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Minister Responsible for the

Office of Public Expenditure Review Committee and Audit

Honourable Sir

Pursuant to Section 33 of the Public Expenditure Review Committee and Audit Act 1995-96,
I have the honour to submit my 3rd Quarter Report on the operations of the Audit Office for
the period 1 January 2010 to 31 March 2010.

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 third 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 January 2010 to 31 March 2010.

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 16 financial audit reports and 1 special review reports.

1. CROWN AUDIT

To enable the consolidation of all ministries and crown funded agencies into the 30 June 2008
Cook Islands Government Financial Statements, a total of 21 ministry audits are scheduled to
be completed by 30 June 2010. This deadline has been moved from 30 April 2010 as a result
of the unscheduled ministerial support office clearance audits conducted this quarter. Of the
21 outstanding audits, 7 ministries (including Aid Management Division and Civil List) have
not submitted their 30 June 2008 accounts to MFEM.

The Financial Audit team are progressing well towards meeting this deadline while the
MFEM Crown accounts team will need a estimated 8 weeks to complete the consolidation
and submit CIAO with accounts to audit. It is envisaged that the consolidated Crown audit
will be completed and signed of by 19 November 2010.

In October 2009, the Director of Audit appointed Hamish Weir, New Zealand Chartered
Accountant, as Audit Manager — Crown and SOEs. Hamish will be managing the Crown
accounts team this year under the supervision of Elizabeth Tommy, Senior Audit Manager.

2.  FINANCIAL AUDITS

During the period 1 January 2010 to 31 March 2010, a total of sixteen financial audit reports
were completed. Eight of these reports related to the year end 30 June 2008, four reports
related to the year end 30 June 2009, three reports related to the period ending 12 January
2010 and one report related to the period ending 11 January 2010. The audits for the Deputy
Prime, Minister — Sir Terepai Maoate, Office of the Minister Kete Ioane, Office of the
Minister Tangata Vavia and Office of the Minister Mau Munokoa were conducted as a result
of these minister’s resigning from their offices. The financial audit reports completed
included:



Business Trade Investment Board (BTIB) 30 June 2008
Cook Islands Tourism Marketing Corporation (CITMC) 30 June 2008
Manihiki Island Administration (MIA) 30 June 2008
Office of the Deputy Prime Minister — Sir Terepai Maoate 30 June 2009
Office of the Deputy Prime Minister — Sir Terepai Maoate 11 January 2010
Office of the Minister Kete loane 30 June 2008
Office of the Minister Kete loane 30 June 2009
Office of the Minister Kete loane 1 July 2009 — 12 January 2010
Office of the Minister Ngamau Munokoa 30 June 2008

. Office of the Minister Ngamau Munokoa 30 June 2009

. Office of the Minister Ngamau Munokoa 12 January 2010

. Office of the Minister Tangata Vavia 30 June 2009

. Office of the Minister Tangata Vavia 1 July 2009 — 12 January 2010

. Office of the Public Service Commissioner (OPSC) 30 June 2008

. Palmerston Island Administration 30 June 2008

. Pukapuka / Nassau Island Administration 30 June 2008
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3. PERFORMANCE AUDITS, SPECIAL REVIEWS &
INVESTIGATIONS

During the period 1 January 2010 to 31 March 2010, a total of one Audit Report was
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 is the
Performance Audit, Special Review and Investigation completed by the Office in the first
quarter:

1. Review into CIIC for the Telecom Sports Arena Seating Apparatus Purchases from
China

4. TRAINING INITIATIVES
IN-COUNTRY

Cook Islands Audit Office In-House Training Program
IPSAS 1: Financial Statement Disclosures — Tuesday 26 January 2010

The first in house training programme for 2010 was held in the MFEM boardroom and was
attended by all financial audit staff. Hamish Weir, Audit Manager Crown & SOEs presented
an educational and enlightening session on the international accounting standard setting
bodies and the practical application and implications for CIAO of the Financial Statement
disclosures required by International Public Sector Accounting Standard (IPSAS) 1.

Team Leader Training



Edgewater Resort — 2" & 3" March 2010

A two day workshop on “Team Leader Training” was conducted at the Edgewater on the 2™
and 3™ March 2010. This was presented by Mr David Henton on behalf of Management
Learning Associates Ltd. Precious Ramirez from the Audit Office, attended this workshop.
The workshop covered the following areas:

Qualities of a Team Leader (includes but not limited to):
e Person with integrity and credibility
e Competent

Good listener and good speaker

Responsible

Understanding/Patient

Open Minded/Respect other peoples differences

Team Performance Potential Profile and Action Plan:
e Know your goals and objectives — specific, measurable, attainable, relevant, time-
bounded
Determine specific actions required
Asses if it is working
Determine obstacles to overcome
Determine what help is available
Determine benefits or if goals are achieved

Importance of Coaching and Feedback:

It focuses on the important issues

It is the most direct way of communicating expectations
It is quick, immediate and pays off

Increases self motivation

Aids your credibility as a leader

People know how they are doing and if change is needed
People in the workplace feel involved

It is a guideline for improving performance

Helps employees to understand that it is their own responsibility to correct
performance and that they have ownership of the problem

One way of presenting feedback is through a performance review. Remember to place
emphasis on the future, how do we move forward from here, and objectives for the next
period (30% history and 70% future).

The art of effective feedback is to present it in a positive and constructive way that it will
leave the recipient feeling open, eager to have another go and receptive to the suggested

recommendations for improvement.

A quote from William James in relation to the above says “The deepest principle of human
nature is the craving to be appreciated.”

Solving Staff Conflicts:



e Build Rapport — smile, 70% eye contact, be conscious of your body language and on
what you say, do not invade personal space, make the person feel important

e Get the facts — don’t make assumptions, listen to the staff member, be open-minded
and understand/respect that people have their own perspective, ask if there is anything
else, and summarize for understanding

e Discuss Solutions — ask the team member for ideas or suggestions, work with reality,
be open and honest, and check for understanding

e Take Action — Develop an action plan together, thank the team member, and leave the
team member inspired and wanting to do even better

Importance of Delegation:

Leaders could concentrate on more important tasks
Provide room for growth on subordinates
Efficiency and Effectiveness of work

Less stress

Delegation: Basic Steps
e Select the task
Choose the person
Instruct, coach and support — refer to the diagram below
Monitor Progress
Review

Professional Presentations Workshop
Edgewater Resort — 3" March 2010

A one day workshop on “Professional Presentations” was conducted at the Edgewater on
Thursday 3™ March 2010. This was presented by Mr David Henton on behalf of Management
Learning Associates Ltd. Margret Numanga and Alouise Kado Rakanui from the Audit
Office, attended the workshop.

The workshop centred on putting together a highly professional presentation and being able to
grab and hold an audience’s attention for the duration of your presentation.

In the morning, each participant was given an opportunity to do a 40 second impromptu
presentation. This allowed Mr Henton to critically evaluate each person’s performance. It was
very interesting (and hilarious) to have Mr Henton draw our attention to things we
subconsciously did during our presentations.

The rest of the morning and early afternoon was spent learning different methods and ways of
grabbing and holding an audience’s attention. This involved both theory and practical
examples.

Our new found skills were then put to the test. The participants were divided into two groups
and had to do a presentation to a fictitious Japanese financier, in a bid to receive $50 million
funding for any project that the group decided on. Our presentations certainly showed marked
improvements from the ones given in the morning.



On the whole, the workshop was presented in an enjoyable, well structured format that
allowed participants to pick up much needed skills that would help us with all our future
presentations.

The Cook Islands Strategic Implementation Planning (Sip) Framework Workshop
Edgewater Resort - 24 & 25 March 2010

Maria Taripo-Teaurima, Investigator, Special Reviews Division attended the above workshop
on behalf of the Cook Islands Audit Office that was held at the Edgewater Resort over a two
day period.

The emphasis of the Workshop was to “assist key Government Agencies and Ministries in the
Cook Islands involved in the implementation of the Cook Islands Anti-Money Laundering
and Combating the Financing of Terrorism (AML/CFT) regime, to prioritise
recommendations contained in the Asia Pacific Group (APG) and the Offshore Group on
Banking Supervision (OGBS) Mutual Evaluation Report (MER) adopted by the APG Plenary
in July 2009 in Brisbane, Australia and to develop a National Strategic Implementation Plan
for the Cook Islands”.

Participants to the workshop were drawn from the relevant key agencies and ministries
involved in AML/CFT such as FIU, FSC, Police, Customs, Immigration and Audit.
Unfortunately there was no representative from the Crown Law and Justice although they
were invited.

The Workshop was privileged to have Mr Eliot Kennedy, Deputy Secretary, APG Secretariat
and Mr Michael Petty, AFP Law Enforcement Officer, AMLAT as the overseas facilitators.
The local facilitators were Mr Bob Williams, Head of FIU, Mr Walter Henry, Senior
Intelligence Officer, FIU and Ms Lourdes Engracia, Senior Supervisor, FSC.

Participants were distributed copies of the Mutual Evaluation Reports, Financial Action Task
Force (FATF) Recommendations and the SIP. Participants were also expected to
complete/refine the templates provided during the workshop and to prepare and present an
Implementation Plan at the end of the Workshop to their heads of ministries.

INTERNATIONAL

Meeting Regarding Seating Apparatus from Dafeng Sports Equipment Ltd, China
9-11 February 2010, Wellington, New Zealand

As a result of an “Audit Review into the Management Performance of the Chief Executive
Officer of CIIC” having been carried out, specific concerns were raised with regard to the
total costing of seating arrangements for the Telecom Sports Arena (TSA).

In February 2010 the Director of Audit travelled to Wellington and met with the Head of the
Economic & Commercial Office of the Embassy of the People’s Republic of China in NZ and
the Attache Commercial, with the purpose of investigating whether or not the Cook Islands



Government, through CIIC, received value for money from Dafeng Sports Equipment Ltd for
the retractable seats and temporary seating installation.

It was expressed that the price for the seating apparatus may have been overcharged and the
Counsellor assured that he would enquire with the China Civil Engineering & Construction
Corporation (CCECC) company officials and the Dafeng Sports Equipment Ltd officials and
report back with the specific information relating to the purchases price.

An enquiry was also made regarding the Cook Islands Government loan details for the Pacific
Mini Games (PMG) from the People’s Republic of China, the Counsellor stated that this may
not be made available as the CIIC has such records. On return to the Cook Islands, CIIC
informed the Director of Audit that all loan disbursements were made in China and at this
stage, the PMG loan ledger balances cannot be disclosed as the information is not available
here.

Audit is still waiting for information from the Counsellor on the seating apparatus for the
TSA. Since CIIC cannot produce an up to date PMG China loan ledger balance, the Audit
Office will write to the Chinese Government for this important information and liaise with the
Acting Finance Secretary on this matter.

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 March 2010 have provided very positive feedback and also
useful suggestions and we are currently building these suggestions into our 2008/2009
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.  BUSINESS TRADE INVESTMENT BOARD (BTIB) 30
JUNE 2008
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RESPONSE TO THE FINANCIAL AUDIT FOR BUSINESS
TRADE INVESTMENT BOARD (BTIB) 30 JUNE 2008

The Management report for Business Trade Investment Board (BTIB) 30 June 2008 year
end audit was issued on 18 March 2010 to the following:

Terry Rangi, Chief Executive Officer (CEO)

Hon Robert Wigmore, Deputy Prime Minister & Minister for BTIB
Hon Wilkie Rasmussen, Minister for Finance & Audit

Kevin Carr, Acting Financial Secretary

Navy Epati, PSC Commissioner

Marie Francis, Chairperson of PERC

James Beer, Chairman, BTIB Board

Attached is a letter from Terry Rangi, Chief Executive Officer, dated 31 March 2010, in
response to recommendations addressed in the above report.



2. COOKISLANDS TOURISM MARKETING CORPORATION
(CITMC) 30 JUNE 2008
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RESPONSE TO THE FINANCIAL AUDIT FOR COOK
ISLANDS TOURISM MARKETING CORPORATION (CITMC)
30 JUNE 2008

The Management report for Cook Islands Tourism Marketing Corporation (CITMC) 30
June 2008 year end audit was issued on 20 January 2010 to the following:

John Dean, CEQ, Cook Islands Tourism Marketing Corporation
Hon Robert Wigmore, DPM & Minister for Tourism

Hon Wilkie Rasmussen, Minister for Audit

Sholan Ivaiti, Financial Secretary

Navy Epati, PSC Commissioner

Marie Francis, Chairperson of PERC

Audit notes that as at the date of print of this report, no response has yet been received by
out office.



3.  MANIHIKI ISLAND ADMINISTRATION (MIA) 30 JUNE
2008
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RESPONSE TO THE FINANCIAL AUDIT FOR MANIHIKI
ISLAND ADMINISTRATION (MIA) 30 JUNE 2008

The Management report for Manihiki Island Administration (MIA) 30 June 2008 year
end audit was issued on 22 January 2010 to the following:

Lazaro Samson, Acting [sland Secretary

Hon William Heather, Minister for Outer Islands
Hon Apii Piho, Member of Parliament for Manihiki
Hon Wilkie Rasmussen, Mimister for Audit

Sholan Ivaiti, Financial Secretary

Navy Epati, PSC Commissioner

Marie Francis, Chairperson of PERC

Attached is a letter from Lazaro Samson, Island Secretary, dated 15 February 2010, in
response to recommendations addressed in the above report.



4. OFFICE OF THE DEPUTY PRIME MINISTER — SIR
TEREPAI MAOATE 30 JUNE 2009

5. OFFICE OF THE DEPUTY PRIME MINISTER — SIR
TEREPAI MAOATE 1 JULY 2009 - 11 JANUARY 2010
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RESPONSE TO THE FINANCIAL AUDIT FOR OFFICE OF
THE DEPUTY PRIME MINISTER — SIR TEREPAI MAOATE
30 JUNE 2009 & 11 JANUARY 2010

The Management report for Office of the Deputy Prime Minister — Sir Terepai Maoate 30
June 2009 year end & 11 January 2010 audits were issued on 16 March 2010 to the
following:

Trina Pureau, Chief Executive Officer, Office of the DPM — Hon Robert Wigmore
Hon Robert Wigmore, Deputy Prime Minister

Hon Wilkie Rasmussen, Minister of Finance and Audit

Kevin Carr, Acting Financial Secretary

Navy Epati, PSC Commissioner

Marie Francis, Chairperson of PERC

Attached is a letter from Trina Pureau, Chief Executive Officer, dated 19 March 2010, in
response to recommendations addressed in the above report.



6. OFFICE OF THE MINISTER HONOURABLE KETE
IOANE 30 JUNE 2008
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RESPONSE TO THE FINANCIAL AUDIT FOR OFFICE OF
THE MINISTER HON KETE IOANE 30 JUNE 2008

The Management report for Office of the Minister Hon Kete loane 30 June 2008 year end
audit was issued on 18 January 2010 to the following: '
Ken Buchanan, Chief Executive Officer

Hon Apii Piho, Minister of Justice

Hon Wilkie Rasmussen, Minister for Audit

Sholan Ivaiti, Financial Secretary

Navy Epati, PSC Commissioner

Marie Francis, Chairperson of PERC

Audit notes that as at the date of print of this report, no response has yet been received by
our office.



7. OFFICE OF THE MINISTER KETE IOANE 30 JUNE 2009

8. OFFICE OF THE MINISTER KETE IOANE 1 JULY 2009 —
12 JANUARY 2010
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RESPONSE TO THE FINANCIAL AUDIT FOR OFFICE OF
THE MINISTER HON KETE IOANE 30 JUNE 2009 &
PERIOD ENDING 12 JANUARY 2010

The Management report for Office of the Minister Hon Kete Joane 30 June 2009 year end
and period ending 12 January 2010 audits were issued on 2 March 2010 to the following:

K.en Buchanan, Chief Executive Officer
Hon Apii Piho, Minister of Justice

Hon Wilkie Rasmussen, Minister for Audit
Kevin Carr, Financial Secretary

Navy Epati, PSC Commissioner

Marie Francis, Chairperson of PERC

Audit notes that as at the date of print of this report, no response has yet been received by
our office.



9. OFFICE OF THE MINISTER NGAMAU MUNOKOA 30
JUNE 2008

10. OFFICE OF THE MINISTER NGAMAU MUNOKOA 30
JUNE 2009

11. OFFICE OF THE MINISTER NGAMAU MUNOKOA 1
JULY 2009 - 12 JANUARY 2010
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RESPONSE TO THE FINANCIAL AUDIT FOR OFFICE OF
THE MINISTER NGAMAU MUNOKOQOA 30 JUNE 2008, 30
JUNE 2009 & THE PERIOD 1 JULY 2009 — 12 JANUARY 2010

The Management report for the audits for Office of the Minister Ngaumau Munokoa 30
June 2008, 30 June 2009 year ends and the period 1 July 2009 — 12 January 2010 was
issued on 10 March 2010 to the following:

Tere Taio, Chief Executive Office (CEO)

Hon William Heather, Minister for MOIP

Hon Wilkie Rasmussen, Minister of Finance & Audit
Kevin Carr, Financial Secretary

Navy Epati, PSC Commissioner

Marie Francis, Chairperson of PERC

s & & & & @

Attached is a letter from Tere Taio, Chief Executive Officer, dated 16 March 2010, in
response to recommendations addressed in the above report.



12. OFFICE OF THE MINISTER TANGATA VAVIA 30 JUNE
2009

13. OFFICE OF THE MINISTER TANGATA VAVIA 1 JULY
2009 — 12 JANUARY 2010
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RESPONSE TO THE FINANCIAL AUDIT FOR OFFICE OF
THE MINISTER TANGATA VAVIA 30 JUNE 2009 & THE
PERIOD 1 JULY 2009 — 12 JANUARY 2010

The Management report for Office of the Minister Tangata Vavia 30 June 2009 year end
audit and the period 1 July 2009 — 12 January 2010 was issued on 24 February 2010 to
the following:

Vaine Teokotai, Chief Executive Officer

Hon Wilkie Rasmussen, Minister of Finance & Audit
Sholan Ivaiti, Financial Secretary

Navy Epati, PSC Commissioner

Marie Francis, Chairperson of PERC
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Attached is a letter from Vaine Teokotai, Office of the Minister of Finance & Economic
Management, PERCA & Attorney General, dated 5 March 2010, in response to
recommendations addressed in the above report.



14. OFFICE OF THE PUBLIC SERVICE COMMISSION
(OPSC) 30 JUNE 2008
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RESPONSE TO THE FINANCIAL AUDIT FOR OFFICE OF
THE PUBLIC SERVICE COMMISSIONER (OPSC) 30 JUNE
2008

The Management report for Office of the Public Service Commissioner (OPSC) 30 June
2008 year end audit was issued on 8 February 2010 to the following:

Priscilla Maruariki, Chief Executive Officer, OPSC
Hon Jim Marurai, Prime Minister & Minister for OPSC
Hon Wilkie Rasmussen, DPM & Minister for Audit
Sholan Ivaiti, Financial Secretary

Navy Epati, PSC Commissioner

Marie Francis, Chairperson of PERC

Attached is a letter from Priscilla Maruariki, Chief Executive Officer (OPSC), dated 16
February 2010, in response to recommendations addressed in the above report.



15. PALMERSTON ISLAND ADMINISTRATION 30 JUNE 2008
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RESPONSE TO THE FINANCIAL AUDIT FOR
PALMERSTON ISLAND ADMINISTRATION (PIA) 30 JUNE
2008

The Management report for Palmerston Island Administration 30 June 2008 year end
audit was issued on 26 March 2010 to the following:

Tere Marsters, Island Secretary

Hon William Heather, Minister for Quier Islands

Hon Wilkie Rasmussen, Minister for Finance & Audit
Hon Albert Nicholas, MP for Palmerston

Kevin Carr, Acting Financial Secretary

Navy Epati, PSC Commissioner

Marie Francis, Chairperson of PERC

Attached is a letter from Tere Marsters, Acting Island Secretary, dated 7 April 2010, in
response to recommendations addressed in the above report.



16. PUKAPUKA /NASSAU ISLAND ADMINISTRATION 30
JUNE 2008
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RESPONSE TO THE FINANCIAL AUDIT FOR PUKAPUKA /
NASSAU ISLAND ADMINISTRATION (PNIA) 30 JUNE 2008

The Management report for Pukapuka / Nassau Island Administration 30 June 2008 year
end audit was issued on 26 March 2010 to the following:

Lewutope Katoa, Island Secretary

Hon William Heather, Minister for Outer Islands

Hon Wilkie Rasmussen, Minister for Finance & Audit
Hon Vai Vaipeua, MP for Pukapuka

Kevin Carr, Acting Financial Secretary

Navy Epati, PSC Commiissioner

Marie Francis, Chairperson of PERC

Attached is a letter from Lewutope Katoa, Island Secretary, dated 7 April 2010, in
response to recommendations addressed in the above report.



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 INTO CIIC FOR THE TELECOM SPORTS
ARENA SEATING APPARATUS PURCHASES FROM CHINA
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RESPONSE TO THE SPECIAL REVIEW REPORT: REVIEW
INTO CIIC FOR THE TELECOM SPORTS ARENA, SEATING
APPARATUS PURCHASES FROM CHINA

The Audit Report relating to the Special Review Report: Review into CIIC for the
Telecom Sports Arena, Seating Apparatus from China, was issued on 26" Febroary
2010 to the following:

Hon Wilkie Rasmussen, Minister of Finance & PERCA
Hon Robert Wigmore, Minister of CIIC

Tapi Taio, Chairman, CIIC

Kevin Carr, Acting Financial Secretary, MFEM

Lloyd Miles, Acting CEOQ, CIIC

Navy Epati, Public Service Commissioner

Marie Francis, Chairperson, PERC

Tingika Elikana, Solicitor General

Audit notes that a response to this report was not required,



