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Honourable Sir

Pursuant to Section 33 of the Public Expenditure Review Committee and Audit Act 1995-96,
I have the honour to submit my 2nd Quarter Report on the operations of the Audit Office for
the period 1 October 2009 to 31 December 2009.

Paul R S Allsworth
Director of Audit
OFFICE OF PUBLIC EXPENDITURE REVIEW COMMITTEE & AUDIT
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INTRODUCTION & COMMENTARY

This report is the Audit Office’s second quarterly report to Parliament for the 2009/2010
financial year. It highlights and discloses, for Parliament’s attention, audit work carried out
for the period 1 October 2009 to 31 December 2009.

The Audit Office issues Quarterly Reports, in addition to its Annual Report, in order to
provide more timely information to Parliament and the general public on audit’s completed,
issues, problems identified and recommended solutions. It is intended that timely quarterly
information will promote good governance, in terms of better accountability and transparency.

This quarter the Audit Office issued 6 financial audit reports and 7 special review reports.

1. CROWN AUDIT 2007

Monday, 23 November 2009 saw the Deputy Prime Minister, Hon. Sir Terepai Maoate,
Director of Audit, Paul Allsworth, and the Financial Secretary, Sholan Ivaiti, sign the Cook
Islands Government Consolidated Financial Statements for the year ended 30 June 2007.

These Crown Accounts represent the consolidated financial results for the Government of the
Cook Islands and combine the annual statutory accounts of Ministries (24), Island
Administrations (11), Offices of Parliament (2), Corporations (16) and Other Entities (8).

This milestone represents a significant step in the combined efforts of the audit office and
MFEM to bring the crown account preparation and audit up to date. This major achievement
was the culmination of several months' hard work by the crown accounts audit team and the
director of audit commends all staff involved in assisting to ensure this milestone was
achieved, the result of hard work and determination.

2.  FINANCIAL AUDITS

During the period 1 October 2009 to 31 December 2009, a total of six financial audit reports
were completed. These reports related to the year end 30 June 2008, with the exception of the
Aid Management Division, Ministry of Finance & Economic Management, being a Special
Purpose Audit. This included:

1. Aid Management Division (AMD) Ministry of Finance & Economic Management
— Special Purpose Audit

Financial Intelligence Unit 30 June 2008

Ministry of Finance & Economic Management (MFEM) 30 June 2008

Ministry of Justice 30 June 2008

Office of the Deputy Prime Minister 30 June 2008

Parliament of the Cook Islands 30 June 2008
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3. PERFORMANCE AUDITS, SPECIAL REVIEWS &
INVESTIGATIONS

During the period 1 October 2009 to 31 December 2009, a total of seven Audit Reports were
completed as a result of the identification of a high-risk area or genuine and valid complaints
from a member of the public or initiated by the Director of Audit. The following lists the
Performance Audits, Special Reviews and Investigations completed by the Office in this
quarter:

1. Review of the Government Response by Critical Agencies to the Tsunami Warning on
29™ September 2009
2. Audit Review of the Remuneration of Allowances to Public Servants or Crown

Servants serving on Boards, Committees and any other Statutory Position (Judiciary,
Electoral, etc) in a Secondary Capacity to their Primary Public Service/Sector
Employment

Review of the Bank of Cook Islands — Manihiki Island Branches

Review of the Bank of Cook Islands — Penrhyn Island Branch

Review of the Bank of Cook Islands — Pukapuka Island Branch

Review of the Bank of Cook Islands — Rakahanga Island Branch

Cook Islands Women Counselling Centre — Punanga Tauturu Incorporated (PTI) 30
June 2009

Nownkw

4.  TRAINING INITIATIVES

IN-COUNTRY
Records Management Workshop

Anne McMahon, Donna Engu and Mataina Ngatae were fortunate to attend a detailed 1 day
Records Management training on either the 29" or 30™ October 2009.

The training covered the following areas:
- What is a Record?

- Creating & Maintaining Records

- Benefits of Good Record Keeping
- Disposing of Records

- Creating a Record Keeping Policy

This workshop proved to be very beneficial for all who attended and gave good direction in
where improvements can be made.

Official Information Act Training

The Cook Islands Audit Office along with Crown Law, FIU, FSC, Aitutaki Island
Administration, Mangaia Island Administration, Airport Authority, Cook Islands Pearl
Authority, Price Tribunal, Public Expenditure Review Committee, Aitutaki Island Council
and Mangaia Island Council came under the Official Information Act on 11 November 2009.
Jeannine Daniels of the Ombudsman’s Office carried out training for all Audit Office staff on
15 September 2009 regarding this process.



The training covered the following areas:

e A description of the main features of the Official Information Act (OIA) 2008 and its
impact on the public service;

e The importance of OIA for transparency and accountability and the implications of
keeping information unnecessarily secret;

e The opportunity to get answers to Frequently Asked Questions; and

e How to respond OIA queries and who to refer enquiries to.

Elizabeth Tommy, Anne McMahon and Donna Engu attended a further 2 days of training on
the Official Information Act that was all delivered by Jeannine Daniels at the Crown Beach
Resort on the 2™ and 3™ November 2009.

Cook Islands Audit Office In-House Training Program
Efficient Spreadsheeting - Monday 30 November 2009

This training session was held in the MFEM boardroom, conducted by Hamish Weir, Audit
Manager Crown & SOEs and was attended by all financial audit staff. This proved to be an
interesting and informative session where staff learnt a little more of how to use one of their
key business tools (Microsoft Excel), more efficiently. This was an interactive session where
staff were also able to take practical examples and apply these to their day to day audit work
as well as sharing their own personal tips and methods with the rest of the team.

INTERNATIONAL

Cooperative Performance Audit on the Management of Solid Waste Workshop
Fiji, October 2009

Allen Parker together with Ngatokorua Elikana and Elizabeth Taivairanga of the Cook Islands
Audit Office attended the Cooperative Performance Audit on the Management of Solid Waste
workshop in Fiji. Eight countries were selected to participate in this workshop including the
Cook Islands. The purpose of the workshop was to develop an audit methodology and audit
process for conducting a performance audit on the Management of Solid Waste under the
guidance of Subject Matter Experts from the Australian National Audit Office and IDI. The
objective of the cooperative performance audit is to assess the effectiveness of the
management of solid waste in each participating country and to report its findings
accordingly. The audit findings of each participating countries will also be summarised into a
regional document which will be used as basis for assessing environmental challenges, risks
and impacts in the region.

PASAI Governing Board Meeting
9-10 November 2009, Port Moresby, Papua New Guinea

As the member of the Governing Board of the Pacific Association of Supreme Audit
Institution, the Director of Audit attended this meeting hosted by the Auditor General of
Papua New Guinea.



The purpose of this meeting, alongside other PASAI governing board members, from New
Zealand, Palau, Kiribati, PNG and Tuvalu, was to review the Pacific Regional Audit Initiative
under the Pacific Plan and to plan the PASAI Secretariat’s work programme for the
2010/2011 period. The funding for these programmes is funded by the Asian Development
Bank and AusAid.

INTOSAI Governing Board Meeting
16-17 November 2009, Cape Town, South Africa

The 59™ meeting of the INTOSAI Governing Board was held in Cape Town, South Africa
from November 16 to 17, 2009. The Auditor General of South Africa hosted the meeting in
his capacity as organizer of the coming XX INCOSALI that will also be held in South Africa in
November 2010.

The participants of the 59™ meeting of the Governing Board signed an INTOSAI resolution to
incorporate the Lima and Mexico Declarations in international law which will contribute
considerably throughout the world to making government activities more efficient and citizen-
oriented for the sake of good governance as well as contribute to the attainment of the
Millennium Development Goals. This resolution offers the opportunity to the INTOSAI
members to approach their corresponding national and international entities in a way to
guarantee its successful implementation.

The Organization of Supreme Audit Institutions of Portuguese Speaking Countries (CPLP)
was accepted as associate member of INTOSAL

Furthermore the Governing Board resolved to propose to INCOSAI XX in 2010 the SAI of
China as the Governing Board’s candidate to host INCOSAI XXI in 2013.

The chairs of the Goal Committees 1 — 4 as well as the INTOSAI Sub-Committees, Working
Groups, Task Forces and Project-groups presented their extensive work — among others a
large number of ISSAIs and INTOSAI GOVs for presentation to the XX INCOSAI — and
clearly expressed their intention to concentrate in the future on the implementation of the
ISSAIs and INTOSAI GOVs.

Regarding the INTOSAI communication a communication plan, a first draft of a Guideline
for INTOSAI Communication and a survey on the communication requirements of the
INTOSALI regions were announced for the near future. Furthermore a folder on this year’s
priority theme, the independence of SAls und and a new edition of the Lima and Mexico
Declarations in one booklet were presented.

The Governing Board decided that the General Secretariat would organize at the end of May
2010 a conference in Vienna to strengthen external public auditing in the INTOSAI regions.
Participants will be a large number of representatives of international organisations and
institutions as well as representatives of the seven INTOSAI Regional Working Groups and
parliamentarians. The conference should transmit generally accepted values of SAI
independence, information on existing INTOSAI Standards and Guidelines, ISSAIs and their
implementation and practical application in the regions taking also into account the issue of
fighting corruption.



5. AUDIT AWARENESS INITIATIVES

Financial Audit Client Survey
July 2008 saw the introduction of a client survey for all financial audits to encourage
communication from clients in respect to areas where we could improve our services in the
future. Surveys completed to 31 December 2009 have provided very positive feedback and
also useful suggestions and we are currently building these suggestions into our 2008
financial audit approach.



FINANCIAL AUDITS REPORTS & RESPONSES -
SIGNIFICANT ISSUES IDENTIFIED

The findings and recommendations contained in the Management Reports issued by the Audit
Office are summarised and attached as follows:

1.  AID MANAGEMENT DIVISION (AMD) MINISTRY OF
FINANCE & ECONOMIC MANAGEMENT — SPECIAL
PURPOSE AUDIT



RESPONSE TO THE SPECIAL PURPOSE AUDIT: AID
MANAGEMENT DIVISION (AMD) MINISTRY OF FINANCE
& ECONOMIC MANAGEMENT

The Management Report: Special Purpose Audit — Aid Management Division (AMD)
Ministry of Finance & Economic Management was issued on 16 December 2009 to the
following:

Garth Henderson, Manager, AMD

Sir Terepai Maoate KBE, DPM & Minister for MFEM & Audit
Sholan Ivaiti, Financial Secretary

Navy Epati, PSC Comtnissioner

Marie Francis, Chairperson of PERC

Attached is a letter from Garth Henderson, Manager, AMD, dated 31 December 2009, in
response to recommendations addressed in the above report.



2.  FINANCIAL INTELLIGENCE UNIT 30 JUNE 2008
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RESPONSE TO THE FINANCIAL AUDIT FOR FINANCIAL
INTELLIGENCE UNIT 30 JUNE 2008

The Management report for Financial Inteiligence Unit 30 June 2008 year end audit was
issued on 3 November 2009 to the following:

Bob Williams, Head of Financial Intelligence Unit
Sir Terepai Maoate KBE, DPM & Minister for Audit
Sholan Ivaiti, Financial Secretary

Navy Epati, PSC Commissioner

Marie Francis, Chairperson of PERC

Attached is a letter from Bob Williams, Head of Financial Intelligence Unit, dated 5
November 2009, in response to recommendations addressed in the above report.



3. MINISTRY OF FINANCE & ECONOMIC MANAGEMENT
(MFEM) 30 JUNE 2008
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RESPONSE TO THE FINANCIAL AUDIT FOR MINISTRY
OF FINANCE & ECONOMIC MANAGEMENT (MFEM) 30
JUNE 2008

The Management report for Ministry of Finance & Economic Management (MFEM) 30
June 2008 year end audit was issued on 16 December 2009 to the following:

Sholan Ivaiti, Financial Secretary, MFEM

Sir Terepai Macate KBE, DPM & Minister for MFEM & Audit
Navy Epati, PSC Commissioner

Marie Francis, Chairperson of PERC

Teu Teulilo, Acting Operations Manager, MFEM

Attached is a letter from Sholan Ivaiti, Financial Secretary, MFEM, dated 31 December
2009, in response to recommendations addressed in the above report.



4. MINISTRY OF JUSTICE 30 JUNE 2008
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RESPONSE TO THE FINANCIAL AUDIT FOR MINISTRY
OF JUSTICE 30 JUNE 2008

The Management repott for Ministry of Justice 30 June 2008 year end audit was issued
on 10 December 2009 to the following:

Mark Short, Secretary of Justice

Sir Terepai Maoate KBE, DPM & Minister for Audit
Hon Kete loane, Minister for Justice

Sholan Ivaiti, Financial Secretary

Navy Epati, PSC Commissioner

Matie Francis, Chairperson of PERC

Attached is a letter from Mark Short, Secretary of Justice, dated 6 January 2010, in
response to recommendations addressed in the above report.



5.
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OFFICE OF THE DEPUTY PRIME MINISTER 30 JUNE
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RESPONSE TO THE FINANCIAL AUDIT FOR OFFICE OF
THE DEPUTY PRIME MINISTER 30 JUNE 2008

The Management report for Office of the Deputy Prime Minister 30 June 2008 year end
audit was issued on 29 October 2009 to the following:

Mr Ratu Mato, Chief Executive Officer

Sir Terepai Maoate KBE, DPM & Minister for Audit
Sholan Ivaiti, Financial Secretary

Navy Epati, PSC Commissionet

Marie Francis, Chairperson of PERC

Attached is a letter from Mr Ratu Mato, Chief Executive Officer, dated 20 November
2009, in response to recommendations addressed in the above report.



6. PARLIAMENT OF THE COOK ISLANDS 30 JUNE 2008
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RESPONSE TO THE PARLIAMENT OF THE COOK
ISLANDS 30 JUNE 2008

The Management report for the Parliament of the Cook Islands 30 June 2008 year end
andit was issued on 27 November 2009 to the following:

Nga Valoa, Clerk of Parliament

Hon Kete Ioane, Minister responsible for Parliament
Sir Terepai Maoate KBE, DPM & Minister for Audit
Sholan Ivaiti, Financial Secretary

Navy Epati, PSC Commissioner

Marie Francis, Chairperson of PERC

Attached is a letter from Nga Valoa, Clerk of Parliament, dated 11 December 2009, in
response to recommendations addressed in the above report.
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PERFORMANCE AUDITS, SPECIAL REVIEWS &
INVESTIGATIONS — SIGNIFICANT ISSUES IDENTIFIED

The findings and recommendations contained in the Performance Audits, Special Reviews &
Investigations reports issued by Audit are summarised in the following:

1. REVIEW OF THE GOVERNMENT RESPONSE BY
CRITICAL AGENCIES TO THE TSUNAMI WARNING ON 29™
SEPTEMBER 2009
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RESPONSE TO THE SPECIAL REVIEW REPORT: REVIEW
OF THE GOVERNMENT RESPONSE BY CRITICAL
AGENCIES TO THE TSUNAMI WARNING ON 29™
SEPTEMBER 2009

The Audit Report relating to the Special Review Report: Review of the Government
Response by Critical Agencies to the Tsunami Warning on 29™ September 2009, was
issued on 9 December 2009 to the following:

Hon §ir Terepai Maoate KBE, DPM, Minister of Finance & PERCA
Hon Jim Marurai, Prime Minister & Minister of Police

Hon Robert Wigmore, Minister of Tourism

Hon Kete Ioane, Minister of Crown

Hon Tangata Vavia, Minister of Crown

Hon Ngamau Munokoa, Minister of Crown

Maara Tetava, Commissioner of Police

Arona Ngari, Director, Meteorological Services

Marie Frances, Chairperson, PERC

Navy Epati, Public Service Commissioner

Charles Carlson, Director, Emergency Management Cook Islands
Mac Mokoroa, Chief of Staff, Office of the Prime Minister

s & & & 9 2 * 9 2 8 B

Attached are letters in response to recommendations addressed in the above report:

» Hon Jim Marurai, Prime Minister, dated 9" December 2009

e Charles Carlson, Director, Emergency Management Cook Islands, dated 6 January
2010 |
e Mac Mokoroa, Chief of Staff, Office of the Prime Minister, dated 18 January 2010

Audit notes that as at the date of print of this report, no further responses have been
received by our office.



2. AUDIT REVIEW OF THE REMUNERATION OF
ALLOWANCES TO PUBLIC SERVANTS OR CROWN
SERVANTS SERVING ON BOARDS, COMMITTEES AND ANY
OTHER STATUTORY POSITION (JUDICIARY, ELECTORAL,
ETC) IN A SECONDARY CAPACITY TO THEIR PRIMARY
PUBLIC SERVICE/SECTOR EMPLOYMENT
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RESPONSE TO THE SPECIAL REVIEW REPORT: AUDIT
REVIEW OF THE REMUNERATION OF ALLOWANCES TO
PUBLIC SERVANTS OR CROWN SERVANTS SERVING ON
BOARDS, COMMITTEES AND ANY OTHER STATUTORY
POSITION (JUDICIARY, ELECTORAL, ETC) IN A4
SECONDARY CAPACITY TO THEIR PRIMARY PUBLIC
SERVICE/SECTOR EMPLOYMENT

The Audit Report relating to the Special Review Report: Audit Review of the
Remuneration of Allowances to Public Servants or Crown Servants serving on Boards,
Committees and any other Statutory Position (Judiciary, Electoral, etc) in & secondary
capacity to their Primary Public Service/Sector Employment, was issued on 18
December 2009 to the following:

Hon Sir Terepai Maoate KBE, DPM, Minister of Finance & PERCA
Hon Jim Marurai, Prime Minister & Minister responsible for OPSC
Hon Ngamau Munokoa, Minister of the Crown

Hon Kete loane, Minister of the Crown

Hon Tangata Vavia, Minister of the Crown

Hon Robert Wigmore, Minister of the Crown

Navy Epati, Public Service Commissioner

Sholan Ivaiti, Financial Secretary

Tingika Elikana, Solicitor General

Vaine Mokoroa, Chief of Staff, OPM

Janet Maki, Ombudsman

Marie Francis, Chairperson, PERC
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Audit notes that as at the date of print of this report, no responses have been received by
our office.



3. REVIEW OF THE BANK OF COOK ISLANDS — MANIHIKI
ISLAND BRANCHES
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RESPONSE TO THE SPECIAL REVIEW REPORT: REVIEW
OF THE BANK OF COOK ISLANDS — MANIHIKI ISLAND

BRANCHES

The Audit Report relating to the Special Review Report: Review of the Bank of Cook
Islands — Manihiki Isiand Branches, was issued on 5 October 2009 to the following:

Vaine Arioka, Managing Director, Bank of the Cook Islands
Hon Sir Terepal Maoate, Minister of Finance & PERCA
Hon Tangata Vavia, Minister of CIIC

Sholan lvaiti, Financial Secretary

Marie Francis, Chairperson, PERC

Attached is a letter from Mii Mataora for Vaine Arioka, Managing Director, dated 9
Qctober 2009, in response to recommendations addressed in the above report.



4. REVIEW OF THE BANK OF COOK ISLANDS — PENRHYN
ISLAND BRANCH
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RESPONSE TO THE SPECIAL REVIEW REPORT: REVIEW
OF THE BANK OF COOK ISLANDS — PENRHYN ISLAND
BRANCH

The Audit Report relating to the Special Review Report: Review of the Bank of Cook
Islands — Penrhyn Island Branch, was issued on 5 October 2009 to the following:

Vaine Arioka, Managing Director, Bank of the Cook [slands
Hon Sir Terepai Maoate, Minister of Finance & PERCA
Hon Tangata Vavia, Minister of CIIC

Sholan Ivaiti, Financial Secretary

Matie Francis, Chairperson, PERC

Attached is a letter from Mii Mataora for Vaine Arioka, Managing Director, dated 9
October 2009, in response to recommendations addressed in the above report.






5. REVIEW OF THE BANK OF COOK ISLANDS -
PUKAPUKA ISLAND BCI BRANCH
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RESPONSE TO THE SPECIAL REVIEW REPORT: REVIEW
OF THE BANK OF COOK ISLANDS - PUKAPUKA ISLAND
BRANCH

The Audit Report relating to the Special Review Report: Review of the Bank of Cook
Islands — Pukapuka Island Branch, was issued on 5§ October 2009 to the following:

Vaine Arioka, Managing Director, Bank of the Cook Islands
Hon Sir Terepai Maoate, Minister of Finance & PERCA
Hon Tangata Vavia, Minister of CIIC

sholan Fvaiti, Financial Secretary

Marie Francis, Chairperson, PERC

Attached is a letter from Mii Mataora for Vaine Arioka, Managing Director, dated 9
October 2009, in response to recommendations addressed in the above repot.



6. REVIEW OF THE BANK OF COOK ISLANDS -
RAKAHANGA ISLAND BRANCH
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RESPONSE TO THE SPECIAL REVIEW REPORT: REVIEW
OF THE BANK OF COOK ISLANDS — RAKAHANGA ISLAND
BRANCH

The Audit Report relating to the Special Review Report: Review of the Bank of Cook
Islands — Rakahanga Island Branch, was issued on 5 October 2009 to the following:

Vaine Arioka, Managing Director, Bank of the Cook Islands
Hon Sir Terepai Maoate, Minister of Finance & PERCA
Hon Tangata Vavia, Minister of CIIC

Sholan Ivaitt, Financial Secretary

Marie Francis, Chairperson, PERC

4 & 4 & %

Attached is a letter from Mii Mataora for Vaine Arioka, Managing Director, dated 9
October 2009, in response to recommendations addressed in the above report.






7. COOK ISLANDS WOMEN COUNSELLING CENTRE -
PUNANGA TAUTURU INCORPORATED (PTI) 30 JUNE 2009
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RESPONSE TO THE SPECIAL REVIEW REPORT: COOK
ISLANDS WOMEN COUNSELLING CENTRE — PUNANGA
TAUTURU INCORPORATED (PTI) 30 JUNE 2009

The Audit Report relating to the Special Review Report: Cook Islands Women
Counselling Centre — Punanga Tauturu Incorporated (PTI) 30 June 2009, was issued on
27 November 2009 to the following:

o Vaine Arioka, President, Cook Islands Women Counselling Centre — Punanga Tauturu
Incorporated

Hon Sir Terepai Maoate KBE, Minister of Finance & PERCA

Sholan Ivaiti, Financial Secretary

Garth Henderson, Manager, Aid Management Division

Julie Affleck, NZAID Manager, New Zealand High Commission (Rarotonga)

Marie Francis, Chairperson, PERC

Audit notes that as at date of print of this report, no responses have been received by our
office.



