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On line at last...
Well we are in the second lot of Ministries
that have finally got our accounting system

automated. We went live on the 1t day
of August with no problems at all. Now
all of our purchases and payments are
automated. One problem though, we must
have adequate funds in our allocations
as well as our cashflows to be able to get
anything going.

Faster Processing

Our Accounts personnel have expressed
their general appreciation for the system
which now allows them faster processing
of orders and payments as well as provides
for timely relevant information at the press
of a key. Other benefits of the system
include less paper work and of course, less
likelihood of over- expenditure.

Reports and the need for Regular
Consultations
From Management’s point of view, getting
accurate and timely reports of the
overall financial position of the Ministry
at anytime and having the funds available
when required is crucial. In my view, the
need for better coordination amongst
officers within the Ministry in terms of
the required usage of financial resources
becomes very important, particularly as
only transactions that have been input
into the system will show as commitments
and any other proposed disbursements
will need to be planned ahead of due dates.
In other words, cash flows need to closely
reflect the frequency and quantum of
payments to be made. Unless this is done,
even automating processes would not help
in bringing about efficiency.

Benefits....

The new system provides a new dimension
to financial management in Government.
With close to a month’s experience with
it, | am sure that Accounting Officers will
take it in their stride to provide meaningful
information to Management and to ensure
that financial resources are available when
they are required. This change could make
the difference between accountants and
bean counters!

Audit Advisor to Review the Functions and
Operations of the Internal Audit Unit

In line with Financial Management Reform
the Ministry of Finance engaged me as
its Internal Audit advisor to review the
functions and operations of the Internal
Audit Unit and prepare a credible internal
audit framework consistent with Financial
Management Act 2004.

The purpose is also to make audit function
more efficient and effective and to propose
a shift from traditional audit to risk based
audit.

«turn to page 2

A

OF 2006
UNSPENT
ALLOCATION

Governments throughout the world have
been trying to overcome the deficiencies of
cash budgeting. With its limited resources,
where expenditure exceeds revenue
collection, the Government of Fiji is no
exception and it has considered budget
management as part of the financial
management framework.

To assist agencies better manage the
unspent resources allocated for the
service delivery under its portfolio,
the Financial Management  Act (FMA)
2004 allows agencies to request to the
Minister of Finance to carry-over unspent
appropriation that relates to known
liabilities at the end of the financial year to
be used in the following year.

For agencies, carry-over avoids the need
to ask for additional funding for known
liabilities and large invoices expected to be
paid before the end-of-year, but for which
payment has been delayed.

From the Ministry of Finance perspective,
carry-overs provide an incentive for
agencies to record their liabilities on a
timely and accurate manner.

*turn to page 4
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current payroll systems.

Overthe years we have had problems of not
being able to capture payroll data in the
General Ledger (GL) in a timely, accurate
and effective manner thus compromising
the quality of financial information
generated from the system. One of the
deficiencies has been a lack of an effective
interface between the payroll systems and
the GL. Manual journals and postings are
carried out by ministries/departments and
these are usually done on a monthly basis
to transfer data to the GL. To resolve this,
the interface of the payrolls to the GL was
seen as essential, in order to capture data
in a timely and accurate manner.

Priortothe implementation ofthe new FMIS,
a new chart of accounts was developed for
the Government of Fiji in close consultation
with ministries and departments. As part
of this exercise, additional cost centers
were created to meet the reporting needs
of ministries and departments. In the un-
established payroll the new cost centers
are being captured, as account numbers
are entered through timesheets. However,
in the established payroll the existing cost
centers do not mirror the new FMIS cost
centers. As a result the cost centers will be
changed and/or new cost centers created
and employees moved to their respective
cost centers.

In order for the payroll transactions to
be effective and timely, the processing of

Payroll Interface
Overview and Update

The Payroll systems in government have been in use for many years now and have over
the years been upgraded. However there are no immediate plans yet for replacing the

Sanjeet, Ajay and Emily conducting Payroll Interface testing

payroll journals will be automated between
the current payroll systems and new GL.

Established Payroll

Two separate sets of journals will be
extracted from the payroll system prior to
upload into GL.

§ The first set of journals will transfer
payroll charges to departmental IDC
Accounts.

§ The second set of journals will clear
charges from departmental IDC
Accounts and pass these charges to
respective expenditure accounts.

Un-established Payroll

When the payroll reports are run each
week, information from the payroll system
will be transferred to SSA FM to create
wages payment vouchers in the Accounts
Payable application. Vouchers will also be
created for deductions.

Current Work
Both the established and un-established
interfaces are being checked and tested
and parallel runs are being carried out.
This will continue until the desired results
are obtained.

Work will also continue to interface the
Pensions, Fiji Military Forces and Police
Special Constables payrolls with the GL.
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Internal auditing is a management-oriented
discipline that has evolved rapidly. Once
a function primarily concerned with
financial and accounting matters, internal
auditing now addresses the entire range
of operating activities and performs a
corresponding wide variety of assurance
and consulting services.

The development of internal auditing
was fostered by the increased size and
decentralization of organizations, the
greater complexity and technological
sophistications of their operations, and the
resulting need for an independent, objective
means of evaluating and improving their
risk management, control and governance
processes.

Risk Management, Control and Governance
process are the key areas in modern
auditing. The internal audit activity should
assist the organization by identifying and
evaluating significant exposures to risk
and contributing to the improvement of
risk management and control systems.

The internal audit activity should assist
the organization in maintaining effective
controls by evaluating their effectiveness
and efficiency and by promoting continuous
improvement. The internal audit activity
should assess and make appropriate
recommendations for improving the
governance process in its accomplishment
of the objectives to promote appropriate
ethics and values within the organization
and ensure effective organizational
performance management and
accountability.

Audit Framework widely comprise of
attribute standards, proficiency and due
care, quality assurance, engagement
planning, performing the engagement,
communicating results, monitoring
progress.

With a view to implement internationally
accepted auditing principles, training is
imparted to audit staff as there is an urgent
need for complete change of mind set on
the basic concept of internal audit, role and
responsibility of internal auditors, review of
control measure and other relevant areas.
Introduction of risk-based audit with focus
on review of risk management, control and
process is gradually introduced.

« turn to page 4




FINANCIAL MANAGEMENT REFORM - MANAGING FOR OUR FUTURE

A New Budget Preparation
System Called Business
Intelligence Solutions (BIS)

The Budget Division of the Ministry of Finance acquired a new budget
preparation system called Business Intelligence Solution (BIS). The system is
to replace the legacy current excel based spreadsheets which was becoming
ever more difficult to manage and meet the ever growing requirements of

budget formulation.

The project was initiated in early 2005
with implementation beginning in mid
2005 and it was undertaken in six phases.
Phase 1 included conducting a thorough
client needs analysis, followed by technical
specification,  pre-production  release,
implementation on site, training and final
evaluation.

The system  provides  great [
advantages and simplifies budget
formulation
following benefits:-

Economic
Services

in addition to the General

Administration
Infrastructure

1) Easily Accessible Information gszf:,“e
A simple point and click with Services
Unallocable

the mouse drills through the Total

organizational layers allowing views

top down view of any Ministry / Department
illustrating “Corporate Health Check” and
budgets at any point in time.

5) Cashflow and Revenue Forecasting

In addition to expenditure, all revenue and
cashflow reports can now be prepared
from BIS as well.

Actual Revised Estimate Estimate Projection Projection
2005 2006 2007 2006 2009
118,491,671 176,012,853 155,500 7,210 7,426
361,744,005 461,675,825 1,195,850 652,943 668,523
192,586,202 259,087,400 0 0 0
-1,543,428,491 -1,346,621,800 322,693,332 0 0
465,952,379 533,926,060 1580,955 1,540,880 1,587,107
388,690,375 433,341,138 25,100 14,178 14,462
15,963,860 517,421,476 325,650,737 2,215,211 2,277,518

Statement of CashFlows (2005-2009)

of data from many perspectives. %
Importantly, BIS refreshes data from

Receipts

2005 2006(R) 2007(B) 2008(B) 2006(B)

Cash Flows From Operating Activities

FMIS on a daily basis thus allowing pirect taxes 35015 3879 000 000 000
el H Indirect taxes 61459 65695 -322.68 0.00 0.00
the budget division to obtain the i B0en BRm oD om0
most up to date figures for YTD Customs 29838 33406 -32268 000  0.00
. Sales Revenue 0.17 0.00 0.00 0.00 0.00
expenditure. Fees,Fines, Charges & Penalities 5715  59.32 000 000  0.00
Grant in Aid 7.19 967 000 000 000
Dividend from Investment 23.70 26.14 0.00 0.00 0.00
2) Integrated Strategic Plans Reimbursement and Recoveries 808 1607 000 000 000
.. Other Revenue and Surplus 30.38 40.28 0.00 0.00 0.00
The BIS budget module makes it Total operating Receipts 109184 119638 32268 000  0.00
easy to build annual and forward FPaments
Personal 51729 54346 212 140 140
strategic plans and compare them Transfer Payments 216.74 23158 000 000  0.00
. Supplies and cosumables 146.79 165.05 0.40 0.39 0.39
with current data. Purchase of outputs 33179 6725 000 000 000
Interest Paid 16591 13715 000 000 000
Other Operating Payments 464 3.31 2.53 0.00 0.00
3) Ease of data entry Total Operating Payments 1,085.15 1,147.78 253 180 180
. Net Cash Flows from
The entire budget process from gperating Activities 669 4860 -32521 -1.80  -1.80
design phase to pr‘oduction Of ::z:i;It(;ws From Investing Activities
budget estimates for presentation saleof Government Assets 000 3000 000 000 000
. Interest from Bank Balance 1 4.01 0.00 0.00 0.00 0.00
to Parliament can now be prepared gepayment of Term Loans Recievable 0,07 0.16 000 000 000
using BIS.
Econimic Services
. $20,884,431
BIS allows all project | | ‘ | |
30-Ministry of 31-Ministry of Touri: 32-Ministry of Fisheri 33-Ministry of Land 33-Ministry of
proposals to be ranked Agr\cu\turg,sSZé:rAnd n$;/'1‘§70,632ur o &Fu‘:esstsyﬂiozﬂ‘;f&::sis &Mmer:\rge(;ouices Commer;;‘sBruys\Oness
H HH Land Resettlement -Poli 01-Policy & $4,998,686 Development
and DI"IOI"ItIZGd f0||owed 01-Policy & Af;;u:?s‘[cryaim Admlmos‘tcryanon 01-Policy & OWVVPDI\cy&

Administration
$704,601
02-Crops

$1,042,047
03-Livestock
$357,828
04-Education & Training
$133,246
05-Land Drainage &
Flood Protect
$290,405
06-Land Resettlement
$191,101
07-Agricultural Tribunal
$-2,695
08-Description Lookup
Failed $1,296,569

by automatic movement
to qualification list of
items to be budgeted
for

4) Graphical Output

The Division can now
produce graphical
reports at any level with

$2,487,634

Administration
$1,682,322
02-Commerce &
Industry $345,975
03-Fair Trading $14,048
04-Department of
Co-operatives $133,752

Administration
$5,390
02-Mineral Resources
$208,172
03-Land & Surveys
$4,785,124

$22,836
02-Department of
Forest $6,733,294
02-Department of
Fisheries $552,784

Agency Annual
Reports A Key

Requirement
of FMR

As the Government continues to implement
components of the financial management
reform, one of the key requirements is
that Chief Executive Officers are to be held
accountable for the management of the
resources allocated for their agencies.

The Financial Management Act 2004
states that the Chief Executive Officer for
each agency will be responsible for the
preparation of the annual report and
the annual financial statements must
be audited by the Auditor-General and
accompanied by his/her audit opinion.

Effective for the financial year ending 31
December 2006, agencies will have to
prepare and table the annual report in
the House of Representative through the
responsible Minister.

The annual report comprises a brief
summary of the agency’s overall
performance comparedtothe performance
indicators outlined in the annual corporate
plan and actual financial results against
budgetary provisions relating to that
specific financial year.

The reporting agency preparing the
annual report needs to be mindful for
external users dependent on information
in the annual report, whether it be for
accountability and or for decision making.
A reporting agency is determined through
the Head allocated through the Budget
Estimates which establishes the financial
accountability for all transactions that
the Chief Executive Officer controls for
his or her agency. Therefore a reporting
agency may be a ministry, department
or parliamentary body. A Ministry may
control just one department or more than
one department.

Only the Ministry of Finance controls more
than one Head. It will consolidate all the
Heads and prepare only one agency annual
report.

A Guide to Preparing Agency Annual Report
and Agency Annual Financial statements
has been developed to assist agencies in
compiling the annual report.
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For the month of September, USP together
with FMR and Asset Management Unit
will offer two Trading and Manufacturing
Accounts courses. The courses are only
offered to departments who are operating
viable TMA accounts. Maximum number of
participant per department, per course is
two (2).

TMA Business Planning
Tentative Date: 4 — 5 September 2006
Course Venue: USP Laucala Campus

Gourse Objective

On successful completion of this course
participants will be able to identify the
principles of a sound business and produce
elements of a business plan in accordance
with the needs of the Finance Instructions.

Course Outline:

Spemﬁcally participants will be able to:
Undertake an analysis of the market it
operates in, identifying the potential
size of the market and the market share
the TMA may reasonably expect to
access.

Compile a reliable estimate of operating
expenses for projected levels of
business activity.

|dentify the constraints imposed

on the TMA from operating as a purely
commercial entity and the

impact of these constraints on the scale
and profitability of TMA operations.
Identify the risks associated with the

TMA Training!

TMA’s operations and strategies that
may be applied to minimize the possible
impact of these risks.

- Write up pertinent sections of a
TMA business plan, using the business
plan template designed for use by the
Ministry of Finance.

TMA Accounts
Tentative Date: 6 — 7 September 2006
Course Venue: USP Laucala Campus

Course Objective

On successful completion of this course,
participants will be able to construct
financial reports for public sector Trading
and Manufacturing Activities (TMAs).

Spemﬁcally participants will be able to:
Trace agency-operating costs incurred
by TMAs.

Make appropriate allocations of costs
not traceable to activities

Compile a TMA Income Statement
Identify assets and liabilities under

the direct control of a TMA and compile
a report of these items

Important Notice: Please send in the right
people to the right training.

Contact Person: Mrs. Joana Koroitunakelo,
Training Officer, Ministry of Finance
Contact Detail: Phone 322 2181; Fax 331
9948 or mail to: jkoroituinakelo@govnet.
gov.fj

Labasa course participants at a FMR Awareness Workshop

N

As carry-overis a new initiative and is being
implemented for the first time, the known
liabilities allowed for carry-overt will be
limited only to the following types:

- from page 1

a) Indents

Issued for the purchase of goods from
overseas but due to circumstances, goods
are not scheduled to reach the agency
before the end of the financial year.

b) Contract Payments

Payment for the delivery of goods or service
after delivery date is re-scheduled to the
following financial year due to unforeseen
circumstances.

c) Lease Payable
Rent due for a contract granting use or
occupation of property.

Other types of liabilities include sales tax
payable, payroll liabilities, short term notes
payable and current portion of long term
debt. However, agencies will be notified
when these types of liabilities will be
considered for carry-over in the future.

The carry-over provision will be effective
for the 2006 budgetary provisions and
agencies will now be able to apply to the
Minister of Finance to carry-over provision
of the budget equivalent to known
liabilities. However, each request will be
considered on merit and decisions will be
made considering the overall impact on the
budget spending for the following year.

A Guide to Preparing Carry-over has
been developed to assist agencies in the
preparation, verification and approval
process and procedures of all carry-over.

« from page 2

Tomake internal audit efficient and effective
and delivery of desired result and building
up of strong audit teams with pro active
team leaders at the helms The process is
aimed to adopt a proactive approach and
presenting a better image of Government.

Alok Kumar, Audit Advisor

Ministry of Finance and National Planning
Ro Lalabalavu House, Victoria Parade, Suva, Fiji. PO Box 2212, Government Buildings, Suva, Fiji.
Telephone: (679) 3307 011. Telex - FJ 2121. Facsimile (679) 330 5074.




