 6XSS
to achieve its objectivggpendix Jrovides a summary of the status of prior year issues.

The purpose of this report is to present the results of the Suppor$®f8cée RU W KH
should be made aware of

\HDU DQG RI WKH LVVXHYPBIQW LQJ

The following issues are raised for your attention:

Agreed Upon | Risk Finding Recommendation Support Office/Head ¢

Procedure Level Support Office
Response

Personnel High We identified the fo_IIowing anomalies during our t¢ We re(.:ommend that the Chief Executive

personnel expense: (CEO):

1. A contract worker who resides in Atiu continue| 1. Immediately  refrains  from  payi ;) comply and have
and is paid by the Support Office from operati employees through its operating budd s5id staff transferred
instead of through the centralized Governmer comply with Part C Section Z{ine payroll system.
system. Remuneration, Superannuation and Pg¢

2. Employee boresof$2,132 were paid from oper; the Cook Islands Government Polici¢
funds rather than through the Government cen Procedures Manual (CIGFPPM). To
payroll system. Additionally, there were no sup full accountability for each personnel p
documents such as performance reviews or af from Support Office and that all per
assessments undertaken to justify payments n| related payments to employees be pro

3. Misclassification of personnel costs of $500 to through the centralised Government
professional services paid from operating fund; system.

4. Opening annual leave balances did not agree { 2. Should ensure that opening annual| Likewise,  will |
closing annual leaves balance in prior year as balances are correctly rolled-forwarq addessed with a mont
annual leave schedule provided by client. prior period and that all leave takq recording established
We have proposed adjusting journals to correc employees should be supported by
found in points 2 & 3 above.
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leave forms and should be correctly re
in the annual leave listing.

Operating
Expenditure

Medium

Our review of operating expenses revealed the fol

1.

Communication expenses totalling $20,915 |
$1,743 per month), additionally, costs for the |
May totalled $5,562 of which $4,974 related to
cellular calls from overseas. Thisis con
significantly excessive, with no form of internal
account for official or personal usage/ calls.
Professional service expeafebl,000 was n
supported with an invoice. Aswealere not able
substantiate if this experasshona fide.

Travel expenses were used to pay for the Mini|
airfare which is not in accordance to the policy
This directly contravenes the CIGFPPM, Part [
Section 15 - Ministerial Office's-Opeiagsaph
3.2.3, which stipulatd$ie appropriation is not
intended to cover overseas travel. Cabinet apj
the expenditure that a Minister may incur wher
travelling overseas and is paid from the Civil
Listt OLQLVWHUVY FDQQRWVA and
use additional funds from the Office budget."
$817 worth of donations were paid, the !
Office lacks a policy that governs disbursen
donations, which also contravenes the CIGFP
D, Section 15, Paragraph 3.2.1 & 3.2.2 which s

3.2.1 "Ministerial Support budgets are to
for office support and not for discrei
purposes. Office support is intended to cf

normal cost of running an office which i

We recommend the CEO:

1. Formalise and implement written polic
procedures governing communication
expensesThese policies and procedure
should define and limit legitimate busir
calls from personal calls and should in
a.

2. Complies with the approved CIGFP
ensuring that all payments are:

a.
b.

The setup andausf a telephone log
book to track official and personal |
callsand

Invoicing of Office employees for a
personal calls made using the Offig
phones and mobiles.

properly authorised by the CEO;
clearly include full details (on the
payment voucher) of payments bei
made;

supported by valid and appropriate|
supporting documentation;
correctly classified and posted into
system;

bona fide expenses; and

actual staff or office related expeng
accordance with Part D Section 15
ofthe CIGFPPM.

Will apply

Noted, and steps
been started to overcq
this anomaly.
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staffing, stationery, communicatowsF “ | 3.
that

Formulates and implements written po
and procedures governing travel and
entertainment expenses. The policies
procedures should define what legitim
travel and entertainment expenses are
accordance with Part D Section 15, 3.
ofthe CIGFPPM.

3.2.2" The appropriation is not intended |
donations. The POBOC "Social Respo
Fund" is intended to cover all donatiol
grants."

Obtain written authorisation and

approval from the Financial Secretary
disbursements that do not qualify as "1
costs of running an office".

5. Any deviation from the CIGFPPM must have tl 4.
authorisation and approval of the Financial Se(

The following anomalies were identified during oul
of the 30 June 2015 bank reconciliation and the d;

Bank We recommend the following:

Reconciliation

Medium

Noted and will take st
to ensure compliance
all matters raised.

1. The bank reconciliation preparer and
reviewer must physically sign and date
the bank reconciliations as stipulated

1. The bank reconciliation was not signed by the
but only by the reviewer. We were therefore ur|

. There was more than one bank reconciliation 1

. Additionally, we noted from our review conduc

determine if the person who reviewed the reco
was separate from the person who prepared it

generated f80June 2015. The hard copy of thi
bank reconciliation report on client file did not 4
the one in the datafile. This indicates that eithe
1)there is more than one datafile; or

2) late adjustments are being posted to the bar|
account after the bank reconciliation is done.
Both of which compromise the effectiveness of
bank reconciliation process.

both bank reconciliations (hardcopy and datafil
difference of $594 which relates to a general |
(GJ) transaction dated back to 1 July 2014, as

CIGFPPM Part B, Section 6, Subsecti
and

The preparer must bring to the attentig
CEO anomalies or issues identified in
reconciling the bank account in a time
manner. The CEO must review the ba
reconciliation to ensure:

a. Bank balance per reconciliation
agrees to the general ledger (of
balance sheet);

b. Expected bank balance per
reconciliation agree to the actug
bank statement;

c. Outstanding cheques/ unrecong
items are followed up to ensure|

Noted
adhered to.

and will

-6-
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balancing entry to align opening bank balance
year audited closing bank balance. To date, th
transaction have not been corrected or reconci

The monthly bank reconciliation is a key internal ¢
surrounding the bank account and use of public m
Is therefore imperative that this control is performe
accurately.

are cleareidh a timely manner.

Where cheques/ unreconciled
items are outstanding for more
than 3 months, enquiries shoulg
made as to why they have not k
cleared and that appropriate
supporting documentation of
enquires undertaken are readily
available for audit verification.

Property, Plan
& Equipmen
(PPE)

Medium

Our review of property, plant and equipment (PPE
register revealed the following anomalies:

1. The PPE register proviggtie Support Office
was incomplete and inaccurate. There were al;
variances found between the PPE register and
general ledger (GL);

2. Noevidence that the periodic reconcifdtierP PE
register to the GL was performed by the Suppq
Office.

3. Norecord of expensed assets of $2,384 purchz
during the year in the PPE register.

The PPE register is an important internal control u
ensure that &FE currently under the control of the
Support Office have been accurately captured in t
general ledger and are controlled effectively. How
without regular reconciliations against financial rec
internal control is not effective.

We recommend the following:

1.

The Support Office should undertake &
annual stock-take of all its PPE. This v
ensure the accuracy and completenes
the PPE register as well as ensuring tf
compliance with Part B Section 2 subsg
3.10.2 of the CIGFPPM.
The PPE register should be reconcileg
GL on a monthly basis and the CEO s
review and address any variances fou
Any obsolete, damaged, or disposed &
need to be removed from the PPE reg
adherencm Part B Section 10 of the
CIGFPPM.

All expensed assets purchased during
year are adequately recorded in the P
register as stipulated in Part B, Sectiol
paragraph 3.2, of the CIGFPPM.

Noted and will take st
to have this sorted.

General
Journal

Medium

All general journals (GJ) posted during the year wj
supported by adequate supporting documentation
was also no evidence available to verify that the jd

We recommend that the CEO ensures tha
general journals are: '
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were reviewed and authorised by someone indep¢
the person who prepared the journal.

Lack of supporting documentation for general jour
increases the risk and likelihood of material misstg
due to fraudulent postings or error during the year

1.

Appropriately supported with the relev
documentation, attached to a journal I
sheet the preparer must sign off beforg
having it reviewed; and

The CEO or someone independent of
preparer must thoroughly check the jo
for accuracy and approve it before pos
All general journals must be properly f
and referenced, and made available fg
audit.

This journal lead sheet should be sign
both the preparer and reviewer for evi(
of proper authorisation and secondary
review.

Duly noted and will t
steps to have this sort

Accounts
payable

Low

There was no creditor reconciliations performed ¢
period. There was a variance of $648 between P4
the general ledger and subsidiary ledger. This in
weakness in the internal controls over the monthly,
payable reconciliation process practised and des
management.

We recommend that current imbalances ¢
cleared and that the subsidiary ledger alw
reconciles to the general ledger. This inc

1.

. retaining all reconciliatas®vidence that

performing monthly reconciliations of
subsidiary accounts to vendor stateme
andcontrol accounts;
investigating any variances and correg
these on a timely basis;

posting all payments through the subs
ledger and not the general ledger; and

these were prepared and reviewed for
reference.

Noted
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3 Conclusion

| would like to thank you and your staff for the assistance received during the AUP

To conclude, the Cook Islands Audit Office is always looking at ways of improving our sepvesasacdmotdddback you and your staff may wish to make
Please ensure that you complete the client survey questionnaireonnpdetioin of this AUP, this can be accessed by clicking on ta thekfollowi
https://www.surveymonkey.com/s/JQ36TL2

Yours sincerely

Allen Parker
Director of Audit
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4  Appendix 1: Status of recommendations made in previous management reports.

Table A: Outstanding Matters

Matter

Recommendation

Outcome and status

Operating Expenditure

The review of Operating Expenditure revealed the following anomali

1. Professional services relating to Atiu contract workers totaling $
were incorrectly posted and should be classified as personnel ¢
Support Officélehave proposed an adjustment to correct this errg

2. Communication expenses toflB1§80 (average $1,390 per mont
considered significantly excessive, with no form of internal cont
account for official or personal usage/calls;

3. Expenses totaling $2,784 were not authorized; and

4. Expenses totaling $550 were without invoices attached to paym
voucher. As such, audit was not able to substantiate if the expe
bona fide expenses of the support office.

We recommend the CEO:

1. Ensures that all contracted workers have cont
or arrangement documents in place to validate
payments made for services rendered and for
purpose.

2. Formalize and implement written policies and
procedures governing communication exjdrmese
policies and procedures should define and lim
legitimate business and personal communicat
expensg

0 obtain and use a telephone log book t
personal phone calls and use; and

0 ensures that all employees of the Offiq
invoiced for all personal calls made ug
the Office phones and mobiles.

3. All funds expensed to have appropriate suppo
documents.

4. All expenses to be appropriately authorized.

Issue outstanding

Personnel

Following our review over wages paid to contracted workers residing
theSupport Offidbat 2 workevgere also receiving wages paid by Atiu
Administration (Al&) a fortnightly basis, who is their primary employg

A staff member worked and was paid 35 hours per week by AlA, in

also worked and was paid 25hours per week by the Support Office.
hours worked per week, during the year.

Where hours claimed and pakeBypport Office, fall within their normg

working hours - this would be seen as double payment of wages

We recommend that the CEO immediately refrain

paying these workers who are currently receiving

through their primary jobs with Atiu Island Adminis
Additionally, ensure that individuals hours of skevig
Support Office does not fall within their normal wo
hours for AIA (8am - 4pm), which would be seen a
dipping of wages received. If this is the case, reco
wages paid on top of their primary jobs must be re

Issue outstanding

-10-

232




COOK ISLANDS AUDIT OFFICE

Ref: AUP Management Report

andsteps should be taken to recover double payment of wages from
member.

Property, Plant and Equipment

Our testing of property, plant and equipment (PPE) revealed the follq
anomalies:

1. the PPE register provided by Support Office was incomplete ang
and thergvere variances found between the PPEardithiergeneral
ledger (GL);

2. no proper reconciliation between the PPEamgjigterGL was
performed by Support Office;
there were damaged assets that required approval for write off;

We identified $3,359 worth of capital expenditure purchased out
funding. We proposed an adjustment to correct this error.

The PPE register is an important internal control used to ensure that
currently under the control of the entity have been accurately capturé
as well as ensuring that assets are controlled effectively. However w
reconciliations against financial records this internal control is not eff

We recommend the following:

1.

A full annual stock take of PPE should be take
andPPE register should be updated according
ensure full compliance with the CIGFPPM, Pa
Asset Management.

The PPE register must be reconciled to the Gl
monthly basis, and the CEO must review and
any variances found.

Any obsolete, damaged, or disposed assets n
be removed from the PPE register in adheren
Part B Section 10 of the CIGFPPM.
All items which are capital in nature are correg
recognised as PPE as per IPSAS 17 Property
and Equipment.

Issue outstanding

Accounts Payable

There was an imbalance of $648 between the aged payables report
payables control account. Management failed to address as part of
their monthly reconciliation process. Although this imbalance isn't sig
itindicates a weakness in the internal controls over monthly account
reconciliation process practiced and described by management.

We recommend that current imbalances are clearg
andthat the subsidiary ledger always reconciles to
general ledger. This includes:

X

performing monthly reconciliations of subsidial
accounts to vendor statements and control ac
investigating any variances and correcting the
timely basis;

posting all payments through the subsidiary le
and not the general ledger; and

retaining all reconciliations as evidence that th
were prepared and reviewed for audit refereng

Issue outstanding

General Journals

All general journals posted during the year have no authority controls
Lack of controls and supporting documentation for general journals i
risk and likelihood of material misstatement due to fraudulent posting
during the year.

We recommend the CEO ensures:

X

That all general journals (GJs) have appropria

supporting documents attached to each journg

Issue outstanding

-11-
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sheet and have been reviewed and authorized
posting to the general ledger.
That all GJs posted have been signed by a pr¢
and reviewer for evidence of checks being phy
conducted.

Operating Expense

We identified the following weaknesses in the internal controls over
Expenditure selected for testing:

x Expenses tested totaling $2,448 were not appropriately authoriz
x Expenses totaling $1,158 were without invoices attached to payt
voucher. As such, we were not able to substantiate if the expeng
bona fide expenses of the support office; and
x Expenses totaling $10,083 were incorrectly classified in the geng
of which $9,042 related to capital expenditure and purchased us

We recommend the CEO ensures:

operating funding.

All expenses are appropriately authorized;
All funds expensed have appropriate supportir
documents such as original inyaites

That all vouchers are accurately coded to the
account prior to approving vouchers for payme
posted accordingly in the general ledger.

Issue outstanding

Table B: Cleared Matters

Matter

| Recommendation

| Outcome and Status

No prior year matters were cleared.

-12-
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5 Definitions2AUPRIsk Rating

7KH GHILQLWLRQV XVHG WR UDWH WKH ULVNV RI DXGLW LVVXHVY KDV EHHQ DGRSWHG IURP WKH &

Risk Rating Definition
Hiah Potential for unfavourab@ &® WLFHDEOH QHJDWLYH LPSDFW RQ WKH RUJDQLVDWLRQYV REM
9 ODQDJHPHQW DWWHQWLRQ LV UHTXLUHG WR HQVXUH WKDW WKH ULVN LV PDQD
. Potential foKQIDYRXUDEOH RU QHJDWLYH LPSDFW RQ WKH RUJDQLVDWLRQYV REMHF
Medium : L o
Management needs to establish controls to address risk identified.
L SRWHQWLDO PLQRU LPSDFW Rme,&kgdidiRité JHDQan VeBowteRk anfi/dr reutdtied- WLYHYV LQF
ow . o . . N
Management needs to identify if there is a cost benefit in establishing increased controls.

-13-
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1 Introduction

We have completed the Agreed Upon Procedures (AUP) for the Minispgravicdidiess fou the year ended 30 June 2015 in accordancengémauntsrra
letter dated 29 August 201Gis report presents our findings and draws attention to areas where the MinigtertNddhotag Gfijce™) is doing well or where
we have made recommendations for improvement.

The agreed upon procedures we performed are summarized as follows:

x We confirmed crown appropriation revenue, crown receivable, crown payaiold, peveoneels to property, plant and equipment to appropriatior
MFEM records and source documentation.

x We documented and performed a walk-through of processes andtintarfithe Office in respect of trading revenue, personnel costspkash at ba
operating expenditure, fixed assets, receivables, and payables.

X We undesbkan examination of the Off e FRPSOLDQFH ZLWK NH\ OHJLVODWLRQ DQG UHJXODWLRQV

The AUP was conducted in accordance with the Standards (AR&Inen@ABG-1) for Agreed upon procedures Engagements promaftated by Ch

Accountants Australia and New Zealand (CAANZ). The procedures we petrfoom&duie an audit or a review and, consequently, no asayrance on :
assertions contained in the financial information was expressed. We agreed toyrepaitéts ywich come to our attention that you need to be aware of.
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2 Audit Findings

The purpose of this report is to present the results offthe ®B& PRI y®aKalAd of the issues arising out of the AUP that you should befmade aware

The following issues are raised for your attention:

Figure 1: Minister Nicholas Support Office 30 June 201!

Over-expenditure analysis

BUDGET | ACTUAL | VARIANCE

%) %) )
Personnel 28,275 34,879 (6,604
Operating Expenseg 41,662 43,761 (2,099
Depreciation 1,378 ) 1,378
Gross Appropriatiol] 71,315 78,640 (7,32%
Other Revenue i 45 45
Net Appropriation 71,315 78,685 (7,280

The inadequate personnel budget, high level of ¢
assets inappropriate use of operating funds on
responsibility costs, offset slightly by zero dep
expenses were the main reasons for the deficit positi

Overspending is an indicator of weak internal con
actual expenditure, poor monitoring of expenditul
budgeting.

Agreed Upon| Risk Leve| Finding Recommendation Office/ Head of Office
Procedure Response

Deficit High 'kl)'ht?NOfficleAreplorteccliS% Fet ngﬁ?,@BO)for the perig We recommend the followin We acknowledge the Aud
Position etween pritan une ' 1. The Finance Mana{ findings in this report of the

monitors all expenditure
(at least) a monthly bas
ensure that the Off
remains within its bug
limits at all times.

2. All expenditure is author|
by the Chief Execut
Officer of Parliament
delegated authorit
pursuant to Section 39 o
MFEM Act 1995-96.

3. The Finance Mana
should prepare a deta
analysis of hé Office's

UHDOLVWLEFY
requirements prior to bu
submissions. Using p
year spending patterns
planned initiatives, the O
would be in a better pos
to improve and strengthe
budgeting process.

deficit figure stated for the p
01 April to 30 June 2015 an
very remorseful to be in

position.

We advise that we have h
considered and accepted
recommendations stated in
report and have begun

process of implementing the
our Office procedures in org
prevent this from happe
again in future.

In our review of the reason
the deficit position, it
realised that ;

1) Personnel budget W
understated and a
portion of it was ma
because the last fortn
total salary for June 2
was not included in
budget.
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Section 39 (2) of The Ministry of Finance and E
Management (MFEM) Act 1995-96 stat&sllthigads (
Government Departments shall be responsible for en
there is adequate control over the release of and use
accordance with Section 29".

Section 29 (2) (d) requires Heads of Government D¢
to ensure that all financial management obligationg
includingsound financial management systems and
controls exist and these are operated so as to providg
and materially accurate financial information; and (ii) 1
assurances that the transactions recorded are withir
authority and properly disclose the use of all publig
resources administered by the department on beh
Crown."

Management needs to strengthen its internal control
procedures over all areas of expenditure. The Cook |
Government Policies and Procedures Manual (CIGF}
provides guidance on maintaining proper financial re
systems and comprehensive systems of internal cont
should be utilised by the Office

Due to the understatemer
the Personnel budget menti
in 1) above, the Operd
Expense budget was there
overstated contributing to
cause of our overspending
the deficit position.

Property,
Plant and
Equipment

High

The following issues were identified from our review
Property, Plant and Equipment (PPE):

1. No stock-take of PPE was performed by the Q
year end resulting in a breach of Part B Sectio
subsection 3.10.2 of the CIGFPPM.

2. A number of PPE identification tags were miss
sighted PRPEAs a result, it was difficult to rec
physical PPE assets back to the PPE register.

3. PPEthat have been traded-in, transferred ou
longer working were still listed in the PPE
These include:

We recommend the followin
1. The Office should under
a year end stock-take o
PPE. This will ensure
existence and completer
of the PPE register. It
also ensure compliance
Part B Section 2 subseq
3.10.2 of the CIGFPPM.
2. As per Part B Section 2
section 3.9.1, all ass

need to be uniqu

We acknowledge the isg
identified in your review
accept the recommendat
given.

We advise that we have st:
to enforce and improve on
Office procedures in regarg
SURSHU WUHDWH
an ongoing process to en
we are in compliance with
policies.
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a.

Motor bike with registration GAA170 th
traded-in to a local auto dealer by pr
Management in May 2011 for purchag
new motor bike.

Transfer to th@RU PHU "HS XW\ 3
Office of two (2) paintings valued at $3
previous Management in 2014.

Two (2) air condition units, a fridge, L
inch widescreen monitor, microwave
assorted PPE were no longer working.

identifiable. The Off
needs to remove all old
and appropriately relabe
assets again. These 1
tags should be cleg
identified on the P
register and physical asg

3. All assets that have b
traded-in, transferred ou
are no longer working sh
be removed from the F
register. Part B Section ]
the CIGFPPM outlines
proper process for rem
of assets.

We have scheduled ano
review of our PPE next mor
December, as a check ug
where we are at with makin
changes as recommended.

Operational
Expenditure

Medium

From our review of operating expenditure we obsery
following issues:

1.

In only 3 months of operation the Office spent
on expensed assets. These included the purct
laptops, air condition units, a lounge suite, mo
iphones, etc.
Given the short period of operation and the lin
budget available to the Office, spending on ex
assets was significant. This contributed in part
the net deficit positio($@f280)
Non-office related expenses totalling $4,106. T
related to:
a.

b.

Hireage of heavy machinery of $2,500 {
clean Panama dump site.

Hosting of Ruatonga, Avatiu, Panama,
Palmerston, Atupa (RAPPA) functions ¢

We recommend the followin

1. More prudency is exerc
when spending on exper

assets. Whilst !
acknowledge that so
expensed assets w

purchased out of neceg
(e.g. air condition units
longer working), others
not (e.g. motor bike).
2. To ensure future complig
with CIGFPPM, Part
Section 15, 3.2.1 and 3
the Chief Executive Off
should ensure that the O
budget is used solely

Office related expendit

Upon review of your finding
Operational Expenditure,
acknowledge the issues rsg
and thank you for {
recommendations.

We will ensure that
expensed asset spendin
out of a need for the of
We advise that since

office was setup in those
3 months of operation,
KDYHQTW KDG

on expensed assets si
then.

We have tightened up

basically stopped the 1
office related expenses b
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c. Monetary donations of $668 to schools
sports clubs.

In accordance with CIGFPPM, Part D, Section
3.2.1:Ministerial Support budgets are to be us
office support and not for discretionary purpos|
Office support is intended to cover the normal
running an office which includes staffing, static
FRPPXQLFDWLRQV HWF’

3.2.2!'The appropriation is not intended to cov
donations. The POBOC (Payment on Behalf g
Crown) Social Responsibility Fund is intended
all donations and grants".

As a result of the above, the Office was in breg
CIGFPPM, Part D, Section 15, subsection 3.2

Costs relating to donat
or community related v
should be sourced from
POBOC Soci
Responsibility Fund.

paid through our Off
operations and instead H
used the Soci
Responsibility Funds to
for any items of this sort.
same treatment is done
donations.

We appreciate your Audit r¢
and thank you for vy
recommendations and

services. We will ensure
improve our Office proced
and comply accordingly wit
SROLFLHV LQ SO
into a deficit position again.
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3 Conclusion

| would like to take this opportunity to thank you and your staff for the kintkaesisianog the audit.

To conclude, the Cook Islands Audit Office is always looking at ways of improving our sepvesaadmotdddback you and your staff may wish to make
Please ensure that you complete the client survey questionnaireonmnpdetioin of this AUP, this can be accessed by clicking on ta thekfollowi
https://www.surveymonkey.com/s/JQ36TL2

Yours sincerely

Allen Parker
Director of Audit
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4  Definitions?Risk Rating

The definitoh XVHG WR UDWH WKH ULVNV RI DXGLW LVVXHV KDV EHHQ DGRSWHG IURP WKH &RRN ,VODC

Risk Rating Definition
High SRWHQWLDO IRU XQIDYRXUDEOH RU QRWLFHDEOH QHJDhWhaiY tdsdaurc&siaRd/dr Rutalok.H R
9 ODQDJHPHQW DWWHQWLRQ LV UHTXLUHG WR HQVXUH WKDW WKH ULVN LV PDQD
. SRWHQWLDO IRU XQIDYRXUDEOH RU QHJD WexjgdAdituReSHDIfRAN résQuréKadd/Brbepltadiany D W L R (
Medium . o <.
Management needs to establish controls to address risk identified.
L SRWHQWLDO PLQRU LPSDFW RQ WKH RUJDQLVDWLRQYY REMHFWLYHV LQFRPH
ow . o : L S
Management needs to identify if there is a cost benefit in establishing increased controls.

244



COOK ISLANDS AUDIT OFFICE Ref: AUP Management Report

Agreed Upon Procedures (AUP)
Management Report
for 30 June 2015

Minister Turepu 9 Bupport Office

Julian Dashwood, CEO
Distribution List:

Hon Mark Brown, Minister for Finance and Audit
Hon Kiriau Turepu, Minister of Agriculture

Garth Henderson, Financial Secretary

Russell Thomas, PSC Commissioner

Geoff Stoddart, PERC Chairman

Heinz Matysik, PERC Member

Joe Caffrey, PERC Member

Date of Repar24 OctobeR016

245



COOK ISLANDS AUDIT OFFICE Ref: AUP Management Report
TABLE OF CONTENTS

1 LV I 15 10 L I T T I

2 AUP FINDINGS ..o e e e et ettt et e e e te e e e e e e s ees1e s 4o b bbb b e s b e s e s e e e e e o4 e e e 4e e e e e e e oo e s 4 s bbb b bR b e b b e e s e e e e e e e e e e e e e e e e e e e e e e e e e s e e e e e e e 4o,

3 LT ][ 101 [ PP B

4  APPENDIX 1: STATUS OF RECOMMENDATIONS MADE IN PREVIOUS MANAGEMENT REPORTS. ... 9.......

5 DEFINITIONS FAUP RISK RATING ...ttt ettt e e e e e e e e e e e e s s s s s s bbb bbb e s b e e e e e e e e e et e e e e e e e e e e e e e e s e s o bbb bbb bbb e b e e e s e s e e e e e e e e e eeeeeeessesnes s 11,
-2

246



COOK ISLANDS AUDIT OFFICE Ref: AUP Management Report

1 Introduction

We have completed the Agreed Upon Procedures (AUP) for Minister T W#Hme $upihe year ended 3020Ban accordance with our arrangements
letter dated 06 September.2dls report presents our findings and draws attention to areas where the Mupgiant Qifie@@Bupport Office”) is doing
well or where we have made recommendations for improvement.

The agreed upon procedures we performed are summarized as follows:

x We confirmed crown appropriation revenue, crown receivable, crown payabié npeveomergsao property, plant and equipment to appropriatior
MFEM records and source documentation.

x Wedocumented and performed a walk-through of processes androitefitlaé mpport Office in respect of trading revenue, personnel tosts, cash
bank, operating expenditure, fixed assets, recanduaigables.

X We undesbkan examination of the Support PfficERPSOLDQFH ZLWK NH\ OHJLVODWLRQ DQG UHJXODWLRQ®

The AUP was conducted in accordance with the St&&iBrdsdAGuidelines (APG-1) for Agreed upon procedures Engagalpated py the Chartered

Accountants Australia and New Zealand (CAANZ). The procedures did petfoonstitute an audit or a review and, consequently, no agayrance on
assertions contained in the financial information was expressed. We agreed toyrepaitéts yich come to our attention that you need to be aware of.
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2 AUPFindings

The purpose of this report is to present the results of the SUpporfi@fice 2015 year and of the issues arising out of the AUP that werttenk manag

should be made awaréppendix provides a summary of the status of prior year issues.

The following issues are raised for your attention:

Agreed Upon | Risk Finding Recommendation Support Office/Head ¢
Procedure Level Support Office
Response
Bank Medium ﬁlurfri\/lew of bank rlgcqn0|llat|on for June 2015 re We re_lc%mmend thta;]tI tge ban‘ll'(h accoE Agreed. It i
Reconciliation e following anomalies: reconciled on a monthly basis. These s acknowledged that
signed by the preparer Finance break down
Bank reconciliation was not prepared correctly or | Administration Manager (FAM) and re -
) : processing ar
consistently. Cheques and deposits that had been (contracted accountant and/or CEO) as €| reconciliation has ta
through the bank were still showing as outstanding of preparation and review process respeg place due i
bank reconciliation. is important to note that signed misinformation  and
o There were unpresented cheques of $5( reconciliations alone do not provide evid unclear instructio

and outstanding deposits of $56,931 on
reconciliation report extracted from MY(
accounting database.

The above outstanding cheques and
unpresented deposits date back as far ¢
2014 through to June 2015.

The bank statement for June 2015 shov
deposits and cheques presented during
were not cleared as reconciled by the O
The contracted accountant and the Chig
Executive Officer (CEO) failed to ensure
cheques and deposits were accurately ¢
on a timely manner.

The monthly bank reconciliation is a key internal ¢

effective review. The reviewer, likewis
preparer must ensure the following @
signing off:

1. Bank balance per reconciliation
reconcile to the general ledger.

2. Bank statement balance per
reconciliation should agree to the
bank statement.

3. Bank reconciliation date is the end
month

4. Reconciling items (outstanding depos
cheques) are valid and cleared in a
manner.

5. The FAM should also ensure ths

previously imparted.

As discussed, mont
reconciliation of accol
or quarterly review
accountant shoy
identify that accounts
reconciled and balang

_4-
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surrounding the bank account and use of public m
is therefore imperative that this control is performe
accurately.

changes are made to the bank g
ledger after the review of the reconcili
done and bring to the attention of thg
anomalies or issues identified in recg
the bank account in a timely manner.

Property, Plan
& Equipmen
(PPE)

Medium

Our review of property, plant and equipment (PPE
revealed that:

1.

The PPE Register is an important internal control
ensure that all assets currently under the control o
entity have been accurately captured in the gener
and are controlled effectively.

$2,866 worth of mobile phones was purchaseo
operating funding. These were incorrectly clas
communication costs during the year instead g
which is more accurate. We have proposed a |
correct these entries in the General Ledger (G
however correction still needs to be made to th
register

The Support Office failed to correctly record al
expensed assets totalling $5,667 purchased di
year in the PPE register.
There was no evidence that the office performe
stock take of all fixed assets held by the office
end.

This is a breach of Part B Section 2 subsectior
of the Cook Islands Government Financial Poli
Procedures Manual (CIGFPPM). The annual s
take of PPE is an important tool for the Office i
ensuring existence and completeness of the P
There was no evidence that the PPE register v
independently reviewed.

Werecommend the following:

1.

All items which are capital in nature ar
correctly recognised as PPE as per IP
17 Property, Plant and Equipment.
The FAM should ensure all expensed
purchased during the year are adequa
recorded in the PPE register as stipulg
Part B, Section 10, paragraph 3.2, of t
CIGFPPM.

The FAM should undertake a year end
take of all PPE. This will ensure the
existence and completeness of the PP
register as well as ensuring complianc
Part B Section 2 subsection 3.10.2 of
CIGFPPM.

Once a stock-take is undertaken, this
provide a basis for correcting the PPE
register. The PPE register should be
reconciled to the General Ledger on a
monthly basis by the FAM. Lastly,
independent review of the reconciliatig
should be undertaken by the CEQIlTh
help minimise the likelihood of errors v
the PPE register and General Ledger
existing.

Agreed. All

need to be classified
entered correctly.

Agreed.

purchag
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Operating
Expenditure

Medium

The review of Operating Expenditure revealed the
anomalies:

Communication expenses totalling $10,438,
included costs for 3 mobile phones incorrectly
classified as communication costs. Also these
form of internal control to account for official or
personal usage/calls for the Office;

Fuel costs incurred by the Office included fuel
for Office and various private vehicles. There v
checks performed to separately identify work-r
from private fuel consumption. There was also
evidence available to determine whether prope
authority was obtained prior to charging to the
fuel account;

Travel costs incurred by the Office were in bre
the Cook Islands Government Financial Policie
Procedures Manual (CIGFPPM), Part D Sectio
3.2.5 Payments were made from the Office bud
travel expenses of the Secretary of Agriculture
Purea. Pursuant to Part D Secti8r215, The
appropriation is intended to cover approved Of
related travel &taff who are actually employed
the office"

The Office has no internal policies in place as
for staff as to what is appropriate expenditure f
communication, fuel, travel and entertainment;

There was no formal written notice of engager
an external consultant to provide project advict
Minister. A binding term of reference should be
to and signed by both parties, prior to services

performed and payments made.

Werecommend that the CEO and the Fin

Administration Manager (FAM) ensurg
following:
1. Comply to approved government p

and procedures as stipulated in
CIGFPPM, in particular, ensure th
payments for the Support Office are:

x properly authorised by the CEO;

x clearly include full details (on the
payment voucher) of payments bei
made

x supported by valid and appropriate
supporting documentation;

x correctly classified and posted into
system;

x bona fide expenses; and
actual staff or office related expeng
accordance with Part D Section 15
ofthe CIGFPPM.

Formulates and implements written po
and procedures governing communicg
fuel, travel and entertainment expense
policies and procedures should define
limit legitimate business related expen

All agreements to engage the professi
services of a consultant should be forr
in writing. It should be retained in a sa
place for audit purposes and future ref
in the event of disputes arising.

Agreed.

Agreed.

Agreed.

-6-
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All general journals posted during the year have n

We recommend that the CEO ensures tha

General Medium . ) : _
Journal authority cqntrols in place. !_ack of qontrols and su general journals are:
documentation for general journals increases the
likelihood of mgterial misstatement due to error or| 1. Appropriatel_y supported with the r_elev Agreed.
fraudulent postings. documentation and attached to a jourr|
sheet.

2. This lead sheet should be signed by b
preparer and reviewer for evidence of
authorisation and secondary review.

Section 28(4) of the MFEM Act 1995-1996 require Management should strive to adhere to
Non- Low A : : . ; Agreed.
compliance I\_/Ilnlstrles and Government agencies to _submlt the 28(4_) by placmg emphasis on the prepar
with MEEM Ad financial statements to Government auditors by 3(Q the financial statements at year end.
Section 28(4) September of the subsequent financial year.

Should professional assistance be require

complete the financial statements on time| Agreed.

Management can contact the MFEM finar
team. In the absence of this assistance,
Management should then look externally 1

in meeting the reporting deadline.
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3 Conclusion

| would like to thank you and your staff for the assistance received during the AUP

To conclude, the Cook Islands Audit Office is always looking at ways of impreangl ovowérappreciate any feedback you and your staff may wish
make. Please ensure that you complete the client survey questidhaatmmgbetion o thUP, this can be accessed by clicking on to the following link
https://www.surveymonkey.com/s/JQ36TL2

Yours sincerely

Allen Parker
Director of Audit
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4  Appendix 1:

Status of recommendations made in previous management reports.

Table A: Outstanding Matters

Matter

| Recommendation

| Outcome and status

Property, Plant and Equipment

Our review of property, plant and equipment (PPE) revealed that $9,0
capital expenditure was purchased during the year, using operating fu
FAR should be amended to include these assets recognized as PPE
the yealWehave proposed an adjustment to correct this error.

The Fixed Asset Register is an important internal control used to ensy
assets currently under the control of the entity have been accurately ¢
the general ledger as well as ensuring that aseatsotiezl @ffectively.

We recommend that all items which are capital in n
correctly recognized as PPE as per IPSAS 17 Prop
Plant and Equipment.

Issue outstanding

General Journals

All general journals posted during the year have no authority controls
Lack of controls and supporting documentation for general journals in
risk and likelihood of material misstatement due to fraudulent postings
during the year.

We recommend the CEO ensures:

X That all general journals (GJs) have appropriat

supporting documents attached to each journa
sheet and have been reviewed and authorized
posting to the general ledger.

That all GJs posted have been signed by a pre|
and reviewer for evidence of checks being phy
conducted.

Issue outstanding

Operating Expense

We identified the following weaknesses in the internal controls over Q
Expenditure selected for testing:

X Expenses tested totaling $2,448 were not appropriately authorize

X Expenses totaling $1,158 were without invoices attached to payn
voucher. As suetewere not able to substantiate if the expenses w
bona fide expenses of the support office; and

X Expenses totaling $10,083 were incorrectly classified in the gene
which $9,042 related to capital expenditure and purchased using

We recommend the CEO ensures:

funding.

All expenses are appropriately authorized,;

All funds expensed have appropriate supportin
documents such as original inyaites

That all vouchers are accurately coded to the ¢
account prior to approving vouchers for payme
posted accordingly in the general ledger.

Issue outstanding
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Table B: Cleared Matters

Matter | Recommendation | Outcome and Status

No prior year matters were cleared.

-10-
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5 Definitions2AUPRIsk Rating

7KH GHILQLWLRQV XVHG WR UDWH WKH ULVNV RI DXGLW LVVXHVY KDV EHHQ DGRSWHG IURP WKH &

Risk Rating Definition
Hiah Potential for unfavourable or noticedhl@DWLYH LPSDFW RQ WKH RUJDQLVDWLRQYY REMHFWLYH
9 ODQDJHPHQW DWWHQWLRQ LV UHTXLUHG WR HQVXUH WKDW WKH ULVN LV PDQD
. Potential for unfavours€®led QHIDWLYH LPSDFW RQ WKH RUJDQLVDWLRQYYVY REMHFWLYHV L
Medium : L "
Management needs to establish controls to address risk identified.
L SRWHQWLDO PLQRU LPSDFW RQ W K Hure,bubaQ lesoDriéd an@dr vephtetdiH FWLYHY LQFRPH
ow . o . " T
Management needs to identify if there is a cost benefit in establishing increased controls.

-11-
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Part 4tReview Opinion and Risk Rating

7KH GHILQLWLRQV XVHG WR UDWH WKH ULVNV RI DXGLW LVVXHV KI
criteria.

Definition
Potential for unfavorabllQRWLFHDEOH QHJDWLYH LPSDFW R
expenditure, human resources and/or reputation.
ODQDJHPHQW DWWHQWLRQ LV UHTXLUHG WR HQVX
objectives.

Risk Rating

: Potential forunle’W DEOH RU QHJDWLYH LPSDFW RQ WKH ¥§
Medium .

human resources and/or reputation.
Management needs to establish controls to address risk identified.

Low SRWHQWLDO PLQRU LPSDFW RQ VWexpendRue) Buphar Degou
and/or reputation.
Management needs to identify if there is a cost benefit in establishing increased co

Review Conclusion Definition

An unmodified opinion is expressed when the auditor concludes that the financial st
prepared, in all material respects, in accordance with the applicable financial regorti
A modified opinion is expressed if the auditor:
a) Concludes that, based on the audit evidence obtained, the financial statemg

are not free from material misstatement; or

b) Is unable to obtain sufficient appropriate audit evidence to conclude tha
statements as a whole are free from material misstatement,

Modified Conclusior

In order of severity (most to least), modified audit opinions may take the following fq

A disclaimer opinion shall be expressed when the auditor i
obtain sufficient appropriate audit evidence on which to
opinion, and the auditor concludes that the possible effe
financial statements of undetected misstatements, if any, ca
material and pervasive

An adverse opinion is expressed when the auditor, havin
sufficient appropriate audit evidence, concludes that misg
individually or in the aggregate, are both material and pervi
financial statements

2 The current applicable financial reporting frameworks in use(@)eNew Zealand equivalent to International
Financial Reporting Standards (NZ IFRS) (2) New Zealand Public Benefit Entity Internatiorge&ab
Accounting Standards (NZ PBE IPSAS) (3) International Public Sector Accounting Standards (IPSAS)

3 Pervasivet A term used, in the context of misstatements, to describe the effectheriinancial statements of
misstatements or the possible effects on the financial statements of messtatts, if any, that are undetected
due to an inability to obtain sufficient appropriate audit evidence v@sive effects on the financial statements are
those that,inthe © ]S} @&([s ig Pu vSW
(i) Are not confined to specific elements, accounts or items of the financial statsmen
(i) If so confined, represent or could represent a substantial propoxfahe financial statements; or
(iii) In relation to disclosures,& (pv u vS o0 8§} pe Ee+[ pv E*S v JvP }( SZ (Jv v ] o *§
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Qualified Conclusiol A qualified opinion is express when:

a) The auditor, having obtained sufficient appropriate audi
concludes that misstatements, individually or in the agg
material, but not pervasive, to the financial statements;

b) The auditor is unable to obtain sufficient appropriate aud
on which to base the opinion, but the auditor conclude
possible effects on the financial statements of un
misstatements, if any, could be material but not pervasi
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