
 

 

 

INDEPENDENT AUDITOR’S REPORT 
 

To the Minister of Finance and Treasury 

Report on the Financial Statements of the Solomon Islands Government for the year 
ended 31 December 2015 in accordance with Cash Basis IPSAS.  

Pursuant to section 108(3) of the Constitution, I am required under the International Public 
Sector Accounting Standards: Financial reporting under the Cash Basis of accounting to audit 
the financial statements of the Solomon Islands Government as at 31 December 2015 which 
comprise the: 

 Consolidated Statement of Cash Receipts and Payments, 
 Statement of Comparison of Budget and Actual Amounts, 
 Notes to and forming part of the financial statements. 

 

Permanent Secretary for the Ministry of Finance and Treasury’s Responsibility for the 
Financial Statements 

The Permanent Secretary of the Ministry of Finance and Treasury (MOFT) is responsible for 
the preparation and fair presentation of these financial statements in accordance with an 
applicable financial reporting framework. The 2015 Solomon Islands Government accounts 
have been prepared in accordance with the requirements established under the International 
Public Sector Accounting Standards  (IPSAS) [Financial Reporting under the Cash Basis of 
Accounting] as required by the Interim Financial Instructions 2014. 

The Solomon Islands Government also provided to me accounts prepared under the reporting 
requirements of the Public Financial Management Act (PFMA Act) 2013. These are subject 
to a separate Independent Auditor’s Report.  

The Permanent Secretary is responsible for such internal control as is necessary to enable the 
preparation of financial statements that are free from material misstatements, whether due to 
fraud or error. 

Auditors’ responsibility 

My responsibility is to express an opinion on these financial statements based on the audit. 
The audit was conducted in accordance with the International Standards in Auditing. Those 
standards require that the auditor comply with ethical requirements and that the auditor plan 



and perform the audit to obtain reasonable assurance about whether the financial statements 
are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend upon the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation of the financial statements in 
order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control. An 
audit also includes evaluating the appropriateness of the accounting policies used and the 
reasonableness of accounting estimates made by management, as well as the overall 
presentation of the financial statements. 

However, because of the significant matters described in the Basis for Disclaimer of Opinion 
paragraph, I have not been able to obtain sufficient and appropriate audit evidence to provide 
a basis for an audit opinion in accordance with the International Standards on Auditing. 

Basis for Disclaimer of Opinion 

The basis for disclaimer of opinion of the 2015 Financial Statements is attributed to the 
following: 

Missing supporting documents for procurement, expenditure and imprests 

There were missing supporting documents for procurement and expenditure for 2015 
financial year. Extensive testing of payments at the Ministry of Finance and Treasury was 
carried out and of the sample of 127 payments valued at $337,085,825; 57 payment vouchers 
($208,674,239) were not located. This is 45% in number and 62% in value. 

As a result, I was unable to verify the completeness and accuracy of these payments made. 

Bank reconciliations not performed or not completed 

OAG performed a review of the system generated printouts titled SIG Bank Reconciliation 
Report contained in the financial statement working paper file and observed that several key 
bank accounts do not reconcile and many bank accounts have large values of unadjusted 
differences dating back as far as the beginning of 2011. The unadjusted differences total 
hundreds of millions of dollars. In addition, many bank accounts controlled by the ministries 
have not been reconciled, or there is no evidence of independent check of reconciliations 
performed. 

As a result, I was unable to verify the accuracy of the general ledger and the recording of 
receipts and payments. 

Lack of interface reconciliations in key revenue systems 

It was noted that there was no interface reconciliations in revenue systems, where the cashier 
prepares an excel spreadsheet and a clerk enters the amount into AX as journal to process the 
revenue transaction batch without checking the correctness of the spreadsheet or the data 
input to ensure accuracy in AX input. 



Accordingly, I was not able to determine the accuracy of receipts and revenue in the AX 
ledgers. 

Lack of interface reconciliations in payroll system 

OAG noted that there is lack of interface reconciliations in the payroll system between 
AURION and AX for each pay run. Furthermore, reliance cannot be placed on payroll system 
as payroll documents worth $989,255,788.46 were not located for review. As a result, I was 
unable to verify payroll expenditure in the general ledger. 

Financial statements not prepared in accordance with Cash Basis IPSAS 

OAG noted that the financial statements were not prepared fully in accordance with Cash 
Basis IPSAS. The following were identified as needing to be addressed to improve 
presentation and disclosure:  

 About 80% of the disclosure of the financial statement does not comply with Cash 
Basis IPSAS mandatory part 1.  

 The Statement of Receipts and Payments does not include all cash received and paid 
and all bank balances of SIG. 

 Figures in the column Payments by Third Parties are not actually paid by Third 
Parties but through the MOFT general ledger. These figures should be in the 
Controlled column. MOFT has not identified amounts that have been paid directly by 
donors and NGOs. 

 Statement of Comparison of Budget and actual amount lack explanatory notes of 
material variances as required in section 1.9.12 of the Cash Basis IPSAS reporting 
framework. 

 Additional information required to be disclosed under PFMA s77 (h) and (i) should be 
disclosed as Notes. 

 Need to disclose donor funds received and not expended that may only be used for 
certain purposes. Need to disclose the amounts and the purposes. 

 Need to disclose the change in format of financial statements under the new PFMA 
requirements 

 Statement of Arrears of Revenue is materially understated as significant amount of 
revenues arrears are not fully accounted for and disclosed in AFS. 

 The title of the Consolidated Statement of Receipts and Payments incorrectly suggest 
that financial statements are consolidated. There is only a Note disclosure that they 
are not consolidated. 

 

Inadequate supporting documentation for some assets and liabilities 

OAG noted that there is inadequate supporting documentation for some assets and liabilities. 
I am not able to confirm the balance sheet amounts as they appear in the 2015 Financial 
Statements. 
 

Incorrect classification of debt 

OAG Noted that STL Compensation Special Fund was an actual debt as at 31 December 
2015, therefore this should have been classified as Debt and not a Contingent Liability. 



 

 

Lack of financial statements for Special Funds 

Section 22 of the PFMA Act require financial statements to be prepared for Special Funds, 
and that they be submitted to the Auditor General for audit. Only the Civil Aviation Special 
Fund financial statements have been presented to the Auditor General. However, the receipts 
and payments in the Civil Aviation Special Fund financial statements differ materially from 
the amounts disclosed in the Statement of Special Funds. Accordingly, I was not able to 
verify the accuracy of the balances as they appear in the Statement of Special Funds. 

Disclaimer of opinion 

Because of the significance of the matters described in the Basis for Disclaimer of Opinion 
paragraph, I have not been able to obtain sufficient appropriate audit evidence to provide a 
basis for an audit opinion.  Accordingly, I do not express an opinion on the financial 
statements of the Solomon Islands Government for the financial year ended 31 December 
2015. 

 

 

Peter Lokay      Office of the Auditor General 
Auditor General     Solomon Islands 
 
16 April 2019 
 
































