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Preface

This report was prepared under Regional Technical Assistance (RETA)
5980: Diagnostic Study of Accounting and Auditing Practices in Selected

Developing Member Countries for the Asian Development Bank (ADB) by
Francis B. Narayan, Lead Financial Management Specialist, ADB; Sarath
Lakshman Athukorala, Financial Management Specialist, ADB; Barry C.
Reid, Consultant, ADB and Lynette Simpson (on temporary secondment
from the Office of the Auditor General).

This report describes accounting and auditing arrangements in the
Republic of the Fiji Islands (Fiji Islands), identifies deficiencies in those
arrangements, and presents recommendations to address those deficiencies.
It is part of the ADB series of country Diagnostic Studies of Accounting
and Auditing (DSAAs). In 2000, DSAAs were completed and published
for Cambodia, Mongolia, Pakistan, Papua New Guinea, People’s Republic
of China, Uzbekistan, and Viet Nam. In 2001-02, DSAAs were prepared
for five further countries, including Fiji Islands.

The contents of the draft report were discussed and debated with
representatives from the Government, the accountancy profession, the
private sector and international organizations at a workshop held at Suva
on 6-7 February 2002. The issues and recommendations were further
discussed at an international workshop at ADB headquarters in Manila on
5-6 March 2002.

This report should be read in conjunction with the Summary Report,
which identifies and examines selected issues in relation to accounting
and auditing.1

The authors would like to offer their appreciation to the numerous
officials and agencies that gave up their valuable time and made materials
available during the course of the research. In particular we would like to
thank: Peter N. King (Director, Pacific Operations Division, ADB) and
Samiuela T. Tukuafu (Financial Management Specialist, ADB) for
moderating the Manila workshop session at which this report was
discussed; and Sila Kotobalavu (Permanent Secretary for Finance), Thuy
Mellor (Financial Management Specialist, ADB) and Dhiraj L. Hemraj
(Partner, PricewaterhouseCoopers) for their support and guidance.

Our special appreciation is to Eroni Vatuloka (Auditor General) and
Paula Uluinaceva (Acting Director, Budget Management, Ministry of

1 ADB. 2002. Accounting and Auditing Practices in Selected Developing Member Countries: A
Diagnostic Study of Azerbaijan, Fiji Islands, Marshall Islands, Philippines and Sri Lanka.  Manila: ADB.
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Finance and National Planning) for their involvement throughout the study
and their representation at the Manila workshop.

For further information, please visit ADB’s website at www.adb.org
or contact:

Sarath Lakshman Athukorala
Financial Management Specialist
Asian Development Bank
6 ADB Avenue
Mandaluyong City, Metro Manila
P. O. Box 789
0980 Manila, Philippines

Tel. (632) 632-6626
Fax: (632) 636-2365
E-mail: slathukorala@adb.org
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ADB Diagnostic Studies of Accounting and Auditing

T he Asian Development Bank (ADB) publishes this series to:
  (i) provide reference materials on accounting and auditing for

government officials, ADB officials, officials from other donor agencies, and
other interested parties; (ii) identify potential actions that the participating
government and/or the accounting profession can take to rectify weaknesses,
in partnership with donor agencies where appropriate, and (iii) provide the
participating country with a benchmark against which to measure their
progress in improving financial management and governance arrangements.

Orders can be placed with the Publications Information Center,
Office of External Relations, ADB, P.O. Box 789, 0980 Manila Philippines.
The reports may also be downloaded from www.adb.org.

Summary Reports

Accounting and Auditing Practices in Selected Developing Member Countries
(DMCs): A Diagnostic Study of Azerbaijan, Fiji Islands, Marshall Islands,
Philippines, and Sri Lanka. 2002.

Financial Management and Governance Issues in Selected Developing Member
Countries (DMCs): A Study of Cambodia, People’s Republic of China,
Mongolia, Pakistan, Papua New Guinea, Uzbekistan, and Viet Nam. 2000.

Individual Reports: By ADB Region

All ADB DMCs are listed by region. Economies for which a DSAA has been prepared
are bolded and the year of publication is shown in brackets:

East and Central Asia: Azerbaijan (2002); People’s Republic of China (2000);
Hong Kong, China; Kazakhstan; Kyrgyz Republic; Republic of Korea;
Mongolia (2000), Tajikistan; Taipei,China; Turkmenistan; and Uzbekistan
(2000).

Mekong: Cambodia (2000), Lao People’s Democratic Republic, Myanmar;
Thailand, Viet Nam (2000).

Pacific: Cook Islands, Democratic Republic of East Timor, Fiji Islands (2002),
Kiribati, Republic of the Marshall Islands (2002), Federated States of
Micronesia, Nauru, Papua New Guinea (2000), Samoa, Solomon Islands,
Tonga, Tuvalu, Vanuatu.

South Asia: Afghanistan, Bangladesh, Bhutan, India, Maldives, Nepal, Pakistan
(2000), Sri Lanka (2002).

 Southeast Asia: Indonesia, Malaysia, Philippines (2002), Singapore.
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CURRENCY EQUIVALENTS

( as at 31 March 2002 )

Currency Unit – Fiji Dollar (F$)
F$1.00 – $0.44723

$1.00 – F$2.2360

ABBREVIATIONS

AASC Accounting and Auditing Standards Committee
ACAG Australasian Council of Auditors General
ADB Asian Development Bank
ASCPA Australian Society of Certified Practising Accountants
AusAID Australian Agency for International Development
CAP Country Assistance Plan
CAPA Confederation of Asian and Pacific Accountants
CFAA Country Financial Accountability Assessment
CMDA Capital Markets Development Authority
CPA Certified Public/Practicing Accountant
CPE Continuing Professional Education
CPP Certificate of Public Practice
DMC Developing Member Country
ED Exposure Draft
EFTS Equivalent Full-Time Students
FAPS Fiji Auditing Practice Statement
FAS Fiji Accounting Standard
FDB Fiji Development Bank
FDI Foreign Direct Investment
FIA Fiji Institute of Accountants
FIRCA Fiji Islands Revenue and Customs Authority
FIT Fiji Institute of Technology
FMR Financial Management Reform
FNPF Fiji National Provident Fund
FNTC Fiji National Training Council
FSA Fiji Standard on Auditing
GATS General Agreement on Trade in Services
GDP Gross Domestic Product
GNP Gross National Product
IAASB International Auditing and Accounting Standards Board
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IAPC International Auditing Practices Committee
IAPS International Auditing Practice Statement
IAS International Accounting Standard
IASB International Accounting Standards Board
IASC International Accounting Standards Committee
ICANZ Institute of Chartered Accountants of New Zealand
IEG International Education Guideline
IES International Education Standard
IFAC International Federation of Accountants
IMF International Monetary Fund
INCOSAI International Conference of Supreme Audit Institutions
INTOSAI International Organization of Supreme Audit Institutions
IOSCO International Organization of Securities Commissions
IPSAF Institute of Public Sector Accountants of Fiji
IPSAS International Public Sector Accounting Standard
ISA International Standard on Auditing
ISAR Intergovernmental Working Group of Experts on Inter-

national Standards of Accounting and Reporting of the
UNCTAD

JICA Japan International Cooperation Agency
LIFO Last-in First-out
MOFANP Ministry of Finance and National Planning
MPEAPSR Ministry of Public Enterprises and Public Sector Reform
MQR Minimum Qualification Requirement
NBF National Bank of Fiji
NLTB Native Land Trust Board
NZAID New Zealand Agency for International Development
NZSA New Zealand Society of Accountants
OAG Office of the Auditor-General
OECD Organisation for Economic Cooperation and Development
PDMC Pacific Developing Member Country
PFMA Public Finance Management Act
PFTAC Pacific Financial Technical Assistance Center
PIER Pacific Islands Economic Report
PSC Public Service Commission
RBF Reserve Bank of Fiji
RETA Regional Technical Assistance
ROSC Report on the Observance of Standards and Codes
RTA Registered Tax Agent
SAI Supreme Audit Institution
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SOE State-owned Enterprise
SPASAI South Pacific Association of Supreme Audit Institutions
TA Technical Assistance
TRB Tax Registration Board
UN United Nations
UNCTAD United Nations Conference on Trade and Development
UNDP United Nations Development Programme
US United States
USAID United States Agency for International Development
USP University of the South Pacific
WTO World Trade Organization

Notes

( i ) The fiscal year of the Government ends on 31 December.
( ii ) In this report, $ refers to US dollars.
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EXECUTIVE SUMMARY

Executive Summary

Background

The Fiji Islands are located in the south-west Pacific Ocean. Seventy
percent of Fiji Islanders reside on the large island of Vitu Levu. The

Fiji Islands became a British colony in 1874 and around 60,000 indentured
laborers were brought from India in 1879–1916 to work in the sugarcane
fields.

The country’s population is now around 811,000 and mainly comprises
(indigenous) Fijians (50 percent) and Indo-Fijians (45 percent). The Fiji
Islands became independent from Britain in 1970. In 1987, a military-backed
coup d’état removed an elected government from office. Although
democracy was restored in 1999, an Indo-Fijian-led government was forced
from office in May 2000. Democracy was again restored at the end of 2001.

Since 1987, emigration levels have been extremely high: particularly
of skilled and professional personnel. More than 70,000 people emigrated
in the aftermath of the 1987 coup, 90 percent of these were Indo-Fijians.
Emigration increased significantly following the events of May 2000.

While the Fiji Islands is one of the most developed Pacific Island
economies, it remains a developing country with a large subsistence
agriculture sector. Tourism has expanded rapidly since the early 1980s and
is now the leading economic activity. Other significant sectors include sugar
and garments; each accounts for about one-quarter of export revenues.

The government-owned National Bank of Fiji (NBF) nearly collapsed
in the mid-1990s. The subsequent government bailout, while politically
inevitable, cost the economy dearly. NBF’s collapse was largely due to poor
supervision and poor corporate governance.

Aside from political uncertainty, the key economic management issues
include the instability of the sugar industry due to expiring land leases
and the expected cessation of the Lomé Agreement, poor productivity in
the sugar industry, and uncertainty in the garment industry over the future
of preferential trading agreements with Australia.

Challenges and Responses

The key to sustained development is substantially higher private
investment. Investment, has been very low in the Fiji Islands for many years:
private investment averaged only 5 percent of GDP in the 1990s. The major
constraints to Fiji Islands’ financial sector development have been identified

DSAA - Fiji.pmd 05/02/03, 3:12 PM1



DIAGNOSTIC STUDY OF ACCOUNTING AND AUDITING PRACTICES IN THE FIJI ISLANDS

2

as: (i) an inadequate economic environment; (ii) public sector domination;
(iii) excessive government regulation; (iv) land tenure and leasing problems;
(v) cultural and communal concerns; (vi) inadequate human resource skills;
(vii) considerable government intervention in the financial sector; (viii) a
need for standardized accounting practices; (ix) slow capital market
development; (x) money and bond market distortions; (xi); inadequate
market supervision; (xii) outdated corporate and bankruptcy laws;
(xiii) constraints on the Fiji Development Bank (FDB); (xiv) constraints
on microfinance; and (xv) education and training shortcomings.

With regards to the core public sector, accountability breakdowns
continue to make headlines. Most recently, it has been alleged that the
Agriculture Ministry has misused F$16 million. In particular, it appears
that civil servants ignored procurement, appropriation, and accounting rules.

The Government has publicly declared that curbing corruption and
other unethical behavior is an integral part of its effort to promote
transparency, integrity and good governance, and has announced several
responsive measures. Furthermore, among other things, the Government
announced—in the 2002 Budget Address and in the 2002 Economic and Fiscal
Update—that it would:
• Establish a Financial Intelligence Unit to counter money-laundering

practices.
• Reactivate the suspended Financial Management Reform (FMR)

program. These reforms will be phased over a number of years, taking
into account technical and human resource capability.

• Strengthen public enterprise reforms by continuing to divest
shareholdings in selected enterprises, and improving the efficiencies,
accountabilities and performances of public enterprises and statutory
agencies, through the Public Enterprise Act 1996 and the new Public Finance
Management Act (PFMA) 1999.

Accounting and Auditing in the Fiji Islands

Public sector-led growth was emphasized following independence in 1970.
Amidst growing dissatisfaction, the Fiji Islands began to move towards a
more open, market-oriented economy in the early 1990s. This move
provided impetus for better accounting arrangements and improved
financial disclosure.

The economic losses that were incurred when the NBF nearly
collapsed emphasized the importance of good financial disclosures, sound
corporate governance practices and robust banking supervision

DSAA - Fiji.pmd 05/02/03, 3:12 PM2



EXECUTIVE SUMMARY

3

arrangements. In response: (i) the supervision of financial institutions was
raised to international standards; (ii) a strengthened monitoring regime
has been introduced for public enterprises; and (iii) financial disclosure
requirements have been raised through the introduction of International
Accounting Standard (IAS) compliant accounting standards.

The ‘Fiji Islands’ Accounting System’ is strongly influenced by British
and more recently by international arrangements and practices. However,
many aspects of the system are dated. With regards to financial disclosure,
a recent study that examined compliance with Fiji Accounting Standards
(FASs) favorably concluded that:

“the extent of non-compliance identified in Fiji does not appear any greater
that than found in Australia, New Zealand, the United Kingdom and the
United States. This is in spite of a weak monitoring system and lack of
sanctions at the disposal of the Fiji Institute of Accountants (FIA).” 2

The effectiveness of accounting and auditing arrangements is
undermined by the ongoing emigration of skilled accounting personnel—
this trend accelerated following the events of May 2000. Consequently,
many accountancy positions are vacant or are filled with less-than-suit-
ably-qualified and experienced personnel. The problem is particularly acute
in the core public sector, which is generally unable to pay accountants at
prevailing market rates.

The Auditor General heads the Office of the Auditor General (OAG),
which is the Supreme Audit Institution (SAI) of the Fiji Islands. To be
effective, an SAI must be staffed with well-qualified and experienced
professionals. The Ministry of Finance and Planning (MOFANP) and the
Public Service Commission (PSC) have supported the OAG’s efforts to
strengthen its capacity—the OAG now offers competitive pay rates—at
least for entry-level positions. Moreover, the Minimum Qualification
Requirement (MQR) for OAG auditors has been raised—all recent OAG
recruits are accounting graduates. The Auditor General actively encourages
existing staff to undertake tertiary studies and professional training. These
efforts have been successful—whereas the OAG employed just three
graduates in 1996, 70 percent of staff now hold qualifications. The Auditor
General intends that all staff will be qualified by 2003.

2 Pathik, Kushilliya. December 1999. Extent of Non-compliance with Fiji Accounting Standards:
A Survey of Public Companies and Statutory Authorities. University of the South Pacific:
Unpublished Manuscript. p. iv.
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Professional Infrastructure

The Public Accountants Registration Board was established in 1963 to
register and supervise accountants. But it had limited supervisory powers
and was ineffective in developing the Fiji Islands’ accountancy profession.
Registered accountant numbers grew from just 13 in 1963 to only 40 by
1970. In response to lobbying from practicing accountants, the Government
approved the Fiji Institute of Accountants (FIA) Act 1971.

The FIA was subsequently established and now has around 500  mem-
bers in six categories: chartered accountants in public practice, chartered
accountants, provisional members, affiliate accountants, licensed
accountants and student members.

The Institute conducts continuing professional education (CPE)
activities and has recently reached agreement with the Australian Society
of Certified Practising Accountants (ASCPA) and the Institute of Chartered
Accountants of New Zealand (ICANZ) on CPE course delivery within the
Fiji Islands. Furthermore, the FIA Annual Congress—which was first held
in 1973—is not only a landmark event on the Fiji Islands’ business and
government calendar, but also provides almost half of the Institute’s revenue.

Today, despite its small size and limited resources, the Institute has
developed into a strong and effective professional body. Its success is
attributable to a small hard core of dedicated professionals with extensive
support from the larger accountancy firms.

But the Fiji Islands’ accountancy profession faces two major
challenges. First, not only does the continued emigration of qualified
accountants—which accelerated after the events of May 2000—have
considerable social and economic implications, it also directly affects FIA’s
ability to maintain critical mass and saps the Institute’s resources. Second,
globalization has brought about major changes in professional requirements
and in accounting and auditing standards. While these changes are largely
transitory, the FIA must respond within its limited resources. To this end,
the Institute has developed, and started implementing, a Corporate Plan.
The Plan details six key result areas and associated action plans.

Registered Tax Agents (RTAs) are registered with the Tax Registration
Board (TRB) of the Fiji Islands Revenue and Customs Authority (FIRCA)
and advise clients on taxation matters. Some RTAs also provide
accountancy services to small businesses. However, RTA qualification
requirements are currently quite low, but FIA—through its representation
on the TRB—is supporting moves to improve these requirements.
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The 1987 turmoil triggered an exodus of professionals from the Fiji
Islands’ public sector. In recognition of the need to strengthen public sector
financial management, significant efforts have been made in the past five
years to professionalize the government accounting cadre. The 1998
founding of the Institute of Public Sector Accountants of Fiji (IPSAF) is
one such initiative. IPSAF convenes an annual conference and provides
some support for professional training activities for members.

Accounting and Auditing Standards

The FIA began issuing non-mandatory Recommendations on Accounting Practice
shortly after its establishment. The first FAS was issued in 1976—by 1998,
there were 28 FASs. These FASs were primarily IAS-based, but had an
Australian or New Zealand influence where the Institute considered this
suitable for Fiji Islands’ conditions.

FIA’s Accounting and Auditing Standards Committee (AASC)
recommends the promulgation of accounting and auditing standards to
the Institute’s Council. The Council approves and promulgates standards.
In January 1999, the Council agreed (in principle) to adopt IASs and
International Standards on Auditing (ISAs) as the basis for completely
revised sets of Fiji Accounting and Auditing Standards. To this end, a
comparative review of IASs and FASs began in November 1999 and was
completed in 2001 with revised IAS-compliant FASs being issued.

Three FAS-related issues deserve attention. Other DMCs should be
encouraged to examine the Fiji Islands’ approach. First, the International
Accounting Standards Board (IASB) holds exclusive copyright over IASs.
In this respect, the FIA has negotiated a license for their usage. Second,
FASs include a section that clearly identifies differences from the IAS text.
Third, the IASB has been working on developing a differential financial
reporting regime since 1998—in the Fiji Islands, only the more complex
FASs apply to larger and publicly accountable organizations.

With the release of the revised FASs, priority has now shifted to
reviewing ISAs and International Auditing Practice Statements (IAPSs)
for their application in the Fiji Islands. By January 2002, the AASC had
reviewed 26 of the existing ISAs and IAPSs. The exercise should be
completed by December 2002 after which the AASC intends to realign Fiji
Standards on Auditing (FSAs) and Fiji Auditing Practice Statements
(FAPSs) with ISAs and IAPSs every three years.

DSAA - Fiji.pmd 05/02/03, 3:12 PM5



DIAGNOSTIC STUDY OF ACCOUNTING AND AUDITING PRACTICES IN THE FIJI ISLANDS

6

Education and Training

There is high and increasing demand for accountancy education—
particularly since the events of May 2000. Among other things, this reflects:
(i) well-paying employment positions that emigrants have vacated; and
(ii) the international acceptability of accountancy qualifications.

The Fiji Islands’ accountancy education infrastructure comprises three
key domestic institutions: the University of the South Pacific (USP), the
Fiji Institute of Technology (FIT) and the Fiji National Training Council
(FNTC). Each plays a different role.

Established in 1968, USP has 12 member countries: Cook Islands, Fiji
Islands, Kiribati, Marshall Islands, Nauru, Niue, Samoa, Solomon Islands,
Tokelau, Tonga, Tuvalu, and Vanuatu. USP’s distance education program
delivers academic courses throughout the member countries.

USP’s Department of Accounting and Financial Management is
recognized for its high academic standards: it offers undergraduate and
postgraduate degrees in accounting and financial management. While the
number of students being taught by the Department is increasing rapidly,
the Department faces problems filling vacancies—the net effect is that
Student-Staff ratios have deteriorated significantly in the past two years.

FIT provides technical and vocational education and training. FIT’s
School of Commerce had around 1,700 Equivalent Full Time Students
(EFTS) in 2001—there has been a noticeable increase in the number of
public sector accountants undertaking courses during the past four years.

FNTC is a tripartite body, comprising representatives from
government, employers and employee unions. FNTC contracts training
providers—such as Western Sydney Institute of Technology of NSW—to
provide a variety of accounting courses.

A plethora of foreign (mainly Australian and New Zealand) education
providers have established operations in the Fiji Islands. These institutions
offer technician-level accountancy qualifications. While the quality of
education offered by some of these institutions has been questioned—given
their small size and limited resources (for instance, library materials)—
their qualifications are extremely attractive due to the inherent emigration
possibilities.

In the public sector, the Government appears committed to
strengthening the qualifications and skills of accounting personnel. Civil
servants performing accounting duties must successfully complete public
service examinations prior to their employment or promotion. This
requirement is waived where the officer has a recognized academic
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qualification (for instance, a USP accountancy degree). The examination
syllabi differ from those for academic accountancy qualification.

In 2000, the Permanent Secretary for Finance established the Ministry
of Finance and National Planning (MOFANP) Training Committee on the
basis that “there is an urgent need to update the qualifications and skills of
existing staff especially in view of the upcoming reforms, technological
advancement and changing management needs. Strategically, they must
be equipped with appropriate skills and basic qualifications to enable them
to meet the challenges of professionalism with efficiency, effectiveness,
innovation and independence.” The Training Committee has developed a
Training Policy, but recognizes that a thorough training-needs analysis
must first be conducted to determine training requirements in relation to:
(i) organizational needs; (ii) occupational needs; and (iii) individual needs.

Government Budgeting and Accounting

The Fiji Islands has a large and pervasive public sector, with high and growing
public debt levels. The 2002 Budget signaled a significant loosening of fiscal
policy with the intention of supporting higher levels of economic growth.

A cash basis of accounting is used in central government. However,
the Government has signaled its intention to move to the accrual basis of
accounting in the medium term. To support improvements, the government
has procured, and is implementing SAP, a sophisticated computer system.
It will be progressively implemented over a period of some years.

The government accounting / finance cadre comprises several levels—
appointments and promotions are based upon experience and civil service
examinations (the examination requirement is waived where personnel
hold relevant academic qualifications). Few members of the accounting
cadre hold formal accounting qualifications and, as of 31 December 2001,
only 15 civil servants were full members of the FIA.

The Government is placing increased emphasis on training and has
indicated that significant numbers of accountants will be recruited and
deployed within the public sector. But, in addition to losing staff to overseas
emigration, the public sector must also compete with the private sector,
which also has a shortage of accountants and bookkeepers.

The key changes under the FMR program include: (i) the availability
of more accurate, reliable and timely information to support sound decision
making; (ii) new banking and cash management systems; and (iii) the
adoption of a new Public Finance Management Act (PFMA). The former Prime
Minister suspended the original FMR program in August 1999, ostensibly
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due to concerns about implementation capability and pace. The broad
strategy for revived FMR implementation is to implement the SAP software
on a cash basis and then gradually move to accrual accounting and
decentralization of input controls. However, the renewed FMR program
is not starting from scratch—when the program was suspended in 1999,
most ministries and departments had already prepared balance sheets and
forecast financial statements, and had specified and costed outputs.

Donor Assistance

In comparison to other Pacific Developing Member Countries (PDMCs),
the Fiji Islands is not heavily aid-dependent. Studies of aid-effectiveness
have reached differing conclusions. On one hand, a Pacific-wide review
contended, “… aid was judged to have been unsuccessful in facilitating
growth. Aid had supported large public sectors and involved TA that
financed line positions without leading to durable capacity building.” On
the other hand, a Fiji Islands-specific empirical analysis concluded that
bilateral aid, grant aid, and technical cooperation grants have had a significant
impact on economic growth in the Fiji Islands. Conversely, the same analysis
found that domestic resources did not contribute significantly to economic
growth in the Fiji Islands. Whatever the case, many assistance projects
were disrupted, curtailed or suspended following the events of May 2000.

To 31 August 2001, ADB had provided 13 loans totaling $161.1 million
and technical assistance (TA) grants totaling $18.9 million, since the Fiji
Islands joined ADB in 1970. ADB is supporting broad governance activities
through TA and loans. Directly relevant activities include:
• Ongoing support to the Pacific Financial Technical Assistance Center

(PFTAC). ADB provided $2.76 million support to PFTAC during
1994–2001.

• Proposed TA: 33129-01: Institutional Strengthening of the Capital Market
Development Authority (CMDA) and South Pacific Stock Exchange (SPSE)
($200,000). This project is intended to support the development of
an effective capital market in the Fiji Islands through building the
capacity of the CMDA and the SPSE.

• TA No. 3436: Fiji Development Bank (FDB) Review ($150,000: 2000–2002).
This TA will: (i) evaluate FDB performance and procedures;
(ii) identify operational obstacles; and (iii) provide recommendations
for future improvements to best match with government development
perspectives and to make FDB financially self-sustainable and
functioning within sound banking practices.
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• TA No. 3408: Preparation of a Medium-Term National Development Plan
($150,000: 2001–2002). This project is assisting the MOFANP to
prepare a medium-term national development plan that presents
government policies and strategies, together with performance
indicators. A secondary objective is to formulate a medium-term
capital expenditure program.

• TA No. 3391: Strengthening Debt Management ($150,000: 2000–2002). This
project is assisting the MOFANP to improve the debt management
function from macroeconomic, institutional, financial and data man-
agement perspectives.

• TA No. 3242: Public Enterprise Reform Program (Phase II) ($600,000:
2000). This TA supported public enterprise reform efforts, including
the development of capacity, particularly in accounting, financial
analysis, economics, commercial valuation, corporate governance and
privatization.

• TA No. 3155: Strengthening Public Enterprise Reform (Phase I) ($150,000:
1999–2000). This TA supported capacity building in the Department
of Public Enterprises concerning policy analysis, formulation and
execution capacities for public enterprise reforms.

• TA No. 2463: Institutional Strengthening of the OAG ($550,000: 1996–1997).
This project supported improvements to OAG procedures and
practices.

• TA No. 2399: Institutional Strengthening of Fiji Electricity Authority
(FEA)($450,000: 1995–1996). This TA supported an examination of
FEA’s operational efficiency before its corporatization and commer-
cialization.

The World Bank has not directly focused on improving financial
governance arrangements over the past few years. The United Nations
Development Programme (UNDP) has supported improvements to the
Fiji Islands’ aid coordination mechanism and contributes to the PFTAC.
The Suva-based PFTAC advises PDMCs on budget management, tax
administration, banking supervision, balance of payments, and national
accounts statistics. The International Monetary Fund (IMF) manages
PFTAC; funders include ADB, AusAID, IMF, NZAID and UNDP.

The Australian Agency for International Development (AusAID) is
supporting significant projects in the health, education, and community-
based sectors—these projects include aspects of financial management. In
relation to core financial governance, AusAID is providing long-term
assistance (1999–2004) to improve Fiji’s revenue base. Furthermore, the
Fiji Institute of Accountants’ Corporate Plan 2001-2006 was developed with
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assistance from AESOP Business Volunteers (partially supported by
AusAID).

The European Union (EU), through the National Indicative Program, is
concentrating on human resources development and environmental issues.
With regards to financial governance, EU is focusing on strengthening
vocational training institutes, and improving planning and management
capabilities in the national administration. The New Zealand Agency for
International Development (NZAID) provided support for the suspended
Financial Management Reform (FMR) program—particularly advice on the
development of the enabling legislation; the PFMA 1999.

Issues and Recommendations

This Diagnostic Study of Accounting and Auditing (DSAA) identifies issues
and recommendations that are associated with gaps or weaknesses in
accounting and auditing arrangements. These recommendations are
intended to supplement and support existing strategies and projects.
Where actions are already planned or underway—for instance, upgrading
information systems—no recommendations are made. Issues are separated
into: (i) those that are able to be resolved without external assistance; and
(ii) those that are better able to be resolved with external assistance.

The study concludes that while Fiji Islands’ accounting and auditing
arrangements compare well with those of other countries, improvements
could be made in two broad areas:
• Preemptive legislative and institutional actions would strengthen

financial reporting arrangements. These actions include enhancing
disclosure requirements and monitoring compliance with those
requirements.

• Together with other PDMCs, the Fiji Islands lacks appropriate
professional certifications for bookkeepers and accountants—
particularly those in the public sector. To this end, this study
recommends establishing appropriate Pacific-wide professional
certifications for bookkeepers and accountants.
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EXECUTIVE SUMMARY

I. Introduction

1. Study Background

The 1997-1998 Asian financial crisis exposed structural weaknesses in
 the banking and corporate sectors of affected countries owing largely

to poor governance, a lack of transparency, and weak supervision and
regulation.3

The Asian Development Bank (ADB) has been taking a number of
initiatives to assist Developing Member Countries (DMCs) to overcome
these structural problems. The focus on improved governance includes
enhancing the effectiveness of public administration and development
management at the sector level and in national institutions. Where
appropriate, institutional development of the local and provincial agencies
and the private sector is also covered. A sound regulatory financial
framework and its enforcement, capable institutions, skilled human
resources, and effective monitoring and supervision are important
prerequisites to an efficient financial structure.

In 2000, under ADB Regional Technical Assistance (RETA) 5877 4,
Diagnostic Studies of Accounting and Auditing (DSAAs) were prepared
and published for Cambodia, Mongolia, Pakistan, Papua New Guinea,
People’s Republic of China, Uzbekistan, and Viet Nam. ADB approved
RETA 5980—Diagnostic Study of Accounting and Auditing Practices in Selected
DMCs 5—for the purpose of carrying out initial studies to identify gaps and
weaknesses in accounting and auditing arrangements and to recommend
courses of action to overcome these problems. It extends the work
conducted under RETA 5877.

2. Objectives

ADB has demonstrated its stand on the importance of good governance,
through effective financial management, for sustained economic
development. This RETA involved a diagnostic review of the existing

3 Zhuang, Juzhong, David Edwards, David Webb and Ma. Virginita Capulong. 2000.
Corporate Governance and Finance in East Asia: A Study of Indonesia, Republic of Korea, Malaysia,
Philippines and Thailand. Manila: ADB.

4 Strengthening Financial Management and Governance in Selected DMCs.
5 For $230,000 approved on 20 March 2001.
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accounting and auditing support and standards available in the selected
DMCs. After carrying out this diagnostic review, the study assessed the
need for assistance to improve the current situation. Objectives were to:

( i ) assess the capability and capacity within each country to provide
efficient and effective accounting and auditing support to meet
international standards and best practices and address the issue
of training and capacity enhancement

( ii ) determine the existing accounting and auditing standards of
each selected country

( iii ) assess the degree of deviation from International Accounting and
Auditing Standards while identifying weaknesses and possible
corrective options

( iv ) discuss the fieldwork findings and introduce the concepts of
the international standards through workshops, and

( v ) determine the level and type of assistance needed by each
country in order to provide acceptable accounting and auditing
support to the private and public sectors.

3. Scope

The RETA involved an in-depth study of the key issues relating to
accounting and auditing support in the selected DMCs, identified gaps
and weaknesses that need to be addressed to improve accounting and
auditing support, and developed assistance programs in collaboration with
other donors to rectify the identified weaknesses. The Fiji Islands was one
of four countries that participated in the RETA.

4. Country Case Studies and Workshop

The first part of the study examined the current accounting and auditing
structure and systems adopted in the Fiji Islands. It also: (i) analyzed the
political, institutional, and regulatory and legal framework on accounting
and auditing practices and the level of enforcement of existing laws, rules
and regulations; (ii) identified gaps and weaknesses in accounting and
auditing support available and deviations from international standards;
and (iii) identified alternative options to remedy the identified weaknesses,
with the objective of eventually eliminating them.

The second part of this study disseminated the country research
findings through in-country workshops. Each workshop provided a cross-
section of views on the research findings and established ways to move
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forward to improve financial management and governance in the country.
After carrying out the assessment of accounting and auditing support in
the Fiji Islands, the study findings and recommendations were discussed
at a workshop in Suva on 6-7 February 2002, and at an international
workshop at ADB Headquarters in Manila on 5-6 March 2002. This report
incorporates feedback from both workshops. Appendix 3 provides further
information on the country case study and Suva workshop.

5. The Fiji Islands

General 6

The Fiji Islands are located in the south-west Pacific Ocean; about 1,800 km
north of New Zealand and 4,400 km southwest of Hawaii. The archipelago’s
332 islands are scattered over three million square kilometers. They range
in size from the large island of Vitu Levu—where 70 percent of the population
resides—to much smaller islands, of which only about 100 are inhabited.

European settlers began to establish plantations in the 1860s. This
precipitated disputes amongst the Fijian and European communities.
Following negotiations, the Fiji Islands became a British colony on
10 October 1874. Around 60,000 indentured laborers were brought from
India in 1879–1916 to work in the sugarcane fields. Voluntary migrants in
the 1920s and 1930s further boosted the Indo-Fijian population.

Fiji Islands’ population is now around 811,000 and mainly comprises
(indigenous) Fijians (50 percent) and Indo-Fijians (45 percent). Indo-Fijians
outnumbered indigenous Fijians from the late 1940s through until 1987.

The Fijian-dominated Alliance Party governed the country from
independence in 1970, until 1987. Following the April 1987 elections, an
Indo-Fijian-dominated political party (the National Federation Party) joined
with the New Labor Party to form the Government. The new Government
was greeted with widespread Fijian protests and—after a few weeks—
the Government’s leaders were deposed in a coup d’état on 14 May 1987.

6 Primary Sources:
• ADB. 2001.  Asian Development Outlook 2001: Manila: ADB.
• ADB. 2001.  Asian Development Outlook 2001 (Update): Manila: ADB.
• Fiji Online. 2002. About Fiji. www.fiji-online.com.fj
• Jones, Robyn and Leonardo Pinheiro. 1997 April. Fiji. 4th edition. Lonely Planet

Publications.
• US Department of State. February 2001. Background Note: Fiji: Bureau of East Asian

and Pacific Affairs.
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Sitiveni Rabuka, the coup d’état’s leader demanded protection of Fijian
rights and the entrenchment of Fijian political dominance. In response, a
state of emergency was declared and compromise arrangements were
negotiated. However, Mr Rabuka did not accept these arrangements and
staged a second coup d’état in September 1987. He reimposed military rule,
declared the Fiji Islands a republic and appointed a new civilian government.

Since 1987, emigration levels have been extremely high: particularly
of skilled and professional personnel. More than 70,000 people emigrated
in the aftermath of the 1987 coups, 90 percent of whom were Indo-Fijians.
A new Constitution—which concentrated power in Fijian hands—was
promulgated in July 1990. Elections restored civilian rule in May 1992.

An amended Constitution, emphasizing fundamental rights, freedoms
and representation was promulgated in July 1997. It vests executive
authority in the President who is appointed by the Bose Levu Vakaturaga
(Great Council of Chiefs). Parliament has an elected House of Represen-
tatives and a nominated Upper House or Senate. The House of Represen-
tatives comprises 71 members in 25 open seats and 46 communal seats.7

The Senate comprises 32 President-appointed members.8

Elections under the new constitution were held in May 1999. An Indo-
Fijian-dominated and led Government was subsequently formed. However,
in May 2000, a Fijian nationalist (George Speight) led a group of gunmen
who took the Prime Minister (Mahendra Chaudhry) and most other
Members of Parliament hostage. An eight-week standoff ensued, during
which time the President relieved Mr Chaudhry of his office (due to
incapacitation). The standoff was broken when the military seized power,
brokered a settlement, and then arrested Mr Speight when he violated its
terms—he is currently on trial for treason. The Bose Levu Vakaturaga and
the military appointed an interim civilian government in July 2000. Civilian
rule was restored by elections at the end of 2001.

With the continued expiration of land leases and the instability
surrounding the 2000 coup, an outflow of skilled workers is again being
reported.

While the Fiji Islands is one of the most developed Pacific Island
economies, it remains a developing country with a large subsistence
agriculture sector. Tourism has expanded rapidly since the early 1980s and

7 The 46 communal seats are allocated as follows: 23 for Fijians, 19 for Indo-Fijians, one
for Rotumans, and three for “Others”.

8 Of whom 14 are appointed on advice of the Bose Levu Vakaturaga, nine on the advice of
the Prime Minister, eight on the advice of the Leader of the Opposition, and one on
advice of the Council of Rotuma.
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is now the leading economic activity. The country’s largest exports are
sugar and garments; each accounts for about one-quarter of export
revenues. The garment industry developed rapidly with the introduction
of tax exemptions in 1988. Other important export crops include coconut
and ginger, although production levels of both are declining. The Fiji Islands
has extensive timber reserves and forestry has increased in importance since
the mid-1980s. The fishing industry is also important, both from export
and domestic consumption perspectives. In the mining and manufacturing
sectors, gold and silver are exported. Table 1 presents key indicators for
the Fiji Islands and other selected countries.

Table 1: Key Indicators for Selected ADB DMCs 9,10

Fiji Azer- Philip- Sri
Indicator Islands baijan pines RMI Lanka

General
Population (thousands, 2000) 811 8,049 78,400 52 19,359
Population density (people per km2, 2000) 44.0 93.0 263.0 282.0 295.0
Urban population (% of total, 2000) 42.3 57.3 58.6 71.9 23.6
Average annual population growth rate

(%, 1995-2000) 1.1 1.0 2.2 1.5 1.3

Social
Under-five mortality rate (per 1000, 1999) 18.0 16.0  31.0 63.0 15.0
Life expectancy at birth (years, 1999) 67.0 71.0 69.0 65.0 74.0
Adult literacy rate (15-yr+, %, 1999):

– Females 90.0 97 95.0 97.0 89.0
– Males 95.0 97 95.0 97.0 94.0

Population in poverty (%, 1995-99) 25.5 68.1 40.0 … 26.7
Human Development Index (1999) 0.76 0.74 0.75 0.56 0.74

Economic
Gross National Product (GNP)

($million, 1999) 1,848.0 3,705.0 77,967.0 99.0 15,578.0
GDP per capita ($, 2000) 1,978.0 654.0 959.0 1,890.0 842.0
GDP growth rate (%) – 2000 -9.3 11.4 4.0 -2.3 6.0

– 1999 9.6 7.4 3.4 0.8 4.3
– 1998 1.4 10.6 -0.6 -16.0 4.7
– 1997 -0.9 8.8 5.2 -9.4 6.3

Consumer Price Index (Annual % change, 2000) 1.1 1.9 4.4 -1.9 6.2
Fiscal Balance / GDP (%, 2000) … -1.0 -4.2 -35.5 -9.9
Total External Debt / GNP (%, 1999) 9.3 30.0 64.8 … 60.3

9 ADB. 2001. Key Indicators of Developing Asian and Pacific Countries. Volume XXXII. Manila:
ADB.

10 ADB. 2001. Asian Development Outlook 2001. Manila: ADB. pp. 139-140.
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Table 1: Key Indicators for Selected ADB DMCs (continued)

Fiji Azer- Philip- Sri
Indicator Islands baijan pines RMI Lanka

Official Development Flows
US$ million (1999) 23.2 207.2 295.0 62.9 343.6
Dollars per capita (1999) 28.6 25.7 3.8 1,219.0 17.7
Percentage of GNP (1999) 1.3 5.6 0.4 63.5 2.2

Increasing Poverty in the Fiji Islands

The 1997 Fiji Poverty Report found indications of growing poverty levels in
the Fiji Islands.11 Among other things the study concluded that: (i) the
proportion of households in poverty rose from 15 percent in 1977 to 25 per-
cent in 1990—with a marked rise in urban poverty; (ii) about 6 percent of
households were estimated to be facing absolute poverty, with weekly
household incomes of $19.10 or less; (iii) the poorest 20 percent of
households accounted for just over five percent of income, while the richest
20 percent accounted for 50 percent of income (compared with India’s
figures of 8.5 percent and 42.6 percent, respectively); and (vi) an estimated
23 percent of the population does not have access to safe water.

Recent Economic Trends and Challenges12

The government-owned National Bank of Fiji (NBF) nearly collapsed in
the mid-1990s. The subsequent government bailout, although inevitable
in political terms, cost the economy dearly. NBF’s collapse was largely due
to poor supervision and poor corporate governance.13

11 Government of Fiji and UNDP. 1997. Fiji Poverty Report. Suva, Fiji.
12 Primary Sources:

• ADB. 2001. Asian Development Outlook 2001. Manila: ADB
• ADB. 2001. Asian Development Outlook 2001 (Update). Manila: ADB.

13 NBF was subsequently split into NBF and Asset Management Bank (AMB). AMB was
specially formed to recover the bad loans of the former NBF. NBF was taken over by
Colonial Mutual Life Assurance Society Limited (CMLA) in February 1999, when the
bank was renamed Colonial National Bank (CNB). Currently, CMLA holds 51 percent
shares in CNB, with the rest being held by the Government (Volavola, Mereia and
Jitendra Singh. 2001 May. Country Paper Presented at ADB Workshop on
Strengthening Collection and Disclosure of Financial and Monetary Statistics. Reserve
Bank of Fiji Paper. p. 16).
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The effects of the Asian financial crisis contributed to substantial GDP
falls in 1997 and 1998. Growth returned in 1999, aided by a 20 percent
devaluation of the Fiji dollar.

However, the Fiji Islands’ economy contracted by 2.8 percent in 2000
reflecting the impact of political instability in May 2000 and the associated
widespread civil disorder and reactions of potential investors, tourists, and
the international community. Tourism shrank by around 30 percent, as
arrivals fell from the 1999 record level of 410,000 to about 280,000 in 2000.
Several major investment projects, including new tourism facilities, were
postponed. Many businesses suspended operations in response to looting and
property destruction, particularly in the main centers of Suva, Lautoka, and
Nadi. The international community’s responses included reduced aid flows,
imposition of diplomatic and trade sanctions, and travel advisories to tourists.
Government activities were also adversely affected, including basic services
such as power and water, and the operation of government departments.

The main exception to the drastic downturn was agriculture. A very
good sugar crop was harvested, after several poor crops. Labor market
conditions deteriorated in 2000: many people were laid off in the garment,
tourism, retail, and construction sectors, while wages fell generally, with
pay cuts in the private sector of 15–50 percent. The key challenge for the
Fiji Islands is to reduce political instability:

“Since the military coup of May 19, 2000, the island nation of Fiji has had a
rocky year politically. Economically, however, the country has fared better
than expected. Although GDP shrank by an estimated 9.3 percent in 2000
due to the country’s volatile political conditions, the economy has remained
relatively strong overall, and it is projected that GDP growth in 2001 will
be about one percent. Production of such goods as sugar, molasses, gold,
textiles, and clothing, as well as tourism and exports, all plummeted in 2000,
with exports falling by 20 percent according to the Asian Development Bank.

This latest political instability has renewed a history of military uprisings
that occurred during the 1980s. Taken together, these upheavals have
prevented the adoption of significant, long-lasting economic reform and
the achievement of sustained economic growth, even though the
government did manage to reduce taxes, cut its consumption of GDP, and
deregulate to some extent during the 1990s.” 14

14 O’Driscoll, Gerald P. Jr., Kim R. Holmes and Mary Anastasia O’Grady (Eds). 2002.
2002 Index of Economic Freedom. 8th Edition. New York: The Heritage Foundation and
The Wall Street Journal. p. 191.
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Aside from political instability, the key economic management issues
include the instability of the sugar industry due to expiring land leases
and the expected cessation of the Lomé Agreement, poor productivity in
the sugar industry, and uncertainty in the garment industry over the future
of preferential trading agreements with Australia.

On the assumption that the political crisis is resolved, the economy is
projected to grow by about 5 percent in 2002, driven by recoveries in
tourism, manufacturing, and construction. Agriculture, forestry, and
fisheries are forecast to show slow growth. Weak commodity prices,
industrial unrest in key sectors, trade sanctions, the uncertain future of
the garment industry, and negative tourism-related publicity are all key
elements in these forecasts.

6. Financial Governance: Issues and Challenges

The key to sustained development is substantially higher private
investment. Investment has been very low in the Fiji Islands for many years:
private investment averaged only 5 percent of GDP in the 1990s.15

A recent ADB study identified the key constraints to Fiji Islands’
financial sector development as being: (i) an inadequate economic
environment; (ii) public sector domination; (iii) excessive government
regulation; (iv) land tenure and leasing problems; (v) cultural and
communal concerns; (vi) inadequate human resource skills; (vii) consider-
able government intervention in the financial sector; (viii) a need for
standardized accounting practices; (ix) slow capital market development;
(x) money and bond market distortions; (xi) inadequate supervision;
(xii) outdated corporate and bankruptcy laws; (xiii) constraints on the
FDB; (xiv) constraints on microfinance; and (xv) education and training
shortcomings.16

To address these shortcomings, the study recommended: (i) improving
the environment for real sector growth to promote financial sector growth
by, amongst other things, addressing issues of outdated legislation and
overstaffed bureaucracies; (ii) improving the operations of the Native Land
Trust Board (NLTB); (iii) promoting sound, efficient financial systems and
strengthening supervisory systems; (iv) promoting effective competition
for foreign commercial banks; (v) reforming the FDB and the Fiji National

15 ADB. 2001. Asian Development Outlook 2001. Manila: ADB.
16 ADB. 2001. Financial Sector Development in the Pacific Developing Member Countries: Volume

One—Country Reports. Manila: ADB. pp. 50-56.
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Provident Fund (FNPF); (vi) developing the capital market;
(vii) strengthening the environment for microfinance; and (viii) strength-
ening and supporting the informal financial sector.

This study refers to these constraints and recommendations where
they relate to accounting and auditing arrangements. In particular, it
considers accounting practices, legislation, financial disclosures and market
supervision.

With regards to the core public sector, accountability breakdowns
continue to make headlines. Most recently, it has been alleged that the
Agriculture Ministry has misused F$16 million.17 In particular, it appears
that civil servants ignored procurement, appropriation and accounting rules.

The Government has publicly declared that curbing corruption and
other unethical behavior is an integral part of its effort to promote
transparency, integrity, and good governance.18 It has announced several
responsive measures, including:
• Establishing a new disciplinary unit to investigate alleged abuses. The

Unit will include the Public Service Commission (PSC) Secretary, the
Finance Permanent Secretary and the Solicitor General.

• Establishing a joint Civil Service Management Committee to consider audit
reports of the Auditor General and the Internal Audit Unit of the
Ministry of Finance and National Planning (MOFANP), and to make
recommendations to the PSC, the MOFANP and the State Law Office
on disciplinary actions to be taken against those liable and found guilty
of official corruption, misuse of government resources, and laxity in
job performance in the public service.

• Strengthening the human and other resources of the Internal Audit
Unit of the MOFANP to ensure that it performs effectively.

• Providing special powers to the MOFANP’s Internal Audit Unit to
undertake spot checks on government ministries, departments, offices
and agencies to ensure integrity and honesty of their systems and staff,
with special emphasis on those sections that administer and manage
government contracts, services and licenses.

• Closely coordinating responses between the Civil Service Management
Committee and the Internal Audit Unit in relation to reports of the
Auditor General and the Public Accounts Committee, to ensure that

17 Sydney Morning Herald. 2002. Fiji Government Dogged By Agricultural Scandal. 16 January.
18 Qarase, Laisenia (Prime Minister of the Republic of the Fiji Islands). 2002. A Pledge

Honored, and Promises Fulfilled. Newspaper advertisement published in the Fiji Times.
29 January.
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responsible officers take appropriate corrective measures or face
disciplinary action.

• Emphasizing training workshops for all government accounting
officers to reinforce the need for strict adherence to rules and regula-
tions, procedures and requirements relating to financial management
and control.

Furthermore, among other things, the Government announced—in the 2002
Budget Address19 and in the 2002 Economic and Fiscal Update 20—that it would:
• Establish a Financial Intelligence Unit to counter money-laundering

practices.
• Reactivate the suspended Financial Management Reform (FMR)

program. These reforms will be phased over a number of years, taking
into account technical and human resource capabilities.

• Strengthen public enterprise reforms:
o Improve the efficiencies, accountabilities and performances of

public enterprises and statutory agencies, through the Public
Enterprise Act 1996 and the new Public Finance Management Act (PFMA).

o Continue to divest its shareholdings in selected enterprises.

7. ADB Focus on Financial Governance in the Fiji Islands

ADB released its Pacific Strategy in September 2000. The Strategy groups the
Fiji Islands together with the Cook Islands, Federated States of Micronesia
(FSM), Samoa, and Tonga. This grouping is based on these countries’ higher
skills base, good long-term growth prospects, moderate resource potential,
strong tourism potential, high international labor mobility, generally good
social development indicators, and low poverty.

In relation to this group, ADB intends focusing on physical infrastruc-
ture and private sector development to promote economic growth. In terms
of policy reform, particular emphasis will be given to removing bottlenecks
or impediments to private sector investment and growth.21

ADB’s particular medium-term focus for the Fiji Islands is to stimulate
economic growth by encouraging private sector development and export-

19 Kubuabola, Jone Y. (Minister for Finance and National Planning). 2001 November 9.
2002 Budget Address: Building Confidence for Sustained Growth. Government of the
Fiji Islands.

20 MOFANP. 2001 November 9. Economic and Fiscal Update: Supplement to the 2002 Budget
Address. Government of the Fiji Islands.

21 ADB. September 2000. A Pacific Strategy for the New Millennium. Office of Pacific
Operations. Manila: ADB. p. 28.
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oriented activities that support job creation. This will involve enhancing
public sector reforms, supporting the establishment and functioning of an
efficient financial sector and capital market, promoting corporatization
and commercialization of public sector enterprises, selecting public sector
investments for infrastructure development and poverty reduction, and
addressing environment and natural resource management concerns.22

The Pacific Strategy also emphasizes regional priorities. In relation to
financial governance, these include: 23

• Regional Stock Exchanges. The economies of some PDMCs are so
small that they cannot support an indigenous capital market. Only
Papua New Guinea (PNG) and the Fiji Islands have their own stock
exchanges, and these remain relatively small. Yet, promoting capital
investment in the region is critical to the growth of these economies.
ADB is investigating the possibility of linking the stock exchanges in
PNG and the Fiji Islands, and expanding this linkage through the
Internet to smaller PDMCs.

• Public Sector Management. ADB is already working with the ADB
Institute on a Public Sector Executive Management Program wherein
senior public servants get the opportunity to work together and share
their experience with public sector reform in their countries. ADB
also supports the Pacific Financial Technical Assistance Center
(PFTAC) in association with the International Monetary Fund (IMF),
with the objective of providing ongoing technical assistance (TA) to
the PDMCs in the areas of fiscal management and public sector reform.
Further opportunities in this area of exchange will be explored.

8. International Guidelines and Surveillance 24

The international community is supporting the development of guidelines,
standards, and codes to assess financial management and governance
practices (see Table 2). This report compares Fiji Islands’ arrangements
and practices against these benchmarks.

These guidelines, standards and codes—to varying extents—all

22 ADB. 2001. Annual Report 2000. Manila: ADB.
23 ADB. September 2002. A Pacific Strategy for the New Millennium. Office of Pacific Operations.

Manila: ADB. p. 30.
24 Narayan, Francis B., Ted Godden, Barry Reid, and Maria Rosa Ortega. 2000.  Financial

Management and Governance Issues in Selected Developing Member Countries: A Study of Cambodia,
People’s Republic of China, Mongolia, Pakistan, Papua New Guinea, Uzbekistan, and Viet Nam.
Manila: Asian Development Bank. pp. 12-13.

DSAA - Fiji.pmd 05/02/03, 3:12 PM21



DIAGNOSTIC STUDY OF ACCOUNTING AND AUDITING PRACTICES IN THE FIJI ISLANDS

22

involve accounting and auditing arrangements. Furthermore, in an attempt
to identify and avoid potential crises before they occur, the IMF and the
World Bank have together embarked on a series of Reports on the Observance
of Standards and Codes (ROSCs). These reports summarize the extent to which
countries observe certain internationally recognized standards.25 While
ROSCs are intended to be voluntary, the information provided by each
country (or not provided, as the case may be) is likely to influence country
dealings with international financial institutions, and the level of confidence
that the international financial community has in a country.

Table 2: Selected International Guidelines, Standards and Codes

Guideline, Standard or Code Promulgated By

• Principles of Corporate Governance Organisation for Economic Cooperation
and Development (OECD)

• Code of Good Practices on Fiscal
Transparency IMF

• Code of Good Practices on Transparency
of Monetary and Financial Policies IMF

• Implementation of the Objectives and
Principles for Securities Regulation International Organization of Securities
assessment surveys Commissions (IOSCO)

• International Accounting Standards International Accounting Standards
(IAS) Board (IASB)

• International Standards on Auditing International Auditing and Assurance
(ISA) Standards Board (IAASB)

• Draft Banking Supervision guidelines Basel Committee on Banking Supervision
(BCSB) of the Bank for International
Settlements (BIS)

9. Report Structure

This report examines Fiji Islands’ financial management and governance
issues, with a focus on accounting and auditing arrangements. In addition
to this introduction, the report has the following chapters:
• Chapter II – Accounting and Auditing in the Fiji Islands – presents

an overview of Fiji Islands’ accounting and auditing arrangements. It
provides context for the following chapters on professional infrastruc-
ture, accounting and auditing standards, accounting and auditing
training, and government budgeting and accounting arrangements.

25 IMF.  September 2000. Experimental Reports on Observance of Standards and Codes
(ROSCs).  www.imf.org/external/np/rosc
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• Chapter III – Professional Infrastructure – describes Fiji Islands’
professional accountancy infrastructure.

• Chapter IV – Accounting and Auditing Standards – describes the
accounting and auditing standards that govern the preparation of
external financial reports and their audit.

• Chapter V – Accounting and Auditing Training – describes
accounting and auditing education and training, including the service
examinations for civil servants in accounting roles.

• Chapter VI – Government Budgeting and Accounting – describes
government budgeting and accounting arrangements.

• Chapter VII – Donor Assistance – reviews donor coordination
mechanisms and discusses donor activities in relation to financial
management and governance arrangements.

• Chapter VIII – Issues and Recommendations – presents the issues
and recommendations that are associated with gaps or weaknesses in
accounting and auditing arrangements.

• Chapter IX – Country Action Plan – summarizes deficiencies and
actions to address these deficiencies. Recommendations are divided
into actions that would be better achieved with external assistance;
and actions that may be achieved without external assistance.
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II. Accounting and Auditing in the Fiji Islands

This chapter presents an overview of accounting and auditing
  arrangements in the Fiji Islands. It provides context for the following

chapters on professional infrastructure, accounting and auditing standards,
accounting and auditing training, and government budgeting and
accounting arrangements. The chapter comprises 10 sections:

Part One: Accounting
1 – Introduction – identifies historical factors that have influenced

accounting arrangements.
2 – The ‘Fiji Islands Accounting System’ – describes Fiji Islands’

accounting arrangements, which include the legislative and institu-
tional framework, and accounting bases.

3 – Quality of Financial Reporting and Disclosure – describes evidence
regarding the quality of financial reporting and disclosure practices.

4 – Bookkeepers and Accountants – discusses the availability of qualified
bookkeepers and accountants.

Part Two: Auditing
5 – Introduction – introduces Fiji Islands’ auditing arrangements and

identifies the audit requirements for a range of public and private
sector organizations.

6 – Fiji Islands’ Auditing Practices – examines: (i) auditor appointment
and dismissal, (ii) auditor independence, (iii) audit reporting
requirements, and (iv) auditor liability; against international
guidance.

7 – Auditor Qualifications – describes Fiji Islands’ auditor qualifications.
8 – Office of the Auditor General (OAG) – discusses the functions and

duties of the Auditor General and the OAG and the challenges they
face.

9 – Accounting and Auditing Firms – describes the presence of domestic
and international accounting firms in the Fiji Islands.

10 – Issue Synopsis: Accounting and Auditing – summarizes the issues
identified in this chapter.
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Part One. Accounting

1. Introduction

Fiji Islands’ accounting arrangements are directly influenced by Britain
and other British Commonwealth countries, particularly Australia and New
Zealand. Following independence in 1970, development policy emphasized
public sector-led growth. Moreover, the economy became increasingly
cocooned behind a wall of tariffs and import licenses. Meanwhile, corporate
and accounting arrangements largely remained stagnant.

In the late 1980s, dissatisfaction with the performance of public
enterprises grew and the Fiji Islands began to move towards a more open,
market-oriented economy. This involved public sector restructuring and
emphasized the importance of Foreign Direct Investment (FDI). Public
enterprises were given more autonomy over their financial and operational
management. The establishment of foreign-financed enterprises and the
enhanced public enterprise activities encouraged improved accounting
arrangements. In particular, absentee ownership created demand for
improved financial disclosures.26

Pressures mounted in the mid-1990s. The Government declared its
Public Enterprise Reform policy in 1993. The policy envisaged sweeping
reforms involving restructurings and a renewed privatization emphasis.
Moreover, the economic losses that were incurred when the NBF nearly
collapsed emphasized the importance of good financial disclosures, sound
corporate governance practices and robust banking supervision
arrangements.

In response: (i) financial institution supervision arrangements were
raised to international standards; (ii) a strengthened monitoring regime
has been introduced for public enterprises; and (iii) financial disclosure
requirements have been raised through the introduction of IAS-compliant
accounting standards.

2. The ‘Fiji Islands Accounting System’

The ‘Fiji Islands Accounting System’ is strongly influenced by British and
more recently by international arrangements and practices. However, many

26 Chand, Parmod. 2002. Relevance of International Accounting Standards to Developing Countries:
The Case for South Pacific Island Nations. University of the South Pacific: Draft Unpublished
Manuscript.
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aspects of the system are dated. The governing legislative and institutional
framework reflects a mixture of government intervention and self-
regulation.

Legislative and Institutional Framework

Figure 1 depicts the legislative and institutional framework that governs
Fiji Islands’ accounting and auditing arrangements.

Figure 1: Fiji Islands’ Legislative and Institutional Framework

The Capital Markets Development Authority (CMDA) became
operational in January 1998 and administers the CMD Act 1996. CMDA’s
broad purpose is to develop efficient capital markets in the Fiji Islands and
to develop and regulate the activities of the various market participants.

In accordance with the Act, CMDA’s major objectives are to:
(i) facilitate the supply of good marketable debt and equity securities;
(ii) undertake appropriate educational and public awareness campaigns
to broaden the public ownership of debt and equity securities; (iii) develop
the appropriate institutional infrastructure and human resource
capabilities required of an active capital market; (iv) license market
participants as specified within the CMDA Act and Regulations; (v) protect

Key Governing Laws
Capital Markets Development (CMD) Act 1996 Reserve Bank of Fiji (RBF) Act 1983
Public Enterprise Act 1996 Banking Act 1995
Companies Act 1984 Insurance Act 1998
Fiji Institute of Accountants Act 1971

Institutions and Primary Functions
Capital Markets Development Authority

• Administers the CMD Act 1996
• Oversees the Capital Markets

Reserve Bank of Fiji
• Administers the Banking Act 1995
• Administers the RBF Act 1983
• Approves the appointment of financial 

institution auditors
• Supervises financial institutions
• Supervises agents, brokers and insurers in 

accordance with the Insurance Act 1998

Fiji Institute of Accountants (FIA)
• Promulgates accounting and auditing 

standards
• Monitors application of those standards

Registrar of Companies
• Administers the Companies Act 1984

Ministry of Public Enterprises and Public 
Sector Reform (on behalf of the 

Minister)
• Administers the Public Enterprise Act 1996
• Monitors the activities of Government 

Commercial Companies and Commercial 
Statutory Authorities
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investors by ensuring the maintenance of fair and honest markets through
the adequate supervision of market participants and enforcing the
regulations where appropriate; (vi) promote enhanced disclosure
requirements; (vii) collect statistics to monitor and analyze the prevailing
conditions within the capital markets, within the context of the whole
financial system; (viii) formulate policy and advise Government on capital
markets development and regulation; (ix) ensure that CMDA has
appropriately qualified staff and other resources to enable it to fulfill its
objectives in a timely and cost effective manner, while maintaining high
quality standards.

The Reserve Bank of Fiji (RBF) administers the RBF Act 1983 and the
Banking Act 1995. RBF’s principal purposes are to: (i) regulate the issue of
currency, and the supply, availability and international exchange of money;
(ii) promote monetary stability; (iii) promote a sound financial structure;
and (iv) foster credit and exchange conditions conducive to the orderly
and balanced economic development of the country. The RBF Financial
Institutions Department supervises licensed financial institutions (banks
and credit institutions) and the insurance industry. Its duties include
ensuring that licensed financial institutions comply with financial
disclosure requirements.

The Ministry of Public Enterprises and Public Sector Reform
(MPEAPSR) administers the Public Enterprises Act 1996 on behalf of the
Minister. In this respect, the Ministry monitors compliance with the Act’s
financial reporting and disclosure requirements.

The Companies Act 1984 is administered by the Registrar of Companies.
Fiji Accounting Standards (FASs) and Fiji Standards on Auditing (FSAs)
are promulgated by the Fiji Institute of Accountants (FIA) in accordance
with the FIA Act 1971. Chapter IV examines FASs and FSAs. FASs are almost
fully consistent with IAS. The Institute is currently working to align FSAs
with ISA.

The legislated financial disclosure requirements under these Acts are
generally consistent with international norms; in terms of timing and
publication. However, two issues merit attention.

First, none of the above Acts specifies the basis of financial statement
preparation. For example, the Public Enterprise Act 1996 [S. 103(1)(a)] requires
Government Commercial Companies and Commercial Statutory
Authorities to prepare and provide audited financial statements within
five months of financial year-end. It states that these financial statements
must comprise statements of financial position (balance sheet), profit and
loss, changes in financial position, and such other statements as may be
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necessary. Although the MPEAPSR does require financial statements to
be prepared in accordance with FASs, the Act is silent on this issue.

Second, RBF’s supervision role does not explicitly cover two
significant financial institutions: FDB and FNPF. With assets of around
$160 million (F$400 million), the government-owned FDB is the Fiji
Islands’ principal Development Finance Institution (DFI). However, in the
case of FDB,

“After due consultation with the Fiji Development Bank, any section or
subsection of this Act may be made applicable by the Minister to that Bank
upon a finding by the Reserve Bank that it is engaging as a substantial part
of its business in the acceptance of deposits of money from the public.”

– Section 58(2). Reserve Bank of Fiji Act 1983

The FNPF is a statutory corporation.27 Its board is appointed by the
Minister of Finance and comprises two government representatives, two
employer representatives, and two employee representatives.

Accounting Bases and Principles

The financial statements of private sector organizations, Government
Commercial Companies and Commercial Statutory Authorities are
implicitly prepared using the accrual accounting basis. The financial
statements of core ministries and departments are prepared using a cash
accounting basis in accordance with the Finance Instructions and Regulations.

Record-Keeping and Internal Control Arrangements

While there are significant problems with record-keeping and internal
control arrangements in the core public sector (see Chapter VI), this study
did not identify concerns regarding private organizations, government
commercial companies or commercial statutory authorities.

3. Quality of Financial Reporting and Disclosure

A recent study that examined the compliance of 24 public companies and
statutory authorities from 1990-1996 with FASs favorably concluded that:

27 ADB. 2001. Financial Sector Development in the Pacific Developing Member Countries: Volume
One—Country Reports. Manila: ADB. p. 18.
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“the extent of non-compliance identified in Fiji does not appear an greater
that than found in Australia, New Zealand, the United Kingdom and the
United States. This is in spite of a weak monitoring system and lack of
sanctions at [FIA’s disposal].” 28

4. Bookkeepers and Accountants

Significant numbers of skilled accounting personnel continue to emigrate—
particularly to Australia and New Zealand. This trend accelerated following
the events of May 2000; the FIA reports that 72 of its members subsequently
emigrated (see page 49). As a consequence, accountancy positions remain
vacant or are filled with less-than-suitably-qualified and experienced
personnel. The problem is particularly acute in the core public sector, which
is unable to pay accountants at prevailing market rates.

The shortage reportedly extends to technician-level accounting
personnel and bookkeepers who are able to emigrate once they have
acquired suitable qualifications (see page 82).

Part Two. Auditing

5. Introduction

As with accounting arrangements, Fiji Islands’ auditing arrangements
initially developed along British lines. These arrangements are being
overhauled through the introduction of ISA-compliant auditing standards
and the forthcoming emphasis on introducing quality assurance arrange-
ments (see page 51). Table 3 identifies audit requirements for public and
private sector organizations.

28 Pathik, Kushilliya. December 1999. Extent of Non-compliance with Fiji Accounting Standards:
A Survey of Public Companies and Statutory Authorities. University of the South Pacific:
Unpublished Manuscript. p. iv.
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Table 3: Fiji Islands’ Audit Requirements

Organization Type Audit Requirements

State Accounts • The Minister of Finance must provide the government accounts
to the Auditor General within six months of financial year-end
[s. 8, Finance Act 1981].

• At least once each year, the Auditor General must inspect and
report to Parliament on the public accounts of the State, and
all transactions with or concerning the public money or public
property of the State [s. 167, Constitution Amendment Act 1997].

Local Government • The accounts of every council shall be audited by an auditor
who shall, unless the Minister otherwise directs, be the Auditor
General [s. 51(1), Local Government Act 1972]. Provincial Councils
must be audited by the OAG in accordance with the Fijian
Affairs Board Act. Rural local authorities must be audited by the
OAG in accordance with the Health Act.

• Must be audited every year in accordance with the provisions
of the Companies Act.

• The auditor shall be appointed by the Board and shall be any
person that the Minister of Finance directs the Board to appoint
(otherwise, the Board may make an appointment).

• The Minister of Finance may direct the appointment of the
Auditor General to act as auditor, in which case the provisions
of the Audit Act also apply [s. 100, Public Enterprise Act 1996].

Government
Commercial
Companies

Commercial Statutory
Authorities

• The OAG also audits other statutory authorities, which are not
commercial statutory authorities.

RBF • Annual accounts must be audited by auditors appointed
annually by the Board with the approval of the Minister of
Finance [s. 55, Reserve Bank of Fiji Act 1983].

Companies29 • Auditors must be FIA members holding a Certificate of Public
Practice (CPP). [ss. 130 and 164, Companies Act 1984].

Other Statutory
Authorities

29 Private companies are excluded under the Companies Act 1984, sec. 130(4).

Licensed Financial
Institutions

• Controller of licensed financial institution must, subject to RBF
approval, appoint auditors. Appointments shall not exceed two
years—but reappointment is allowed [s. 53, Banking Act 1995].
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6. Fiji Islands’ Auditing Practices

The following sections examine Fiji Islands’ auditing practices—
Singaporean arrangements are presented for comparison.30

Auditor Appointment and Dismissal

Section 13 of the IFAC Code of Ethics for Professional Accountants (1996) outlines
procedures for communicating between incoming and outgoing auditors.31

Furthermore, ISA 315 states the requirements for communications between
predecessor and successor auditors when a change of auditors occurs. It
places the initiative for communication with the successor auditor who is
required to make specific inquiry, after obtaining permission from the
prospective client, of the predecessor auditor as to such matters as
management integrity, management disagreements, and the reason for
change in auditor.

Table 4: Auditor Appointment and Dismissal

Fiji Islands 
Factor 

Public Enterprises Listed Companies 
Singapore 

Nominating party  Minister of Finance 
(or Board of Direc-
tors, where the Min-
ister makes no nomi-
nation) 

Board of Directors Shareholders 

Appointing party  Board of Directors 
(as directed by the 
Minister of Finance, 
if Minister has made 
nomination) 

Shareholders Shareholders 

Party approving 
appointment 

Minister or Board 
(see above) 

Members at annual 
General Meeting af-
ter appointment 

Shareholders and the 
Monetary Authority of 
Singapore for financial 
institutions 

Communication 
between outgoing 
and incoming 
auditors 

Required before en-
gagement is accepted 

Required before en-
gagement is accepted 

Required before en-
gagement is accepted 

30 The analytical framework used, and the Singaporean information, is adapted from:
Favere-Marchesi, Michael. 2000. Audit Quality in ASEAN. The International Journal of
Accounting. Vol 35(1). pp. 121-149.

31 IFAC. 1996. Code of Ethics for Professional Accountants. New York: IFAC.
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Fiji Islands 
Factor 

Public Enterprises Listed Companies 
Singapore 

Auditors rights to 
defend position on 
dismissal or resig-
nation 

No explicit rights Auditor has right to 
be heard at AGM 

Representation to 
shareholders in writing 
or personally, and filed 
with the Registrar of 
Companies 

Compensation on 
termination  

No explicit rights No explicit rights Fees owing to the out-
going auditor must be 
paid before the incom-
ing auditor can accept 
the engagement 

Table 4: Auditor Appointment and Dismissal (continued)

Fiji Islands 
Factor 

Public Enterprises Listed Companies 
Singapore 

Restrictions on rela-
tionships (personal 
commercial finan-
cial, or influential) 

Government auditors 
are expected to de-
clare relationships. 
However, this re-
quirement is not le-
gally explicit. 

FIA Code of Ethics 
aligns with IFAC 
Code of Ethics. 

Some restriction on fi-
nancial relationships 

Restrictions on ser-
vices provided by 
audit firm 

Legal and banking 
advice 

No  Accounting, tax advice, 
consulting, financial 
and investment advice, 
corporate recovery 

Rules to avoid low 
balling 

No No Yes 

Rotation of audit 
partners required 

No No Every five years for 
listed companies 

Safeguards to 
objectivity: 

   

Challenges to 
objectivity dis-
closed 

Yes Yes Yes 

Quality reviews 
by peer audit 
firms 

No. However, the 
Auditor General 
usually reviews au-
dits that are carried 
out by private ac-
counting firms on 
public enterprises. 

No Yes 

Auditor Independence

ISA 220 and the Statement of Policy by the IFAC Council (1992) support
periodic peer reviews. Furthermore, section 8 of the IFAC Code of Ethics
(1996) relates to the objectivity of auditors with respect to their clients.

Table 5: Auditor Independence
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Auditor Reporting Requirements
ISA 700—the Auditor’s Report on Financial Statements—establishes standards
and provides guidance on the form and content of the auditor’s report issued
as a result of an audit performed by an independent auditor of the financial
statements of an entity. Much of the guidance provided can be adapted to
auditor reports on financial information other than financial statements.

Table 6: Audit Reporting

Table 5: Auditor Independence (continued)

Fiji Islands 
Factor 

Public Enterprises Listed Companies 
Singapore 

Internal quality 
reviews 

No, except for OAG Not necessarily No 

Potential threats 
to objectivity 
monitored by 
third party 

Auditor General 
monitors private 
audit firms 

No Yes 

Audit commit-
tees required 

No No Yes 

Fiji Islands 
Factor 

Public Enterprises Listed Companies 
Singapore 

In Auditor’s report:    

Fraud or irregularities No No Yes 

Illegal acts No No Yes 

Internal controls and systems No No Yes 

Maintenance of proper 
records No No Yes 

Reporting to other parties:    

Fraud or irregularities Yes No Yes 

Illegal acts Yes No Yes 

Internal controls and systems Yes No No 

Maintenance of proper 
records Yes No Yes 

Standard forms of audit reports 
required by law Yes Yes Yes 

Matters to be included in reports 
specified by law Yes Yes Yes 

Standard forms of audit reports 
established by professional 
bodies Yes Yes Yes 

Qualified audit reports due to 
uncertainties Yes Yes Yes 
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Auditor Liability

Exposing auditors to civil liability creates a strong incentive to raise quality
and maintain independence. There must however be a balance between
providing this incentive and avoiding a decline in audit services due to
excessive litigation costs.32

Table 7: Auditor Liability

7. Auditor Qualifications
In accordance with the FIA Act 1971, auditors must hold Certificate of Public
Practice (CPP). This requires at least three years of acceptable experience
in a Chartered Accountant’s office, after having been admitted as a
Chartered Accountant (which requires a specified degree and at least three
years of specified practical experience: see page 50).

Fiji Islands 
Factor 

Public Enterprises Listed Companies 
Singapore 

Professional sanctions:    

Warning Yes33 Yes Yes 

Reprimand Yes Yes Yes 

Fine Yes Yes Yes 

Temporary suspension Yes Yes Yes 

Permanent exclusion Yes Yes Yes 
Legal liability cap between 

contract parties 
No (But auditors issue 
engagement letters that 
attempt to cap legal 
liability levels) 

No (But auditors issue 
engagement letters that 
attempt to cap legal 
liability levels) 

No 

Contractual liability cap 
between contract parties No No No 

Legal liability caps between 
contract parties and third 
parties No No No 

32 Palmrose, Zoe-Vonna. 1988. An Analysis of Auditor Litigation and Audit Service
Quality. The Accounting Review. 63. pp. 55-73.

33 Does not apply where the OAG issues the audit opinion.
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8. Office of the Auditor General (OAG)

Introduction

The Fiji Islands’ Audit Department, now the OAG, was an integral part of
the colonial administration. In 1971—directly after independence—the Fiji
Islands’ Government approved the Audit Act 1971 which clarified OAG’s role
and responsibilities. The Audit Act 1971 remains in force, however the Auditor
General’s independence and powers were strengthened by the Constitution
Amendment Act 1997.

The OAG is the Supreme Audit Institution (SAI) of the Fiji Islands
and is a member of the International Organization of Supreme Audit
Institutions (INTOSAI), the Public Debt Committee of INTOSAI, the South
Pacific Association of Supreme Audit Institutions (SPASAI), and the
Australasian Council of Auditors General (ACAG). In common with many
other SAIs, the OAG faces increased expectations and a broadened
mandate, while struggling with limited resources and high staff turnover.

Legislative Framework and Functions

The Constitution and the Audit Act 1971 govern OAG responsibilities,
appointment and termination procedures, and activities. At the
Government’s request, ADB provided TA in 1996-1997 to strengthen the
OAG.34 The project comprised five activities: (i) reviewing OAG procedures
and practices; (ii) improving financial audit capabilities; (iii) strengthening
office and portfolio management; (iv) strengthening computer audit
capabilities; and (v) enhancing performance audit and performance
measurement capabilities. In particular, the TA assisted in a review of the
Audit Act 1971.

The TA recommended that the Constitution be amended and that the
Audit Act 1971 be revised to strengthen the independence of the Auditor
General. The constitutional amendments were approved by the Constitution
Amendment Act 1997. The Audit Act revisions were incorporated in the PFMA
1999. However, the commencement of the PFMA 1999 was deferred in 1999.

In response, the MOFANP is currently reviewing proposed amendments
to the Audit Act 1971. The proposed amendments would bring forward certain
provisions in the PFMA that increase the mandate, powers and independence

34 ADB TA No. 2463: Institutional Strengthening of the Office of the Auditor General, for $550,000,
approved on 11 December 1995.
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of the Auditor General (e.g., extending the OAG’s audit mandate to all
commercial statutory authorities and government controlled companies).

Section 168 of the Constitution stipulates appointment and removal
processes:
• The Constitutional Offices Commission appoints the Auditor General

after it has consulted with the relevant sector standing committee of
the House of Representatives.

• The appointment is for a fixed five-year renewable term. A maximum
age limit of 65 years applies.

• The Commission may, following consultation with the Minister of
Finance, appoint a person to act as Auditor General during any period,
or during all periods, when the office of Auditor General is vacant or
when the Auditor General is absent from duty or from the Fiji Islands
or is, for any reason, unable to perform the functions of office. The
Commission may appoint a tribunal to enquire in to performance of
the nature of the act of Auditor General before considering the
termination of appointment.

Section 167 of the Constitution prescribes the Auditor General’s functions
and reporting requirements. These include:
• The requirement to, at least annually, inspect, audit and report to

Parliament on: (i) the public accounts of the State; (ii) the control of
public money and public property of the State; and (iii) all transactions
with or concerning public money or public property of the State.

• The Auditor General’s report must state whether: (i) transactions with
or concerning the public money or public property of the State have
been authorized by or pursuant to this Constitution or an Act of the
Parliament; and (ii) expenditure has been applied to the purpose for
which it was authorized.

• The report must be made to the Speaker of the House of Representa-
tives—a copy must be supplied to the Minister of Finance. The
Speaker must cause each House Leader to lay the report before the
House within 30 days of receipt, if Parliament is sitting, or on the first
sitting day after the end of that period.

• The Auditor General, or their representative, must have access to all
records, books, vouchers, stores or other government property in the
possession or control of any person or authority.

• Where particular laws state that the accounts of specified organiza-
tions are not subject to audit by the Auditor General, they must also
empower the Auditor General to review those audits and report the
results of a review.
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Professional Framework, Methodologies and Ethics

The OAG applies FSAs and INTOSAI auditing standards. An Audit Manual
guides staff in field audit work. The Audit Manual was developed with ADB
assistance. The OAG recognizes the INTOSAI Code of Ethics, the provisions
of which are incorporated in OAG Office Instructions.35

Structure, Staffing, and Resources

The Auditor General heads the OAG, which includes three operational
audit groups: Financial Audit Group (FAG) 1; Financial Audit Group
(FAG) 2; and the Special Investigations Group (SIG). Internal OAG
committees are convened on: (i) Management; (ii) Human Resource and
Training; (iii) Quality Audit and Review; (iv) Policy Research and
Development; and (v) Occupational Health and Safety.

To be effective, an SAI must be staffed with well-qualified and
experienced professionals. The MOFANP and the PSC have supported
OAG’s efforts to strengthen its capacity. To this end, the MOFANP has
supported increased appropriations and the PSC has delegated authority
to the Auditor General to appoint officers. Appointments and employment
remain subject to PSC rules and challenges to the Public Service Appeals
Board. The OAG is able to offer pay rates that are competitive with the
private sector—at least for entry-level graduates.

The OAG’s approved staff strength was increased from 57 in 1999 to 75
in 2000 (72 in 2001). Six professional positions were vacant at 31 December
2000.36 The Minimum Qualification Requirement (MQR) for OAG auditors
has been raised to a degree in accounting, financial management or a related
discipline: all recent OAG recruits are graduates. The Auditor General actively
encourages existing staff to undertake tertiary studies and professional
training. These efforts have been successful—whereas OAG employed only
three graduates in 1996, 70 percent of staff now hold qualifications. The
Auditor General intends that all staff will be qualified by 2003.

However, whereas the Fiji Islands’ private sector struggles to recruit
and retain skilled staff in the face of increased emigration, the OAG also
loses to the private sector.

35 Auditor General of the Fiji Islands. 2001 May 3. Annual Report for the Year 2000.
Report of the Office of the Auditor General. Parliamentary Paper No. 17 of 2001.
Parliament of the Fiji Islands: Suva. pp. 4-5.

36 Ibid. p. 32.
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The consequences of the political crisis adversely affected the perform-
ance of the [OAG] in 2000. The resignation of 15 officers, including a Group
Director (who was then Acting Deputy Auditor General) and two Audit
Managers was perhaps most damaging for the organization.

– Office of the Auditor General. 2000 Annual Report37

Auditor-General Independence

The Lima Declaration of Guidelines on Auditing Precepts was adopted in October
1977 at the IX International Conference of Supreme Audit Institutions
(INCOSAI).38 Among other things, the Lima Declaration identifies
characteristics associated with SAI independence, which Table 8 compares
with existing arrangements. These arrangements do not appear to fully
meet the criteria (ii) and (v) of the Lima Declaration.

Table 8: Independence of the Auditor General

Lima Declaration Criteria Existing Arrangements 

( i ) The SAI and individual audi-
tors should be independent 
of the executive. 

S. 170(5) of the Constitution provides for the inde-
pendence of Auditors General, in that their 
performance or the exercise of their powers, is 
not subject to direction or control by any per-
son or authority. 

( ii ) The legislature should pro-
vide the SAI with sufficient 
resources, for which the SAI 
is accountable. 

The MOFANP determines the OAG’s budget. 
There are no special appropriation arrange-
ments.  

The OAG has full independence in forming its 
workplan—the PSC has delegated authority to 
appoint officers, subject to PSC rules and chal-
lenges to the Public Service Appeals Board.  

( iii ) The SAI may advise or make 
recommendations on cor-
recting administrative defi-
ciencies, but it should not 
take part in management or 
instruction of staff and avoid 
any participation that would 
reduce its independence and 
objectivity

… 

37 Ibid. p. 3.
38 INTOSAI. 1977. Lima Declaration of Guidelines on Auditing Precepts. URL: www.intosai.org
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Challenges and Intentions

The Auditor General’s 2000 Report identified factors that constrained the
OAG’s effectiveness.39 These included: limitations regarding independence;
and a desire to extend the OAG’s powers and operational scope. In
particular the OAG seeks to extend its powers to: (i) conduct performance
audits; (ii) audit the accounts and activities of the recipients of government
grants; (iii) place auditors in public entities, without fees or charges; and
(iv) undertake audits of other entities (e.g., commercial statutory
authorities and government-controlled companies). The MOFANP is
considering these proposals.

Furthermore, the Sustainable Development Bill, which is currently before
Parliament, contains provisions that require the OAG to undertake “audits”
of environmental impact assessments. If approved, the Bill will come into
force from 2003. However, the OAG has no expertise in this area but is
investigating secondment possibilities from the Canadian Auditor

Table 8: Independence of the Auditor General (continued)

Lima Declaration Criteria Existing Arrangements 

( iv ) The legal mandate should al-
low the SAI full and free ac-
cess to all premises, records 
and persons relevant to au-
dited entities and their op-
erations. 

S. 167 of the Constitution gives the Auditor General, 
or their representative, access to all records, 
books, vouchers, stores or other government 
property in the possession or control of any per-
son or authority. 

( v ) Provisions relating to termi-
nation of appointment or 
removal from office should 
be exercisable only by spe-
cial process akin to that re-
lating to the holders of judi-
cial office. 

S. 167 of the Constitution sets out removal processes 
whereby the Constitutional Offices Commission 
may, following consultation with the Minister 
of Finance, appoint a person to act as Auditor 
General during any period, or during all periods, 
when the office of Auditor General is vacant or 
when the Auditor General is absent from duty or 
from the Fiji Islands or is, for any reason, unable 
to perform the functions of office. The Commis-
sion may appoint a tribunal to enquire into per-
formance of the nature of the act of Auditor 
General before considering the termination of 
appointment. 

39 Auditor General of the Fiji Islands. 2001 May 3. Annual Report for the Year 2000. Report of
the Office of the Auditor General. Parliamentary Paper No. 17 of 2001. Parliament of
the Fiji Islands: Suva. pp. 18-20.
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General’s Office. Indications are that three-year secondments will
commence in September 2002.

9. Accounting and Auditing Firms

Four of the ‘Big Five’ international accountancy firms are represented in the
Fiji Islands together with some second-tier international firms. Furthermore,
there are significant numbers of sole practitioners and partnered firms.40

10. Issue Synopsis: Accounting and Auditing Arrangements

Chapter VIII—Issues and Recommendations—identifies and describes
constraints and proposes corrective actions. These include the following
issues from this chapter:
• Legislated financial disclosure requirements are generally consistent

with international norms, in terms of timing and publication, but
legislation is silent on the basis for financial statement preparation
(for instance, the Banking Act 1995 does not refer to FASs).

• The RBF’s supervision role does not explicitly extend to two signifi-
cant financial institutions: FDB and FNPF.

• The effectiveness of accounting and auditing arrangements is under-
mined by the ongoing emigration of skilled accounting personnel,
including technician-level accounting personnel and bookkeepers.

• The current efforts to align Fiji Islands’ auditing arrangements with
international practices and standards should include consideration of
the procedures and arrangements regarding: auditor appointment and
dismissal; auditor independence; auditor reporting requirements; and
auditor liability.

• The Auditor General has made significant progress in strengthening
the skills and qualifications of government audit personnel. The PSC
and the MOFANP have supported these efforts. However, the OAG
continues to lose staff to emigration and to the private sector.

• In the face of capacity constraints, the OAG’s mandate may soon be
broadened to include “audits” of environmental impact assessments.
Other proposals to widen the OAG’s operational scope include
auditing additional entities (such as public sector enterprises),
auditing grant recipients and conducting performance audits.

40 Chand, Parmod. 2002. Relevance of International Accounting Standards to Developing Countries:
The Case for South Pacific Island Nations. University of the South Pacific: Draft Unpublished
Manuscript. p. 124.
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III. Professional Infrastructure

This chapter describes the professional accountancy infrastructure of

the Fiji Islands. It is structured as follows:
1 – Introduction – describes the development of the Fiji Islands accoun-

tancy profession.
2 – Professional Regulation and Organization – describes the laws and

organizations that regulate the profession and the professional
bodies that represent accountants.

3 – Fiji Institute of Accountants (FIA) – describes the framework, and
activities of the FIA, the national professional accountancy body.

4 – FIA Membership and Entry Criteria – sets out the requirements for
the Chartered Accountant designation and compares these against
international guidelines.

5 – Institute of Public Sector Accountants of Fiji (IPSAF) – describes
the formation, membership and activities of IPSAF, the professional
body for public sector accountants.

6 – Professional Quality Control and Assurance – briefly outlines
activities in relation to professional quality control and assurance.

7 – Registered Tax Agents (RTAs) – discusses the activities of RTAs.
8 – Challenges and Responses: The FIA Corporate Plan – outlines the

key issues that the Institute has identified and how it intends to
address these through the Corporate Plan.

9 – Issue Synopsis: Professional Infrastructure – summarizes the issues
identified in this chapter.

1. Introduction 41

The development of the Fiji Islands’ accountancy profession dates back to
the 1940s when the Government accepted a proposal to register tax agents.
At the same time, few of the practicing Fiji Islands accountants had
recognized professional qualifications. Any person could open an
accountancy practice and publicly offer their services. Despite some
pressure, the Government did not introduce registration procedures for
accountants.

41 Primary Source: Chand, Parmod. 2002. Relevance of International Accounting Standards to
Developing Countries: The Case for South Pacific Island Nations. University of the South Pacific:
Draft Unpublished Manuscript. pp. 70-73.
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It was not until 1961 that the Government acknowledged the need for
accountant registration. The Legislative Council subsequently approved
the Public Accountants (Registration) Ordinance 1962 with effect from 1 July 1963.
This Ordinance provided for establishment of the Public Accountants
Registration Board, which comprised the Registrar and two other
Governor-appointed members. It also stipulated the registration require-
ments. To be registered, Fiji Islands accountants either had to meet the
New Zealand Society of Accountants (NZSA) requirements, or be a
member of an NZSA-recognized accountants association.

The Board had limited supervisory powers. Moreover, it was ineffective
in developing the Fiji Islands’ accountancy profession. Registered
accountant numbers grew from just 13 in 1963 to only 40 by 1970.

In response, practicing accountants lobbied the Government to
establish a strong professional body that would not just control, but also
develop the profession. Therefore, at the request of the Public Accountants
Registration Board, the Government developed and passed the FIA Act 1971.
The Act provided for FIA’s establishment. Section 6(a) of the Act states
that one purpose of the Institute is to “register accountants and to regulate
the practice of the profession of accountancy in Fiji.” While at the time it
was intended that Registered Tax Agents (RTAs) would also be FIA
members, this was never implemented.

Today, despite its small size, the Institute has developed into a strong
and effective professional body—the standard of its members compares
very well with those of other professional accountancy bodies. Nevertheless,
the Fiji Islands’ accountancy profession faces two key challenges. First,
not only does the continued emigration of qualified accountants have
considerable social and economic implications, it also directly affects FIA’s
ability to maintain critical mass. Second, globalization has brought about
major changes in professional requirements and in accounting and auditing
standards. These changes are largely transitory and the FIA—through its
Corporate Plan—recognizes and is working to meet these challenges.
However, it is doing so with limited resources.

The 1987 turmoil triggered an exodus of professionals from the Fiji
Islands’ public sector. In recognition of the need to strengthen public sector
financial management, significant efforts have been made in the past five
years to professionalize the accounting cadre. The 1998 founding of the
Institute of Public Sector Accountants of Fiji (IPSAF) is one such initiative.

This chapter describes the Fiji Islands’ professional arrangements and,
where relevant, compares these arrangements with international standards
and guidelines (see Appendix 4).
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2. Professional Regulation and Organization

The Fiji Islands’ accountancy profession is largely self-regulated and
comprises one domestic private sector professional body; the FIA. As of
30 December 2000, the Institute had 493 members.42 There is no regula-
tory body. The FIA Act 1971 governs the accountancy profession and FIA
members are recognized in several other laws (for instance, by the Banking
Act 1995).

The FIA Act 1971, together with the FIA Rules, was last amended in 1997.
Among other things, the revisions: (i) extended the required periods of
practical experience; and (ii) reduced the tenure period for presidents and
vice presidents from two years to one.

Two foreign accountancy bodies have branches in the Fiji Islands’:
the Australian Society of Certified Practicing Accountants (ASCPA), and
the Institute of Chartered Accountants of New Zealand (ICANZ).43

3. Fiji Institute of Accountants (FIA)

Introduction

The FIA was established in 1972 in accordance with the FIA Act 1971. The
Institute was founded with 123 members of whom 71 were Chartered
Accountants with other professional accountancy bodies, and 52 were
licensed accountants. Licensed accountants were admitted to the Institute
based on their experience.

Structure and Financing

A nine-member Council governs the Institute. The Institute President and
Vice President head the Council. Council members are elected by members
at the Institute’s Annual General Meeting, in accordance with the
procedures prescribed in the FIA Act 1971 and FIA Rules. The Council
appoints members of the Institute’s various Committees.

The FIA Council approved a revised structure in November 2001. In
addition to the Council, the revised structure will comprise 10 committees:
(i) Education, Membership and Awards / Graduate Professional Program;

42 As of 31 December 2000.  Includes Chartered Accountants, Provisional Members,
Affiliate Accountants and Licensed Accountants.

43 Formerly the New Zealand Society of Accountants (NZSA).

DSAA - Fiji.pmd 05/02/03, 3:12 PM45



DIAGNOSTIC STUDY OF ACCOUNTING AND AUDITING PRACTICES IN THE FIJI ISLANDS

46

(ii) Investigation; (iii) Disciplinary; (iv) Professional Development:
(v) Accounting and Auditing Standards; (vi) Business and Government;
(vii) Congress Organizing; (viii) Staff and Administration;
(ix) Journal; and (x) Act and Rules.

In contrast to the professional accountancy bodies of most other
developing countries—which are financially dependent on training
income—FIA derives most of its revenues from admission and membership
fees and from the FIA Annual Congress (see Table 9).

Table 9: FIA Income and Expenditures, year ended 31 December 2000 44

F$ US$ Percent

Income

  Admission fees     5,550    2,434 4.3

  Members’ subscriptions    48,344   21,202 37.5

  Surplus from Annual Congress    59,437   26,067 46.1

  Surplus from CPE courses     6,150    2,697 4.8

  Other     9,549    4,188 7.4

  129,030   56,588 100.0

Expenditure

  International subscriptions     6,679    2,929 7.4

  Other    83,150   36,467 92.6

   89,829   39,396 100.0

Net Surplus    39,201   17,192

The first FIA Annual Congress was held in 1973. The Congress is a
landmark event on the Fiji Islands’ business and government calendar—it
also provides almost half the Institute’s revenue (see Table 9).

Code of Ethics and Disciplinary Procedures

In September 1979, the Institute Council developed the FIA Ethical Rulings
to regulate members’ conduct. In response to a markedly changed
environment—including growth in membership numbers—the Institute
decided to review the Ethical Rulings. The review was completed in early
2000 and enabled the Code of Ethics to be issued in July 2000.45 The Code is

44 FIA. 2001. Annual Report 2000. p. 16.
45 FIA. 2000. Code of Ethics.
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directly based on IFAC’s Code of Ethics with additional provisions covering
trust accounts and advertising. It was issued in accordance with Section
28 of the FIA Act 1971 and came into effect on 1 July 2000.

The Institute’s Investigation and Disciplinary Committees meet three
to five times annually to investigate and consider complaints against
members. The Disciplinary Committee has a range of sanctions that it can,
and does, apply. These include censure, fines and expulsion.

Professional Education

The introduction of mandatory requirements for Continuing Professional
Education (CPE) in 2000 has heightened demand for professional
education courses. Among other things, the Institute arranges regular
Technical Conferences. For instance, 152 people attended the Technical
Conference in July 2000; topics included “Cases of Strategic Management”
and “Presentation of Cash Flow Statements.” 46

The Institute has recently reached agreement with ASCPA and ICANZ
on CPE course delivery within the Fiji Islands.

International and Regional Affiliations

FIA was admitted as a member of the International Accounting Standards
Committee when IASC was formed in 1973, and as a member of IFAC in
1974. The Institute is also a member of the Confederation of Asian and
Pacific Accountants (CAPA).

4. FIA Membership and Entry Criteria

The Institute has six membership categories (see Table 10).

46 FIA. 2001. Annual Report 2000. p. 8.
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Table 10: FIA Membership Categories and Numbers 47

Membership 
Category 

Admission Requirements 
Members at 31

December
2000

Chartered 
Accountants in 
Public Practice 
(CPP) 

A CPP may be issued to a Chartered Accountant who 
has had at least three years’ acceptable practical ex-
perience in the office of a chartered accountant—after 
their admission as a Chartered Accountant. 37

Chartered 
Accountants 

To be designated a Chartered Accountant (i.e. be ad-
mitted to full membership), candidates must satisfy 
the Council that they: 

(i) have had at least three years’ practical experience
under the supervision or guidance of a full mem-
ber since meeting the provisional membership 
requirements; or 

(ii) have had at least six years’ practical experience 
under the supervision or guidance of a full mem-
ber and have met the provisional membership 
requirements; or 

(iii) are members of a professional accountancy body 
that the Institute recognizes (e.g., the Institute of
Chartered Accountants of Australia, or the Insti-
tute of Chartered Accountants in England and 
Wales). 236

Provisional 
Members 

Holders of an accounting degree from USP, who have 
not yet met the practical experience requirement, are 
eligible for registration as Provisional Members. The 
prescribed degree requirements are presented in 
Appendix 5. 

Alternatively, those who have studied in Australia or 
New Zealand and are associates of ASCPA or provi-
sional members of ICANZ are eligible for provisional 
membership. 104

Affiliate 
Accountants 

Holders of the following tertiary qualifications can be 
admitted as Affiliate Accountants: Diploma of Ac-
counting from USP; Diploma in Business Studies (Ac-
counting) from FIT or from any other institute recog-
nized by the Institute. 107

Licensed 
Accountants 

Fifty-two accountants were admitted to the Institute 
when it was founded in 1973, based on their experi-
ence. This membership category is no longer available. 10

Student Members Students studying accountancy at tertiary institu-
tions are invited to become student members and par-
take in Institute activities. 21

 Total Members at 31 December 2000 515

47 Primary Sources:
• FIA. 2001. Annual Report 2000. p. 10.
• FIA. 2001. Requirements for Registration as a Member of the Fiji Institute of Accountants.
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Despite high admissions, the Institute loses significant numbers of
members annually—principally to emigration.

“While the number of new members admitted is encouraging, the Institute
continues to lose members—principally through emigration—and this has
particularly been the case in 2000, following the “civilian coup” on 19 May
2000. It is difficult to gauge with any precision the exact number of
members who have migrated permanently; 72 are known to have migrated.” 48

Figure 2: FIA Membership Trends 1995–2000 49

Table 11 sets out FIA’s admission requirements for Chartered
Accountants and compares these against international and selected country
requirements. IFAC recommends that the appraisal process be founded
upon the key components of a professional qualification, falling into:
(i) education—entry standards / body of knowledge; (ii) examinations—
tests of professional competence; and (iii) experience—relevant to the
practice function.50 Furthermore, IFAC requires that CPE be a requirement
for practicing accountants (see Appendix 4).

48 FIA. 2001. Annual Report 2000. p. 10.
49 Ibid. p. 10.
50 IFAC. June 1995. Statement of Policy of Council: Recognition of Professional Accountancy

Qualifications. New York: IFAC.
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Table 11: Professional Accountancy Qualifications 51

5. Institute of Public Sector Accountants of Fiji (IPSAF)

Introduction

The Institute of Public Sector Accountants of Fiji (IPSAF) was founded in
1998 to represent public sector accountants and to advance the profession
within the public service. IPSAF’s Constitution governs its operations and
stipulates election and management procedures. The Institute President,
Vice President and a five-person Committee govern IPSAF.

Requirement International  
Fiji Islands (FIA: Chartered 
Accountant, CA) 

Sri Lanka (ICASL: 
CA) 

Education  Recognized edu-
cation program 
(IFAC: IEG 9, Para 
26). 

 Prescribed degree in ac-
countancy (see Appendix 5).

 Range of entry 
qualifications ac-
cepted—degree 
not necessarily re-
quired. 

Examination  Yes (IFAC: IEG 9, 
Para 44). 

 While there is no specific 
professional examination, 
degree requirements cover 
aspects of professional ex-
aminations. 

 Yes. 

Practical Experi-
ence 

Minimum of three 
years practical ex-
perience in an ap-
propriate, super-
vised environment 
(IFAC: IEG 9, Para 
49). 

 Either at least three years 
since meeting the education 
requirement, or at least six 
years (i.e., concurrent with 
the education requirement). 
  Experience must be gained 
under the supervision of a 
Chartered Accountant in an 
approved undertaking. 

 At least three 
years for university 
degree holders and 
four years for oth-
ers. 

Continuing pro-
fessional 
education 
(CPE) 

Annual minimum 
of 30 hours, or 90 
hours over each 
three-year period, 
of structured 
learning activities 
(IFAC, ISAR). 

 /  20 hours annually, or 
60 hours over a three-year 
period. At least half should 
be structured (formal). 

 Recommended 
but not manda-
tory. 

51 Table adapted from: Favere-Marchesi, Michael. 2000. Audit Quality in ASEAN. The
International Journal of Accounting. Vol. 35(1). pp. 121-149.
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Membership and Finances

IPSAF had 214 members as of 31 December 2000 (see Table 9). The Institute
derives its income from fortnightly member subscriptions.

Table 12: IPSAF Membership, 31 December 2000 52

Activities
The Institute publishes a newsletter and convenes an Annual Conference—
the most recent of which was held in July 2001. It also provides limited
support for professional training activities for members.

6. Professional Quality Control and Assurance

In comparison to international guidelines and norms (see Appendix 4),
the FIA does not currently emphasize quality control assurance over
professional practices. However, the Institute has signaled its intention to
address this issue as part of its Corporate Plan.

7. Registered Tax Agents (RTAs)

The requirement for Tax Agent registration was introduced in the 1940s.
RTAs continue to provide advice on taxation matters. They are registered
with the Tax Registration Board of the Fiji Islands Revenue and Customs
Authority (FIRCA). RTA qualification requirements are currently quite
low, however FIA—through its representation on the TRB—is supporting
moves to improve these requirements.

Membership Category and Admission Requirements 1999 2000 

  Full Members 

Assistant Accounting Officers (AAOs) and above. 153 161 

  Associate Members 

Senior Clerical Officers (SCOs) or those who have com-
pleted a Diploma in Business Studies (Accounting), but have 
not been promoted to AAO. 38 53 

Total 191 214 

52 Institute of Public Sector Accountants of Fiji (IPSAF). 2001. Institute of Public Sector
Accountants of Fiji (IPSAF) for the year ended 31 December 2000. p. 5.
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Furthermore, it is contended that some RTAs provide accountancy
services to small businesses in areas where Chartered Accountants are not
available. This contravenes the FIA Act 1971, which conveys a monopoly on
these services to FIA members who hold Certificates of Public Practice.

8. Challenges and Responses: The FIA Corporate Plan

In the late 1990s, the FIA Council identified a range of issues that the Institute
faced. These included: (i) the need to align the FIA qualifications with
international and regional norms; (ii) the need to redefine FIA membership
categories and to increase membership; (iii) a growing international and
regional emphasis on quality assurance over professional activities; (iv) the
need to enhance CPE in line with international guidelines; (v) the need to
raise Fiji Islands’ accounting and auditing standards to international
standards; and (vi) the need to raise the profession’s status and effectiveness.

In response to these challenges, the Council developed a Corporate Plan
during 2000-01.53 The Corporate Plan was developed with assistance from
AESOP Business Volunteers (partially supported by AusAID). It details
six key result areas and associated action plans (see Table 13). The Institute
began implementing the Corporate Plan in 2001—beginning with a structural
reorganization.54

Table 13: Fiji Institute of Accountants: Corporate Plan 2001-2006 55

Objectives Activities 

I. Institute Membership and Services  

Promote Mutual Recognition of 
FIA Membership 

Update FIA admission criteria to at least 
Australian and New Zealand standards 

Update list of overseas bodies accepted by 
FIA to at least Australian and New Zealand 
level 

Implement an Internationally 
Recognized Graduate Profes-
sional Program (GPP) 

Design and progressively implement GPP 

Review and Redefine Member-
ship Categories and Increase 
Membership 

Analyze existing and potential membership 

Set sectoral targets for membership drive 

Redefine “Accountant” and  
“Accounting Profession” 

Review and introduce membership catego-
ries that better reflect market needs 

53 FIA. 2001. Corporate Plan 2001-2006.
54 McDonald, Ross (FIA President). 2001. Our Corporate Plan. The Fiji Accountant.

December 2001. p. 5.
55 Synopsis of: FIA. 2001. Corporate Plan 2001-2006.
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Objectives Activities 

II. Institute Support, Activities, Image 
and FIA Act 1971 

 

Improve FIA Technology  
Support 

Develop the Institute’s office technologies 

Promote the Institute and the 
Profession 

Implement FIA website 

Systemically promote the Institute and the 
Profession 

Realign the FIA Act 1971,  
Structures and Resources to  
Better Meet Members’ Needs 

Review and realign: (i) Council role and  
responsibilities; (ii) Committee structures, 
roles, responsibilities and resources; (iii) Ex-
ecutive Director role and responsibilities; 
(iv) Education and development, administra-
tive and technology support; (v) Financial 
resources usage; and (vi) the FIA Act 1971 

III. Professional Ethics and Discipline  

Introduce Quality Control and 
Benchmarking 

Introduce quality control and benchmarking 

Review, Promote and Monitor 
Professional Standards and  
Ethics 

Review discipline process 

Provide regular education to members on 
rules, regulations and standards 

Publicize Ethical Code and all breaches of 
the code and other relevant regulations and 
rules 

 

IV. Professional Education and Devel-
opment 

 

Implement High-Quality  
Professional Development (PD) 
Programs 

Review, revise and progressively implement 
PD program to meet market needs 

Progressively raise structured and unstruc-
tured PD hours to 40 hours, over a two-year 
period 

Provide Access to Education 
Programs 

Improve FIA-USP linkages through formal 
processes and systemically monitor and  
publish results 

Assess market needs through USP Advisory 
Board (or FIA resources) and publish results 

Review range and roles of education pro-
viders 

Provide access to education programs 

Ensure Traditional Accounting, 
Technical Accounting, IT,  
Specialist and Multidisciplinary 
Advisory Skills are Included in 
Education and PD Programs 

Regularly assess quality and content of  
education and PD programs 

Benchmark FIA program content and  
availability against similar Australian and 
New Zealand activities (at least) 

Table 13: Fiji Institute of Accountants: Corporate Plan 2001-2006 (continued)
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9. Issue Synopsis: Professional Infrastructure

Chapter VIII – Issues and Recommendations – identifies and describes
constraints and proposes corrective actions. These include the following
issues regarding Fiji’s professional accountancy infrastructure:
• The requirements for FIA Chartered Accountant membership fall

short of international guidelines in two respects: (i) the absence of a
professional examination; and (ii) lower-than-expected requirements
for CPE. However, the FIA Corporate Plan: 2001-2006 envisages that
these issues will be addressed.

• It is contended that inappropriately-qualified RTAs are performing
accountancy services in contravention of the monopoly conferred to
FIA members (who hold a CPP) under the FIA Act 1971.

• FIA’s membership categories do not extend to government accountants.

Objectives Activities 

V. Accounting and Auditing  
Standards 

 

Adopt and Actively Monitor  
Accounting and Auditing Stan-
dards 

Complete review and adoption of interna-
tional accounting and auditing standards 

Provide regular training on standards 

Actively monitor and report on field practices 
regarding standards 

Benchmark field practice to international 
standards 

Introduce Quality Control and 
Benchmarking 

Investigate, decide on and adopt quality  
control and benchmarking for FIA 

Monitor and evaluate results 

VI. Business and Government  

Improve the Focus and Impact  
of the Annual Congress 

Improve the focus and sectoral attendance at 
the Annual Congress 

Promote Fiji Business Prepare and systemically release comments 
to media 

Promote Small and Medium-
Sized Enterprises (SMEs) 

Establish “Small-to-Medium Business” event 
based on basic accounting and value-added 
accountancy services 

Coordinate annual event with others (e.g., 
tax agents, banks, etc) 

Issue quarterly communiqué on SME  
concerns 

Lead and Facilitate General  
Reform Program 

Develop FIA strategy and form a partnership 
with the public sector reform process 

Provide Public and Private  
Advice to Government 

Develop and publicize FIA plan and agenda 
for legislative changes 

Table 13: Fiji Institute of Accountants: Corporate Plan 2001-2006 (continued)
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IV. Accounting and Auditing Standards

This chapter describes the accounting and auditing standards that
 govern the preparation of external financial reports and their audit. It

comprises 10 sections as follows:

Part One: Accounting Standards
1 – Introduction – reviews the historical development of the Fiji Islands’

accounting standards.
2 – Accounting and Auditing Standards Committee (AASC) – outlines

the role, composition and activities of the AASC, the accounting and
auditing standard-setting body.

3 – Accounting Standard Setting Process – describes the accounting
standard-setting process.

4 – Fiji Accounting Standards (FASs) – describes FASs and their
application.

5 – Conformity with International Accounting Standards (IAS) –
examines differences between FASs and IASs.

6 – Public Sector Accounting Standards – describes the standards that
govern public sector financial reporting.

7 – Taxation Reporting Requirements – reviews the relationship
between financial reporting and taxation reporting practices.

Part Two: Auditing Standards
8 – Introduction – describes the development and application of Fiji

Standards on Auditing (FSAs).
9 – Comparison with International Standards on Auditing (ISA) –

examines differences between FSAs and ISAs.

10 – Issue Synopsis: Accounting and Auditing Standards – summarizes
the issues identified in this chapter.

Part One. Accounting Standards

1. Introduction

The FIA Act 1971 provided for the establishment of FIA. Section 6(a) of the
Act states that one purpose of the Institute is to “register accountants and
to regulate the practice of the profession of accountancy in Fiji.” In
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accordance with the Act, the Institute began issuing non-mandatory
Recommendations on Accounting Practice shortly after its establishment.

The first FAS was issued in 1976—by 1998, there were 28 FASs. While
these FASs were primarily based upon IAS; Australian and New Zealand
accounting standards were sometimes adapted (where the Institute felt
they were more suited to Fiji Islands’ conditions).

In January 1999, the Institute’s Council agreed (in principle) to adopt
IASs and ISAs as the basis for completely new revised sets of Fiji Accounting
and Auditing Standards.56 To this end, a comparative review of IASs and
FASs began in November 1999 and was completed in 2001. The review
concluded with FASs being reissued. Priority has now shifted to reviewing
ISAs for their application in the Fiji Islands.

Financial reports are generally prepared on the basis of FASs. However,
the use of FASs is not clearly legally mandated; even recent legislation—
such as the Banking Act 1995 and the Public Enterprise Act 1996—does not
specify the basis for financial statement preparation.

2. Accounting and Auditing Standards Committee (AASC)

The AASC of the FIA recommends the promulgation of accounting and
auditing standards to the Institute’s Council. The Council approves and
promulgates standards.

AASC membership is not fixed, but typically comprises nine members
drawn from accounting firms, the public and private sectors and academia.57

The Committee’s composition has recently altered to reflect the new
emphasis on promulgating auditing standards—it is now dominated by
practicing auditors. The FIA Council appoints the Committee members.

3. Accounting Standard Setting Process 58

The AASC is responsible for: (i) deciding which standards are high priority
in terms of basic disclosure requirements; (ii) reviewing equivalent
standards issued by other accounting bodies; (iii) recommending the
promulgation of accounting and auditing standards to the Institute’s

56 FIA. 2000. Annual Report 1999. p. 6.
57 Pathik, Kushilliya. December 1999. Extent of Non-compliance with Fiji Accounting Standards:

A Survey of Public Companies and Statutory Authorities. University of the South Pacific:
Unpublished Manuscript. p. 52.

58 Ibid. pp. 63-64.

DSAA - Fiji.pmd 05/02/03, 3:12 PM56



ACCOUNTING AND AUDITING STANDARDS

57

Council; and (iv) ensuring that the accountancy profession complies with
FASs. While the AASC’s standard-setting process is less rigorous and
regimented than that of other standard-setters, this reflects the
environmental reality of a small profession and undeveloped capital
markets. Furthermore, this is of minimal concern given the recent adoption
of IAS-based accounting standards.

4. Fiji Accounting Standards (FASs)

In 2001, the FIA Council approved the adoption of a new set of FASs. Table 14
lists the effective FASs and identifies their IAS parent (where relevant).

It had been intended that the new FASs would be effective for
reporting periods beginning on or after 1 January 2001. However, in the
face of events—including printing delays—implementation was deferred
until 1 July 2001. Furthermore, although some standards do not come into
effect until 1 January 2005, FIA encourages their earlier adoption. The AASC
intends to realign FASs with IASs every three years.

Table 14: Fiji Accounting Standards as at 31 January 2002 59

No. Title 
IAS 

Equivalent 
Differential 
Reporting Comments 

Effective 
Date 

… Framework for the 
Preparation and 
Presentation of 
Financial State-
ments 

IAS Frame-
work 

… … 1 Jan 2001 

1 Presentation of 
Financial State-
ments 

IAS 1 Yes … 1 Jan 2001 

2 Inventories IAS 2 … FAS 2 does 
not permit 
the IAS-
allowed 
LIFO 
treatment. 

1 Jan 2001 

7 Cash Flow Statements IAS 7 … … 1 Jan 2001 

59 Sources:
• FIA. December 2001. Institute Incorporates International Accounting Standards.

The Fiji Accountant. pp. 15-17.
• FIA. 2002. Fiji Accounting Standards. Suva: FIA.
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No. Title 
IAS 

Equivalent 
Differential 
Reporting Comments 

Effective 
Date 

8 Profit or Loss for the Pe-
riod, Fundamental 
Errors and Changes 
in Accounting Poli-
cies 

IAS 8  … … 1 Jan 2001 

10 Events After the Bal-
ance Sheet Date  

IAS 10  … … 1 Jan 2001 

11 Construction Contracts IAS 11  … … … 

12 Accounting for Income 
Taxes  

… Yes IAS 12 (In-
come Taxes) 
has not been 
adopted—
the existing 
FAS 12 re-
mains in 
force. 

Not 
applicable 

14 Segment Reporting  IAS 14  Yes … 1 Jan 2001 

15 Information Reflecting 
the Effects of 
Changing Prices  

IAS 15  … … 1 Jan 2005 

16 Property, Plant and 
Equipment  

IAS 16  … … 1 Jan 2001 

17 Leases  IAS 17  Yes … 1 Jan 2001 

18 Revenue  IAS 18  … … 1 Jan 2001 

19 Employee Benefits  IAS 19  … … 1 Jan 2005 

20 Accounting for Gov-
ernment Grants and 
Disclosure of Gov-
ernment Assistance  

IAS 20  … … 1 Jan 2001 

21 The Effects of Changes 
in Foreign Exchange 
Rates  

IAS 21  … FAS 21 in-
cludes an 
additional 
provision 
that allows 
deferral 
where cur-
rency-risk 
hedging is 
not available. 

1 Jan 2001 

22 Business Combinations  IAS 22  … … 1 Jan 2001 

Table 14: Fiji Accounting Standards as at 31 January 2002 (continued)
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No. Title 
IAS 

Equivalent 
Differential 
Reporting Comments 

Effective 
Date 

23 Borrowing Costs  IAS 23  … … 1 Jan 2001 

24 Related Party 
Disclosures  

IAS 24  Yes … 1 Jan 2001 

26 Accounting and 
Reporting by 
Retirement Benefit 
Plans 

IAS 26  … … 1 Jan 2005 

27 Consolidated Financial 
Statements and 
Accounting for 
Investments in 
Subsidiaries 

IAS 27  … … 1 Jan 2001 

28 Accounting for 
Investments in 
Associates  

IAS 28  … … 1 Jan 2001 

29 Financial Reporting in 
Hyperinflationary 
Economies  

IAS 29  … … 1 Jan 2005 

30 Additional Disclosures 
by Financial 
Institutions  

… … The current 
FAS 30 
remains 
applicable. 

Not 
applicable 

31 Financial Reporting of 
Interests In Joint 
Ventures  

IAS 31  … … 1 Jan 2005 

32 Financial Instruments: 
Disclosures and 
Presentation  

IAS 32  … … 1 Jan 2005 

33 Earnings Per Share  IAS 33  Yes … 1 Jan 2001 

34 Interim Financial 
Reporting  

IAS 34  … … 1 Jan 2001 

35 Discontinuing 
Operations 

IAS 35  … … 1 Jan 2005 

36 Impairment of Assets IAS 36  … … 1 Jan 2005 

37 Provisions, Contingent 
Liabilities and Con-
tingent Assets  

IAS 37  … … 1 Jan 2005 

38 Intangible Assets  IAS 38  … … 1 Jan 2005 

Table 14: Fiji Accounting Standards as at 31 January 2002 (continued)
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No. Title 
IAS 

Equivalent 
Differential 
Reporting Comments 

Effective 
Date 

39 Financial Instruments: 
Recognition and 
Measurement  

IAS 39  … … 1 Jan 2005 

101 Materiality … …  Not 
applicable 

103 Accounting for Value 
Added Tax (VAT) 

… … There is no 
IAS for VAT. 

Not 
applicable 

Three issues deserve attention in relation to the new FASs and other
DMCs should be encouraged to examine the Fiji Islands’ approach. First,
the IASB holds exclusive copyright over IASs. In this respect, the FIA has
negotiated a license for their usage. Second, FASs include a section that
clearly identifies differences from the IAS text (see Box 1).

Box 1: FAS 2 Inventories: Differences from the Text of IASs

Third, the IASB has been working on developing a differential financial
reporting regime since 1998 (see Appendix 7). In the Fiji Islands, the more
complex FASs only apply to larger and publicly accountable organizations
(see Box 2).

Table 14: Fiji Accounting Standards as at 31 January 2002 (continued)

Para.  

2 The final three words of the International Standard have been amended to 
reflect Fiji circumstances. 

5 The words “International Accounting Standard” in the last line of the Inter-
national Standard have been omitted. 

23 The wording of the International Standard has been amended to read: “The 
cost of inventories, using the last-in first-out (LIFO) formula is not permit-
ted under this standard.” 

… Paragraph 36 of the International Standard is also omitted as it is concerned 
with the use of the LIFO formula, and the subsequent paragraphs renum-
bered. 
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Box 2: FAS 14 Segment Reporting: Differential Reporting 60

5. Conformity with International Accounting Standards (IAS)
Because of AASC’s decision to make FASs IAS-compliant, there are few
material differences. In particular, the new FASs mirror IASs in terms of
section and paragraph numbering. This enables users to make direct
FAS-IAS comparisons and to readily use IAS reference materials. However,
the following differences are identified:

IASs not adopted (yet) by the Fiji Islands’:
IAS 40 Investment Property.
IAS 41 Agriculture.

Alterations to IASs:
IAS 2 Inventories. The use of the LIFO method for inventory

valuation is not permitted by FAS 2.
IAS 12 Income Taxes. This standard has not been adopted.

Instead, the existing FAS 12, which uses tax-effect
accounting, remains in force.

IAS 21 Effects of Changes in Foreign Exchange Rates. FAS 21 includes
an additional provision that allows deferral where
currency-risk hedging is not available.

IAS 30 The current FAS 30—Additional Disclosures by Financial
Institutions—continues in force.

Additional Country-specific national standards that have been
developed:

FAS 101 Materiality.
FAS 103 Accounting for Value Added Tax.

Application of the FAS is mandatory for all reporting entities that are publicly ac-
countable and for reporting entities that are large. An entity is considered publicly 
accountable if it has any debt or equity instruments on public issue or has the coer-
cive power to tax, rate or levy to obtain public funds. An entity is considered to be 
large if it meets any two of the following criteria: 

Its revenue for the accounting period exceeds F$2.5 million. 

Its total assets as at balance date exceed F$1.5 million. 

It employs more than 20 people. 

The application of this standard is also encouraged for all other reporting 
entities.  

60 FIA. 2002. Fiji Accounting Standards: FAS 14 Segment Reporting. Suva: FIA.
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6. Public Sector Accounting Standards

Statutory authorities and public enterprises are implicitly required to
prepare accrual-based financial statements in accordance with FASs.
Ministries and departments prepare cash-based accounting reports. While
the Government Finance Instructions and Regulations govern the preparation
of these reports, these instructions are not accounting standards and are
not internationally comparable.

A recent study investigated preferences as to who should set
accounting standards for, and monitor their application in, the public
sector. Amongst other things, the study concluded that there is substantial
stakeholder support for the introduction of public sector accounting
standards within the Fiji Islands.61

7. Taxation Reporting Requirements

Taxation laws and regulations govern the preparation of tax information—
there are no direct linkages to accounting standards. However, in the
interests of efficiency, some statement preparers do use mandated taxation
depreciation rates to prepare financial statements.

Part Two. Auditing Standards

8. Introduction

Fiji Standards on Auditing (FSAs) are developed by the AASC and
promulgated by FIA’s Council (see pages 55-57). With the release of the
revised FASs, priority has now shifted to reviewing ISAs and International
Auditing Practice Statements (IAPSs) for their application in the Fiji
Islands. By January 2002, the AASC had reviewed 26 of the existing ISAs
and IAPSs (see Appendix 8).

The AASC intended to complete the review exercise by March 2002.
The recommended revised Fiji Standards on Auditing (FSAs) and Fiji
Auditing Practice Statements (FAPSs) will then be presented to Council
for consideration. The exercise should be completed by December 2002
after which the AASC intends to realign FSAs and FAPSs with ISAs and
IAPSs every three years.

61 Vatuloka, Eroni and Greg. E. Shailer. 2000. Preferences for the Regulation and
Monitoring of Fijian Government Accounting. Asian Accounting Review. Vol(8). No. 2.
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9. Comparison with International Standards on Auditing
(ISA)

The International Auditing and Assurance Standards Board (IAASB), under
IFAC auspices, works to improve the uniformity of auditing practices by
issuing pronouncements on auditing issues and promoting their
acceptance. Its key pronouncements are ISAs and IAPSs.

Although the process is only partially completed, the FIA’s effort to
harmonize FSAs with ISAs means that there are unlikely to be significant
differences with ISAs.

10. Issue Synopsis: Accounting and Auditing Standards

Chapter VIII – Issues and Recommendations – identifies and describes
constraints, and proposes corrective actions. These include the following
issues regarding Fiji Islands’ accounting and auditing standards:
• Other DMCs should be encouraged to follow the Fiji Islands’ lead in:

o Licensing IASs from IASB.
o Including a section in each FAS that explicitly identifies

differences between the FAS and the equivalent IAS.
o Developing a differential financial reporting regime. Smaller

organizations (that are not publicly accountable) do not have to
comply with the more complex FASs. The IASB should be formally
notified of the Fiji Islands’ approach (given its differential
reporting project).

• Financial statement preparers, rather than financial statement users,
dominate AASC’s membership.

• FASs and FSAs do not have direct legal backing. This allows financial
statement preparers significant latitude when selecting accounting
policies.

• There are no formal mechanisms to monitor compliance with FASs
and FSAs.
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V. Accounting and Auditing Training

This chapter describes accounting and auditing education and train-
ing and is structured as follows:

1 – Introduction – introduces accountancy education and training in
the Fiji Islands.

2 – International Standards and Guidance on Accountancy Education
– describes international standards and guidance in relation to
accountancy education and training.

3 – University of the South Pacific (USP) – discusses USP’s activities
and courses.

4 – Fiji Institute of Technology (FIT) – describes FIT’s course offerings.
5 – Fiji National Training Council (FNTC) – discusses the accounting

education role of FNTC.
6 – Foreign Training Institutions – describes the presence and activities

of foreign training institutions within the Fiji Islands.
7 – Government Accountant Service Examinations – outlines the nature

and contents of the civil service examinations for government
accounting personnel.

8 – Government Training Activities and Initiatives – describes
government plans to improve the skills and qualifications of
accounting personnel.

9 – ADB Experience with Pacific Capacity Building – identifies lessons
that ADB has learned about capacity building in the Pacific.

10 – Issue Synopsis: Accounting Education and Training – summarizes
the issues identified in this chapter.

1. Introduction

Fiji Islands has the strongest accountancy education infrastructure in the
South Pacific. In particular, the University of the South Pacific (USP)
compares well with many Australian and New Zealand higher education
institutions. The Fiji Institute of Technology (FIT) complements USP with
its more practically oriented education programs. As with USP, FIT
compares well with other regional training bodies.

There is high and increasing demand for accountancy education—
particularly since the events of May 2000. Among other things, this reflects:
(i) well-paying employment positions that emigrants have vacated; and
(ii) the international acceptability of accountancy qualifications.
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On the supply side, a number of foreign (particularly Australian and
New Zealand) education providers have established operations in the Fiji
Islands. These institutions offer technician-level accountancy
qualifications. These qualifications are extremely attractive given the
inherent emigration possibilities. However, it is not the purpose of this
study to comment on the public policy aspects of these arrangements.

 In the public sector, the Government appears committed to strength-
ening the qualifications and skills of accounting personnel. To this end,
the MOFANP has established a Training Committee, developed a Training
Policy, and is in the process of strengthening its Training Department.

2. International Standards and Guidance on Accountancy
Education

The international community has issued a variety of guidance on
accountancy education. These materials are extremely relevant to Fiji
Islands’ efforts to introduce professional examinations, and includes:
• Quality Issues For Internet and Distributed Learning in Accounting Education.

This IFAC Education Committee discussion paper discusses the
environment that encourages the design, development and delivery
of high-quality Internet and distributed learning in global accounting
education. It offers recommendations for assessing the quality of
Internet education and distributed learning.62

• Discussion Paper on Assistance Projects in Accountancy Education and
Development. This IFAC Education Committee discussion paper, which
is based on the experiences of 15 IFAC member organizations, looks
at some of the common aspects of successful aid and assistance projects
and the impediments that can derail the process. It is meant to be of
assistance to accountancy organizations and consultants involved in
aid projects for the development of accountancy education, as well as
potential donors.63

• International Education Guideline 9: Accounting Education and Experience. This
IFAC guideline sets out high-level curriculum expectations.64

62 IFAC. 2000. Quality Issues For Internet and Distributed Learning in Accounting Education. New
York: IFAC. Education Committee. www.ifac.org

63 IFAC. 2000. Discussion Paper on Assistance Projects in Accountancy Education and Development.
New York: IFAC. Education Committee. www.ifac.org

64 IFAC. 1996. International Education Guideline (IEG) 9: Accounting Education and Experience.
New York: IFAC.

DSAA - Fiji.pmd 05/02/03, 3:12 PM66



ACCOUNTING AND AUDITING TRAINING

67

• Guideline for a Global Accounting Curriculum and Other Qualification
Requirements. This United Nations Conference on Trade and
Development (UNCTAD) report sets out (i) requirements for the
qualifications of professional accountants; and (ii) a guideline for
national systems for the qualifications of professional qualifications.65

• Global Curriculum for the Professional Education of Professional Accountants.
This UNCTAD report sets out curriculum requirements including:
(i) organizational and business knowledge; (ii) information
technology; and (iii) accounting and accounting-related knowledge.66

3. University of the South Pacific (USP) 67

Introduction

Established in 1968, USP has 12 member countries: Cook Islands, Fiji
Islands, Kiribati, Marshall Islands, Nauru, Niue, Samoa, Solomon Islands,
Tokelau, Tonga, Tuvalu, and Vanuatu. It offers undergraduate and
postgraduate study programs; including teaching, tourism, journalism,
agriculture, science and environmental management, technology, computing
and information systems, banking and finance, public administration and
management, counseling and social services.

A distance education program delivers academic courses to almost
half of USP’s total student body throughout the 12 member countries,
supported by University Centers (see Table 15). Other students study full
or part-time at the University’s three major campuses in Fiji (Laucala),
Vanuatu and Samoa. Smaller University Centers in each member country
offer academic, administrative and communications technology support
to distance-education students enrolled through University Extension.
Ninety-five percent (4,643) of USP’s internal students were studying at
the Laucala (Suva) campus during 2000. Unfortunately, the May 2000
events affected USP’s Laucala campus operations (see Box 3).

65 UNCTAD. 1999. International Accounting and Reporting Issues: 1999 Review. New York: UN.
66 Ibid.
67 Primary Sources:

• University of the South Pacific (USP). 1998. USP Strategic Plan. Suva: USP.
• www.usp.ac.fj
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Box 3: Samoa’s Graduate Numbers Fall, Fiji Coup Blamed68

USP’s 1998 Strategic Plan identifies good governance as important.
However, the disciplines necessary to strengthen good governance are not
obvious amongst the plan’s five priority programs: (i) agriculture;
(ii) sustainable development and environmental management; (iii) marine
studies; (iv) teacher education; and (v) tourism.69

USP Department of Accounting and Financial Management

The objectives of the Department of Accounting and Financial Manage-
ment, within the School of Social and Economic Development, are: (i) to
meet the region’s needs for personnel in accounting and banking at the
professional and paraprofessional level; and (ii) to undertake applied
research and consultancy in the fields of accounting, finance and banking.
USP offers undergraduate and postgraduate degrees in accounting and
financial management (see Appendix 9 and Appendix 10, respectively, for
course details).

The number of Samoan graduates has fallen by 15 percent from last year, Assistant Sec-
retary of the Public Service Commission Valovalo Tusani confirmed. 

Mr Tusani, who heads the Commission’s Human Resource Management division, said 
the main reason was the 2000 coup in Fiji, where many Samoans undertake tertiary 
education. 

“The majority of Samoan students had to return to Samoa,” he said, “Students who 
could afford it went to universities in New Zealand to complete their studies.” 

He said numbers are expected to pick up again at the end of this year. 

“With the proviso Fiji doesn’t face any more political instability,” he explained. 

68 Reported by the Pacific Islands News Association (PINA). January 2002.
www.pinanius.org

69 University of the South Pacific (USP). 1998. USP Strategic Plan. Suva: USP. pp. 4-5.
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Table 15: USP Student Statistics 2000 70

The Department is currently engaged in dialogue with the FIA to
establish a graduate professional orientation program. Moreover, the
postgraduate Diploma in Banking was established to promote specialist
skills within the banking community.

The number of students being taught by the Department is increasing
rapidly (see Figure 3). At the same time, the Department is facing problems
filling vacancies (in 2000 the Department had 13 staff of whom 10 were
based in the Fiji Islands). The net effect is that the Student-Staff ratio
deteriorated from 31.4 in 1999 to 43.9 in 2000. Despite this, the Department
is recognized for its high academic standards:

“Universally there (was) considerable praise for the accounting graduates
with one practitioner indicating that he thought USP graduates might be
better than certain internationally-trained Fijian students.” 71

Enrolled Students 
Country 

Internal External Total

FTEs Studying  
Accounting and Finance 

Cook Islands     28     74     102 4.3

Fiji   3,814   2,851   6,665 533.4

Kiribati     140     234     374 14.3

Marshall Islands      7     72     79 0.5

Nauru      7     38     45 0.3

Niue     11     34     45 1.4

Samoa     215     185     400 23.1

Solomon Islands     268     163     431 16.3

Tokelau      4      1      5 0.1

Tonga     114     262     376 18.9

Tuvalu     81     65     146 6.5

Vanuatu     134     199     333 11.5

Others     91     26     117 4.8

Total   4,914   4,204   9,118 635.4

70 Primary Source: www.usp.ac.fj
71 External Reviewer’s Report in Respect of the Department of Accounting and Financial

Management within the School of Social and Economic Development. The University
of the South Pacific, 2001.
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Figure 3: USP Accounting and Financial Management Department, FTE
Students 1995–2000 72

4. Fiji Institute of Technology (FIT)

FIT provides technical and vocational education and training at
post-secondary school level. Its programs range from trade certifications
to advanced diplomas. The New Zealand Qualifications Authority (NZQA)
recognizes many of FIT’s programs.

Among other things, the Institute’s School of Commerce offers the
following relevant courses of study:

• Certificate in Business (Accounting).
• Certificate in Customs (Tariff Studies).
• Diploma in Business Studies (Accounting).
• Diploma in Customs (Tariff Studies).
The School of Commerce had around 1,700 Equivalent Full-Time Students

(EFTS) in 2001. There has been a significant increase in the number of
public sector accountants undertaking courses in the past four years.

The FIA recognizes the FIT Diploma in Business Studies (Accounting)
for admission as an Affiliate Accountant.
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5. Fiji National Training Council (FNTC)

The Fiji National Training Act established FNTC in 1973. The Council,
which is responsible under the Act to the Minister for Labor and Industrial
Relations, is a tripartite body, comprising representatives from government,
employers and employee unions. FNTC is predominantly funded by
employer levies.

FNTC contracts training providers—such as Western Sydney Institute
of Technology of NSW—to provide accounting courses, including:

• Fundamentals of Business Accounting
• Advanced Business Accounting
• Certificate III in Accounting
• Certificate IV in Accounting
• Diploma in Accounting
• Advanced Diploma in Accounting

6. Foreign Training Institutions

A plethora of foreign (mainly Australian and New Zealand) education
providers have established operations in the Fiji Islands (see Table 16).
These Institutions offer technician-level accountancy qualifications. While
the quality of education offered by some of these institutions has been
questioned—given their small size and limited resources (for instance,
library materials)—their qualifications are extremely attractive due to the
inherent emigration possibilities.

Table 16: A Sample of Foreign Accountancy Education Providers

Institution Description 

New Zealand Pacific 
Training Center 
(NZPTC) 

NZPTC offers diplomas from the Box Hill Institute of TAFE in 
Melbourne Australia. These include: 
 Business Accounting 
 Banking and Finance 

South Pacific Edu-
cation College 
(SPEC) 

CPEC franchises courses from the Chisholm Institute TAFE 
(Victoria, Australia). Relevant courses include: 
 Diploma in Business Accounting (DBA) 
 Certificate in Business Accounting 

Sangam Institute of 
Technology (SIT) 

SIT offers the following TAFE-NSW courses: 
 Certificate III in Accounting 
 Certificate IV in Accounting 
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7. Government Accountant Service Examinations

Civil servants performing accounting duties must successfully complete
public service examinations before their employment or promotion. This
requirement is waived where the officer has a recognized academic
qualification (for instance, an accountancy degree from USP). The
examination syllabi differ from those for academic accountancy qualifica-
tion (see Table 17).

Table 17: Civil Service Accounting Examinations

Table 16: A Sample of Foreign Accountancy Education Providers (continued)

Institution Description 

Central Queensland 
University 
(CQU) 

Suva-based CQU offers a Bachelor of Business (Accounting) 
program. Relevant Courses include: 
 ACCT11057 Principles of Accounting  
 ACCT19061 Corporate Accounting  
 ACCT19063 Contemporary Issues in Accounting  
 ACCT20047 Strategic Cost Management  
 ACCT20051 Accounting for Decision Making  
 ACCT19066 Accounting Systems and Assurance  
 ECON19031 Environmental Economics  
 ECON19033 Macroeconomics  
 FINC19011 Business Finance  
 FINC19012 Investment Analysis and Risk Management  
 FINC20006 Organizational Finance  
 FINC20010 Capital Budgeting  

Western Sydney 
Institute of Tech-
nology of NSW, 
Australia (in as-
sociation with 
FNTC) 

This institute provides training courses under contract to 
FNTC. The courses include: 
 Certificate III in Accounting 
 Certificate IV in Accounting 
 Diploma in Accounting 
 Advanced Diploma in Accounting 

Exami-
nation 

Syllabus Content 

H(1) The Examination H(1) syllabus was effective from 1993 and focuses on the key 
requirements of the Finance Instructions and Regulations.  

H(2) The Examination H(2) syllabus builds upon the H(1) syllabus by focusing 
upon the Finance Act and taking a more detailed look at the Finance Instructions 
and Regulations. The syllabus extends to the Government Stores Instructions and Fi-
nance (Supplies and Services) General Regulations 1982. 
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8.  Government Training Activities and Initiatives

Introduction

The Government recognizes that suitably skilled accountants will be
required in the public sector, if its FMR program is to be successfully and
sustainably implemented.

“Government has publicly declared that curbing corruption and other
unethical behavior is an integral part of its effort to promote transparency,
integrity and good governance. It has put in place a number of initiatives,
including … training workshops for all government accounting officers to
reinforce the need for strict adherence to rules and regulations, procedures
and requirements relating to financial management and control.”

– Prime Minister Laisena Qarase, January 200273

Table 17: Civil Service Accounting Examinations (continued)

Exami-
nation 

Syllabus Content 

S The Examination S syllabus is divided into three papers: 

Paper A: English. Covers writing, comprehension and language study. 

Paper B: The State and the Public Service. Covers the functions of state insti-
tutions, ministries and departments, statutory bodies, committees and public 
service administration. 

Paper C: Government Accounting System. Covers the Finance and Audit 
Acts, budget and monetary spending, finance instructions and stores instruc-
tions. 

U The Examination U syllabus is divided into two papers: 

Paper A: English. Covers writing, comprehension and language study. 

Paper B: The Government Accounting System. Covers: Finance and Audit 
Acts, budgeting and monitoring, balance sheets and reports, finance Instruc-
tions, and stores instructions. 

E The Examination E syllabus is divided into three papers: 

Paper A: Machinery of Government, which covers the Legislature and Execu-
tive, the Judiciary, Service Commissions and the Ombudsman. 

Paper B: The Fiji Public Service. 

Paper C: Government Accounting System. 

73 Qarase, Laisenia (Prime Minister of the Republic of the Fiji Islands). 2002. A Pledge
Honoured, and Promises Fulfilled. Newspaper advertisement published in the Fiji Times.
29 January.
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Public Service Commission (PSC): Training Division

The PSC’s Training Division contracts service providers to conduct
specialist courses for the Senior Executive Service and for Middle Managers.
These courses are offered on an annual basis and include a two-day financial
management course.

Ministry of Finance and National Planning (MOFANP)

In 2000, the Permanent Secretary for Finance established the MOFANP’s
Training Committee on the basis that “there is an urgent need to update
the qualifications and skills of existing staff especially in view of the
upcoming reforms, technological advancement and changing management
needs. Strategically, they must be equipped with appropriate skills and
basic qualifications to enable them to meet the challenges of professionalism
with efficiency, effectiveness, innovation and independence.”74

Under existing arrangements, 10 civil servants are sent to FIT for
training each semester. The MOFANP has advocated sending 10 additional
officers per semester to pursue Diploma in Business Studies (Accounting).
The public service does not currently sponsor officers to pursue Diploma
in Accountancy studies at USP.

The Permanent Secretary for Finance chairs the Training Committee,
whose primary focus is training existing staff in economics, management
and accounting. The Committee’s secondary focus is classroom training
on accounting procedures and practices.

The MOFANP’s Training Department is currently being strength-
ened—a Training Director is likely to be appointed soon. The Department’s
objectives are to: (i) develop, update and maintain a database in respect of
all MOFANP-based staff as well as the accounting cadre to facilitate the
conduct of training needs analysis; (ii) upgrade the qualifications and skills
and improve the performance of MOFANP staff through training and
development; (iii) develop and conduct training courses; (iv) cater for the
national workforce requirements in the finance/accounting cadre through
sponsorship of identified staff for further training and development through
in-service training awards; and (v) ensure compliance with Section 140c
of the Constitution that “men and women equally, and members of all ethnic

74 MOFANP. 2000 March 27. Training of Accounting Staff. Memorandum.
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groups, should have adequate and equal opportunities for training and
advancement.75

But the MOFANP recognizes that a thorough training-needs analysis
must first be conducted to determine the training requirements in the
following categories: (i) organizational needs; (ii) occupational needs; and
(iii) individual needs.

9. ADB Experience with Pacific Capacity Building76

The shortage of managerial and technical skills is a major development
constraint. The human resources and institutional capacity in the PDMCs
remain extremely weak, which is in large measure caused by the small labor
market and limited local education opportunities. Weak human and
institutional capacities are perhaps the most significant obstacle to
achieving efficient social and economic systems.

Weaknesses range from the weak capacities of parliaments to debate
policy issues and effectively oversee government administration, to the
limited professionalism of the civil service, the weak capacity of sectoral
agencies to regulate and manage critical public services, and the ability of
the private sector to engage the necessary business and technical skills.
The shortage of skills in the smallest and remotest PDMCs is to be expected,
and there is no easy solution. However, while much effort has been
expended in building skills in the larger PDMCs such as the Fiji Islands
and the Melanesian countries, durable capacity is still lacking. The
important lesson from capacity-building efforts in the Pacific so far is that
it is a long-term task requiring sustained attention and investments. There
are serious risks in being overly ambitious, given the weak base in most
countries.

To some extent, providers of external assistance have contributed to
the problem of low capacity. Multilateral and bilateral donors design
complex projects and programs, and then field a battery of consultants to
implement these because local capacity cannot cope. Capacity-building
programs are often resourced by long-term consultants who often are
technical rather than capacity-building specialists, and who end up doing
the work themselves rather than transferring skills. Governments
compound the problem by not adhering to a policy that allows trained

75 MOFANP. 2001. Training Policy.
76 ADB. September 2000. A Pacific Strategy for the New Millennium. Office of Pacific Operations.

Manila: ADB. p. 11.
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incumbents to stay in place over an adequate period of time to have an
impact on institutional operations. Finally, while bilateral programs have
devoted much investment to overseas education and training, these
programs are plagued by the consequent emigration of trainees, seeking
more attractive overseas employment opportunities.

10. Issue Synopsis: Accounting Education and Training

Chapter VIII – Issues and Recommendations – identifies and describes
constraints, and proposes corrective actions. These include the following
issues regarding accounting education and training in the Fiji Islands:
• The service examinations for civil servants performing accounting

duties differ from those for academic accountancy qualifications.
• The Government—particularly the MOFANP—is emphasizing

accountancy training within the civil service. Progress is being made
with the establishment of a Training Committee, Training Policy and
through strengthening of the Training Department. However, a
comprehensive training-needs-analysis is yet to be undertaken to
support the development of a training strategy and training programs.
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VI. Government Budgeting and Accounting

T his chapter describes government budgeting and accounting
  arrangements. It focuses on the core government—the accounting and

auditing arrangements for public enterprises (and associated issues) are
discussed in Chapter II. Chapter II also describes the role and activities of
the Auditor General and the OAG (see pages 36-41). The preceding chapters
covered many aspects of government budgeting, accounting and auditing
arrangements, including staffing constraints, the legal framework,
professional arrangements, accounting and auditing standards, and training
initiatives.

The Government, with support from PFTAC, is currently assessing
public sector management arrangements and options for making
improvements. Given this state of flux, this part of the diagnostic study is
limited to describing existing arrangements, with a focus on personnel
issues. It is structured as follows:

1 – Introduction – describes the governmental environment.
2 – Legal and Institutional Framework and Roles – sets out the key laws

that govern government budgeting and accounting arrangements.
3 – Accounting Basis and Accounting Information Systems – describes

the basis for government accounting and discusses the status of
accounting information systems.

4 – Government Accounting Personnel – discusses the capability of
government accounting personnel and planned enhancement
initiatives.

5 – The Financial Management Reform (FMR) Program – describes the
objectives and components of the FMR program.

6 – Issue Synopsis: Government Budgeting and Accounting –
summarizes the issues identified in this chapter.

1. Introduction

The Fiji Islands has a large and pervasive public sector, with high and
growing public debt levels. The Government’s announced fiscal policy
objectives are to maintain stability, while supporting economic growth
and higher investment. The 2002 Budget signaled a significant loosening
of fiscal policy with the intention of supporting economic growth. It
projected a net deficit of 6.3 percent of GDP for 2002 (see Figure 4). The
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Government will “ensure that the net deficit is reduced to around
2.5 percent of GDP by 2005.”77

There is increasing evidence of an accountability breakdown within
the Fiji Islands’ government. These breakdowns continue to make news.
Most recently, it has been alleged that the Agriculture Ministry has mis-
used F$16 million.78 In particular, it appears that civil servants ignored pro-
curement, appropriation and accounting rules. Moreover—in a worrying
mirror of the recent Enron collapse in the United States—allegations have
been made that important documents were deliberately destroyed.

The Government has publicly declared that curbing corruption and
other unethical behavior is an integral part of its effort to promote trans-
parency, integrity and good governance.79 It has announced several respon-
sive measures, including:
• Establishing a new disciplinary unit to investigate alleged abuses. The

Unit will include the PSC Secretary, the Finance Permanent Secre-
tary and the Solicitor General.

• Establishing a joint Civil Service Management Committee to consider au-
dit reports of the Auditor General and the MOFANP Internal Audit
Unit, and to make recommendations to the PSC, the MOFANP and
the State Law Office on disciplinary actions to be taken against those
liable and found guilty of official corruption, misuse of government
resources, and laxity in job performance in the public service.

• Strengthening the human and other resources of the Internal Audit
Unit of the MOFANP to ensure that it performs effectively.

• Providing special powers to the MOFANP’s Internal Audit Unit to
undertake spot checks on government ministries, departments, of-
fices and agencies to ensure integrity and honesty of their systems
and staff, with special emphasis on those sections that administer and
manage government contracts, services and licenses.

• Closely coordinating responses between the Civil Service Management
Committee and the Internal Audit Unit in relation to reports of the
Auditor General and the Public Accounts Committee, to ensure that

77 MOFANP. 2001 November 9. Economic and Fiscal Update: Supplement to the 2002 Budget
Address. Government of the Fiji Islands. p. 42.

78 Sydney Morning Herald. 2002. Fiji Government Dogged By Agricultural Scandal.
16 January.

79 Qarase, Laisenia (Prime Minister of the Republic of the Fiji Islands). 2002. A Pledge
Honored, and Promises Fulfilled. Newspaper advertisement published in the Fiji Times.
29 January.
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responsible officers take appropriate corrective measures or face dis-
ciplinary action.

• Emphasizing training workshops for all government accounting offi-
cers to reinforce the need for strict adherence to rules and regulations,
procedures and requirements relating to financial management and
control.

Figure 4: 2002 Budget Forecasts: Net Deficits and
Central Government Debt (percent of GDP) 80

2. Legal and Institutional Framework and Roles

The existing government financial system is supported by legislation and
guidelines, governing the management and control of public finances,
namely: the Finance Act 1981; Finance (Control and Management) Regulations 1982;
and the Finance Instructions 1982. The Public Service Act governs personnel and
structural arrangements.
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80 Source: MOFANP. 9 November 2001. Economic and Fiscal Update: Supplement to the 2002
Budget Address. Government of the Fiji Islands. p. 42.
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The Auditor General’s role and functions are described on pages 36-41.
The other key financial institution is the MOFANP. Finance is responsible
for formulating and implementing fiscal, financial and monetary policies.
It also evaluates and reviews government programs and associated
expenditure. National Planning formulates economic and social policies
and strategies. It also provides advice on sectoral and regional policies and
strategies, advice on the budget proposals from an economic perspective,
monitors progress in implementing the capital expenditure program and
liaises with ministries and departments to ensure that policies and
expenditure are aligned with the national and sectoral priorities.

The MOFANP has recently been delegated authority for appointing
and training of the Accounting Cadre from the PSC. However, the MQR
cannot be changed without PSC approval.

3. Accounting Basis and Accounting Information Systems

Basis of Accounting

As described on page 29, a cash accounting basis is used in central
government. However, the Government has signaled a medium-term
intention to move to the accrual accounting basis.

Accounting Information Systems

The CA Masterpiece General Ledger (Version 3) is the core government
accounting information system. The latest versions of this software are
Internet-enabled and provide full consolidation capability. However, the
software upgrades have not been installed since the 1980s and, in 2001, the
system collapsed requiring re-entry of all data. Viable backups were not
available.

As part of the FMR program, the Government has procured SAP
software. SAP will be progressively implemented over a period of some
years. In relation to this, the Government intends to avoid the problems
with the existing system by: (i) enhancing staff capabilities with regards
to computer skills; (ii) upgrading the government network; (iii) investing
in hardware and software; (iv) ensuring system acceptance through ‘change
management’ and extensive awareness programs; and (v) establishing
employment and remuneration arrangements to ensure retention of
technical staff. The last issue is particularly important given that SAP
support is not available in the Fiji Islands.
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4. Government Accounting Personnel

A lack of government accounting capacity, in terms of personnel qualifi-
cations and skills, is a frequently cited reason for government accountability
problems. It was also one of the factors mentioned for suspending the FMR
program in August 1999.

“The level and quality of accounting and finance skills in government need
to be substantially upgraded. Training programs for the accounting/finance
cadre are still based on procedural and process-driven cash accounting
principles. Problem solving and basic analytical skills are lacking in this
domain, particularly at the operational level.” 81

The government accounting/finance cadre comprises several levels (see
Table 18). Appointments and promotions are based upon experience and
civil service examinations (see page 72). However, the examination require-
ment is waived where personnel hold relevant academic qualifications.

Table 18: Academic Qualifications of the Accounting Cadre 82

Few members of the accounting cadre hold formal accounting qualifi-
cations (see Table 18) and, as of 31 December 2001, only 15 civil servants
were full financial members of FIA (see Table 19).

Level Numbers 
Degree 

Holders 

Diploma or 
Certificate 

Holders 

Principal Accounts Officers (PAO) 9 2 6 
Senior Accounts Officers (SAO) 30 1 9 
Accounts Officers (AO) 60 .. 12 
Assistant Accounts Officers (AAO) 104 .. 25 

Total 203 3 52 

81 MOFANP. 9 November 2001. Economic and Fiscal Update: Supplement to the 2002 Budget
Address. Government of the Fiji Islands. pp. 79-80.

82 Source: MOFANP. As of 30 November 2001.
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Table 19: FIA Members in Government at 31 December 200183

The MOFANP has recently assumed responsibility for appointing and
training the accounting cadre. A significant emphasis is being placed upon
training (see page 73). Moreover, the Government has indicated that 150
academically and professionally-qualified accountants will be recruited and
deployed in government.

However, in addition to overseas emigration, the government will also
have to compete with the private sector, which has a shortage of
accountants and bookkeepers (see page 30). To this end, the MOFANP
Training Committee commissioned a survey of accounting graduate
retention. The survey identified four reasons for departures from
government service: (i) migration; (ii) developing private sector experience;
(iii) better remuneration; and (iv) job dissatisfaction. Among other things,
the following countermeasures were identified: (i) adopting accrual
accounting to narrow the experience gap between the public and private
sectors; (ii) improving the use of technologies; (iii) overhauling remuneration
and benefits; (iv) promoting education and training; and (v) promoting
personnel strictly on the basis of performance and qualifications.84

5. The Financial Management Reform (FMR) Program

The FMR program is geared towards enabling the Government to better
implement its policies and deliver services more efficiently and effectively.
The reforms will provide the institutional framework for better account-
ability and transparency, and improved efficiencies. The new financial
management framework will encompass the government as whole,
including Ministers, Ministries, Departments, Parliamentary bodies,
Statutory Authorities and Government Companies.

Level 
Chartered 

Accountants  
Provisional Mem-

bers 
Affiliate Account-

ants 

MOFANP 1 2 2 
OAG 3 5 .. 
FIRCA 1 .. 5 
RBF 3 2 1 
Other agencies 7 .. 7 

Total 15 12 15 

83 Information supplied by Fiji Institute of Accountants.
84 MOFANP. 27 March 2000. Training of Accounting Staff. Memorandum.
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The key changes envisaged under the FMR program include: (i) the
availability of more accurate, reliable and timely information to support
sound decision making; (ii) new banking and cash management systems;
and (iii) the adoption of a new Public Finance Management Act (PFMA). 85

The former Prime Minister suspended the FMR program, which began
in late 1998, in August 1999, due to concerns about implementation
capability and pace.

The broad strategy for revived FMR implementation is:
Phase 1: Implementation of a Financial Management Information

System (FMIS) on the cash basis of accounting. An
Enterprise Resource Planning (ERP) system—SAP—has
been purchased.

Phase 2: Partial Implementation of Accrual Accounting under the
PFMA

Phase 3: Full implementation of Accrual Accounting under the
PFMA

Phase 4: Progressive Decentralization of Input Controls
However, the revived FMR program is not starting from a zero base.

When the program was suspended in August 1999, most ministries and
departments had already: prepared balance sheets and forecast financial
statements, and specified and costed outputs (see Appendix 11).

6. Issue Synopsis: Government Budgeting and Accounting

Chapter VIII – Issues and Recommendations – identifies and describes
constraints, and proposes corrective actions. In the case of government
budgeting and accounting arrangements, these emphasize the necessity
for a comprehensive skill-needs analysis leading to development of
appropriate qualifications to be supported by cohesive education and
training initiatives.

85 MOFANP. 9 November 2001. Economic and Fiscal Update: Supplement to the 2002 Budget
Address. Government of the Fiji Islands. p. 42.
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VII. Donor Assistance

This chapter describes donor coordination mechanisms and discusses
 donor activities in relation to financial management and governance

arrangements. It is structured as follows:
1 – Overview
2 – Coordination Mechanisms
3 – Asian Development Bank
4 – World Bank
5 – United Nations Development Programme (UNDP)
6 – Pacific Financial Technical Assistance Center (PFTAC)
7 – Australia (AusAID)
8 – European Union
9 – New Zealand (NZAID)

1. Overview

The Fiji Islands are not heavily aid-dependent (see Figure 5). The country’s
largest donor and main source of multilateral aid funds is the European
Union. Major bilateral donors include Australia, Japan and New Zealand (see
Table 20). ADB, Australia and New Zealand have provided support to improve
financial governance arrangements. However, many assistance projects
were disrupted, curtailed or suspended following the events of May 2000.

A recent review of ADB’s 1996-99 Pacific Strategy concluded that:

… aid was judged to have been unsuccessful in facilitating growth. Aid had
supported large public sectors and involved TA that financed line positions
without leading to durable capacity building. Additionally, inadequate aid
coordination had contributed to weak or nonexistent linkages between
aid programs and sound policy environments. 86

However, while this finding may apply to PDMCs in general, a Fiji Islands-
specific empirical analysis concluded that bilateral aid, grant aid, and
technical cooperation grants have had a significant impact on economic growth
in the Fiji Islands. Conversely, the same analysis found that domestic resources
do not contribute significantly to economic growth in the Fiji Islands.87

86 ADB. 2000 September. A Pacific Strategy for the New Millennium. Office of Pacific
Operations. Manila: ADB. p. 16.

87 Gounder, Rukmani. 2001. An Empirical Investigation of Development Assistance and
Growth for the Case of Fiji. International Journal of Social Economics. Vol. 28(3,2). pp. 278-294.
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Figure 5: Proportion of Aid and Non-Aid in 13 Pacific Island
Countries’ GDP, 1998 88

Table 20: Overall External Assistance to the Fiji Islands 89

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

RMI
Niue

FSM
Kirib

ati
Palau

Samoa

Vanuatu
Cooks

Tonga

Solomons
PNG

Nauru Fiji

Non-Aid-Based GDP

Aid-Based GDP

88 Source: US General Accounting Office (GAO). 2001 August. Foreign Assistance: Lessons
Learned From Donors’ Experiences in the Pacific Region. Report to Congressional Requesters.
p. 37.

89 ADB. 1999 December. Country Assistance Plan 2001-2003: Republic of the Fiji Islands.  Manila:
ADB. p. 17.

1995-2000  
(annual average) 

2000-2001 Program 
External Source 
(US$ million) Loan / 

Credit 
Grant Loan Grant 

Multilateral      
ADB 2.4 1.7 .. 0.8 
European Union 0.4 .. .. 2.4 
UNDP .. 0.8 .. 0.4 
World Bank 1.8 .. .. 0.8 

 Subtotal 4.6 2.5 .. 4.4 

     
Bilateral      
Australia .. 3.0 .. 7.1 
France .. 1.4 .. 0.7 
Japan .. 4.8 .. 2.2 
New Zealand .. 3.6 .. 2.4 
Others .. 2.3 .. 1.8 

 Subtotal .. 15.1 .. 14.2 

Total  4.6 17.6 .. 18.6 
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2. Coordination Mechanisms

The MOFANP coordinates external assistance—the UNDP has provided
support to review aid coordination policies and mechanisms, and to
establish an aid database.90

3. Asian Development Bank

To 31 August 2001, ADB had provided 13 loans totaling $161.1 million, since
the Fiji Islands joined ADB in 1970. TA grants totaling $18.9 million for
63 projects were also provided in the same period.91 Only one project loan—
the Third Road Upgrading Project—is ongoing. In response to the May
2000 political crisis, ADB suspended all activities and disbursements. These
were resumed in December 2000.92 The requirements for submission of
audited project accounts and financial statements have been met for this
project.93

Loan Projects

ADB has not recently provided any loans that are directly related to
improving financial management and governance arrangements.

Technical Assistance

Along with assistance provided to executing agencies to strengthen their
financial management capacity,94 assistance has also been provided to
coordinating agencies to improve their loan administration and accounting
procedures (in relation to ADB projects).95 The relevant initiatives that

90 UNDP. FIJ/96/001: Aid Management Policies and Practises, for $57,500.
91 ADB. 2001 August. 2001 Loan, Technical Assistance and Private Sector Operations Approvals.

Manila: ADB.
92 ADB Loan No. 1530-FIJ: Third Road Upgrading, for $40 million, approved on 26 August

1997.
93 ADB. 2001 October. Semi-Annual Report on Loan and Technical Assistance Portfolio Performance

for the Period Ending 31 December 2000. Manila: ADB. p. 74.
94 See, for instance, TA No. 1042-FIJ: Strengthening the Project Formulation, Evaluation and

Monitoring Capabilities of Key Government Ministries, for $475,000, approved on
29 September 1988.

95 See, for instance, TA No. 1209-FIJ: Institutional Support to the Fiji Development Bank, for
$290,000, approved on 9 October 1989.
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ADB has supported, or is supporting, in relation to financial management
and governance include:

Proposed TA: 33129-01: Institutional Strengthening of the Capital Market Development
Authority (CMDA) and South Pacific Stock Exchange (SPSE)
This proposed TA, for $200,000, is intended to support the development
of an effective capital market in the Fiji Islands through building the capacity
of the CMDA and the SPSE. Fact-finding is scheduled for early 2002.

TA No. 3436: Fiji Development Bank (FDB) Review (2000–2002)
The objectives of this TA for $150,000, approved on 10 May 2000, are to:
(i) evaluate FDB performance and procedures; (ii) identify operational
obstacles; and (iii) provide recommendations for future improvements to
best match with government development perspectives and to make FDB
financially self-sustainable and functioning within sound banking
practices.

TA No. 3408: Preparation of a Medium-Term Development Plan (2001–2002)
This TA for $150,000, approved on 2 March 2000, is assisting the MOFANP
to prepare a medium-term national development plan that presents
government policies and strategies, together with performance indicators.
A secondary objective is to formulate a medium-term capital expenditure
program.

TA No. 3391: Strengthening Debt Management (2000–2002)
This TA for $150,000, approved on 14 January 2000, is assisting the
MOFANP to improve the debt management function from macroeconomic,
institutional, financial and data management perspectives.

TA No. 3242: Public Enterprise Reform Program (Phase II) (2000)
This TA for $600,000, approved on 16 August 1999, supported public
enterprise reform efforts. The key areas of assistance included: (i) devel-
oping and fully implementing the monitoring framework to include
reporting and analytical assessments of public enterprise performance;
(ii) assisting the implementation of the public enterprise reform program;
(iii) identifying possible corporatization and privatization candidates;
(iv) assisting with the implementation of the commercialization process;
(v) assisting with the design and implementation of public awareness
programs demonstrating the benefits of public enterprise reform; and
(vi) supporting the development of capacity, particularly in accounting,
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financial analysis, economics, commercial valuation, corporate governance
and privatization.

TA No. 3155: Strengthening Public Enterprise Reform (Phase I) (1999–2000)
This TA for $150,000, approved on 5 January 1999, supported capacity
building in the Department of Public Enterprises with regards to policy
analysis, formulation and execution capacities for public enterprise reforms.

TA No. 2463: Institutional Strengthening of the Office of the Auditor General
(OAG)(1996–1997)
This TA, for $550,000 approved on 11 December 1995, comprised five
activities: (i) reviewing OAG procedures and practices; (ii) improving
financial audit capabilities; (iii) strengthening office and portfolio
management; (iv) strengthening computer audit capabilities and computer
networks; and (v) enhancing performance audit and performance
measurement capabilities. Activity (v) was not pursued due to a lack of
mandate.

TA No. 2399: Institutional Strengthening of Fiji Electricity Authority (FEA)
(1995–1996)
This TA, for $450,000 approved on 19 September 1995, supported an
examination of FEA’s operational efficiency before its corporatization and
commercialization. The TA focused on: (i) reviewing FEA’s management
structure and capabilities; (ii) examining existing budgeting and
accounting systems; (iii) reviewing existing and proposed management
information systems; (iv) examining FEA’s operating costs and reviewing
the adequacy of tariff levels and financial projections; (v) improving FEA’s
accounting and billing systems; (vi) reviewing the condition and efficiency
of FEA generating plant; and (vii) training FEA staff in related areas.

4. World Bank

In the past decade, the World Bank has supported several projects and
programs within Fiji, however these projects have not been directly focused
on improving financial governance arrangements. The World Bank’s
assistance strategy includes a program of country-based economic and
sector work (see Box 4).96

96 World Bank. 2000 April. Small States: Meeting Challenges in the Global Economy. p. 54.
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Box 4: The World Bank Group’s Pacific Strategy 97

5. United Nations Development Programme (UNDP)
In addition to its contribution to PFTAC, UNDP has supported
improvements to the Fiji Islands’ aid coordination mechanism.98 The
project’s aims were to: (i) review aid coordination and management policies
and introduce improvements as necessary; and (ii) automate aid
information through the creation of a database in the MOFANP.

6. Pacific Financial Technical Assistance Center (PFTAC)

The Suva-based PFTAC provides advice to PDMCs on budget management,
tax administration, banking supervision, balance of payments, and national
accounts statistics. The International Monetary Fund (IMF) manages
PFTAC. The total cost of PFTAC for the period 1999-2001 is estimated at
$2,890,000; funders include ADB, AusAID, IMF, NZAID, and UNDP.99

 The ready availability of other sources of development financing, particularly 
grants-based support from bilateral donors, has enabled the Bank to take a more tar-
geted and strategic approach to the provision of lending in the last 2-3 years. The Bank 
has only accepted a role in lending where it has a proven track record in the sector con-
cerned or where the program of economic and sector work has provided a sound basis 
for Bank involvement, where the proposed activity has a strong link to an explicit pol-
icy reform agenda, is in keeping with the Bank's mission of poverty alleviation and 
where there are no other sources of finance readily available. 

 Clearly, as a lending institution the Bank's role in the Pacific is secondary to the 
ADB and is designed to complement ADB's activities. This is reflected in the current 
portfolio where the four projects currently under supervision, along with the four at 
advanced stages of preparation, are all in high priority sectors in which the Bank has a 
proven track record and which all involve large policy reform components. 

 Lending operations would be open to all member countries. It is expected, how-
ever, that lending will continue to concentrate on the larger Pacific economies in line 
with the economies of scale associated with doing business with the Bank and given 
availability of grant based financing opportunities for the smaller Pacific economies. 

97 World Bank. 2000 May. Pacific Regional Strategy. East Asia and Pacific Regional Office. p. 30.
98 UNDP FIJ/96/001: Aid Management Policies and Practises, for $57,500.
99 ADB support to PFTAC includes: TA No. 5604-REG; Training Assistance with the

IMF/UNDP Pacific Financial Technical Assistance Center, for $300,000, approved on
1 December 1994; TA 5672-REG: Pacific Financial Technical Assistance Center, for
$1,136,000, approved on 6 February 1996; TA 5817-REG: Technical Assistance for the
Pacific Financial Technical Assistance Center, for $1.3 million for the period 1999-2001
and for an initial amount of $433,000 payable in 1999, approved on 10 December 1998.
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7. Australia (AusAID)

The Australian Agency for International Development (AusAID) is
supporting significant projects in the health, education and community-
based sectors—these projects all include aspects of financial management.
In relation to core financial governance, AusAID is providing long-term
assistance (1999–2004) to improve Fiji’s revenue base. Among other things,
this project is assisting the FIRCA to strengthen its technical capacity,
reinforce taxpayer compliance and improve services to taxpayers.100

Furthermore, FIA Corporate Plan 2001-2006 was developed with
assistance from AESOP Business Volunteers (partly supported by AusAID).

8. European Union

The European Union (EU), through the National Indicative Program, is
concentrating on human resources development and environmental issues.
With regards to financial governance, EU is focusing on strengthening
vocational training institutes and improving planning and management
capabilities in the national administration.101

9. New Zealand (NZAID)

New Zealand Agency for International Development (NZAID) provided
support for the suspended FMR program, particularly advice on the
development of the enabling legislation; the PFMA 1999.

100 AusAID Project: Fiji Islands Revenue and Customs Authority, for A$8.5 million ($4.2 million).
101 European Union. 2000. National Indicative Program For Cooperation Under the Second

Financial Protocol of the Fourth Lomé Convention between The Republic of Fiji and The European
Community. pp. 3-4.
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VIII. Issues and Recommendations

This chapter presents the issues and recommendations that are
  associated with gaps or weaknesses in accounting and auditing

arrangements. These recommendations are intended to supplement and
support existing strategies and projects. This study concludes that—while
Fiji Islands’ accounting and auditing arrangements generally compare well
with those of other countries—improvements could be made in two broad
areas:
• Preemptive legislative and institutional actions could strengthen

financial reporting arrangements. These actions include enhancing
disclosure requirements and monitoring compliance with those
requirements.

• Together with other PDMCs, the Fiji Islands lacks appropriate
professional certifications for bookkeepers and accountants—
particularly those in the public sector. To this end, this study
recommends establishing appropriate Pacific-wide professional
certifications for bookkeepers and accountants.

The issues and recommendations are divided into two parts as follows.
• Part One: Where the matter referred to may be considered and, if any

action is to be taken, this would be better achieved with external
assistance.

• Part Two: Where the matter referred to may be considered and, if any
action is to be taken, this may be achieved without external assistance.

Part One. Where Donor Assistance Might be Appropriate

1. Strengthen Accounting Standards and Financial
Disclosure Requirements

The Accounting and Auditing Standards Committee (AASC) of the Fiji
Institute of Accountants (FIA) develops accounting and auditing
standards. These standards are approved and promulgated by the Institute’s
Council. The AASC mainly comprises academics, and financial statement
preparers and auditors. Furthermore, Fiji Islands’ legislation is largely silent
on the basis for financial statement preparation—for instance, the Banking
Act 1995 does not refer to Fiji Accounting Standards (FASs).

It is recommended that assistance be provided to develop legislation
that: (i) accords legal status to the AASC; (ii) prescribes the Committee’s
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composition and appointment processes—the composition should reflect
a balance of constituency views; (iii) recognizes FASs; and (iv) stipulates
the use of FASs in preparing financial statements.

2. Enhance Financial Disclosure Monitoring

Legislated financial disclosure requirements are generally consistent with
international norms, in terms of timing and publication. Evidence also
suggests that listed company and public enterprise compliance with
accounting standards compares well with other countries.

The AASC is responsible for monitoring the application of FASs.
However, in the face of resource constraints, the current focus on upgrading
accounting and auditing standards to international levels, an absence of
clear legislative support, and a reliance on volunteers, the Institute has
been unable to perform this role. The Institute’s Corporate Plan envisages
this role being strengthened. The Ministry of Public Enterprises and Public
Sector Reform (MOPEAPSR), the Reserve Bank of Fiji (RBF) and the
Ministry of Finance and National Planning (MOFANP) also have
monitoring roles. But, in some cases, a lack of suitably skilled personnel
and critical mass undermines the effectiveness of their monitoring activities.

It is recommended that assistance be provided to develop a financial
disclosure-monitoring regime, under FIA auspices. This project would
involve: (i) defining and agreeing the organizations to be included in the
regime, for instance, listed companies, publicly accountable organizations
(e.g., government companies, and statutory authorities and boards);
(ii) designing and agreeing a suitable monitoring and penalty regime;
(iii) preparing legislation and regulations; (iv) assisting FIA to establish
the function; and (v) developing operational materials and training
reviewers in their usage. Particular attention should be given to specialist
materials (e.g., financial institutions and insurance companies).

It is further recommended that public and private sector accountants
be seconded to the FIA monitoring function on short-term bases to
undertake the financial statement reviews. Secondees would gain sound
experience in the application of accounting and accounting standards and
with financial disclosure requirements. Given the ‘public good’ nature of
this function, it is also recommended that the Government consider
appropriating funds to support ongoing operations.
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3. Review and (if necessary) Strengthen Auditing Practices

FIA’s Corporate Plan 2001-2006 indicates an intention to review auditing
practices—auditor independence and objectivity are arguably undermined
through the provision of non-audit services. It is recommended that the
FIA comprehensively review auditing practices and arrangements
(including auditor appointment and dismissal; auditor independence;
auditor reporting requirements; and auditor liability). Should this review
identify a need to strengthen these practices through legislation, it is further
recommended that assistance be provided to develop legislation that
strengthens auditing arrangements.

4. Introduce Quality Assurance Mechanisms

FIA’s Corporate Plan 2001-2006 indicates an intention to introduce quality
assurance procedures. To this end, it is recommended that assistance be
provided to design, develop and implement a quality assurance regime that
is appropriate to Fiji Islands’ conditions.

5. Develop Appropriate Bookkeeping and Accountancy
Certifications

There are, in essence, three professional accountancy groups within the
Fiji Islands: FIA members, government accountants, and Registered Tax
Agents. But—even as a whole—the profession struggles to retain critical
mass, let alone meet development challenges.

Furthermore, the requirements for FIA Chartered Accountant
membership currently fall short of international guidelines in two respects:
(i) the absence of a professional examination; and (ii) lower-than-expected
requirements for Continuing Professional Education (CPE). However, the
FIA Corporate Plan 2001-2006 envisages that these issues will be addressed.

Most critically, government accountants do not have adequate or
appropriate professional qualifications or representation. This will be essential
if the revived Financial Management Reform (FMR) project is to be successful.

The establishment of suitable bookkeeping and accountancy
certifications would provide: (i) stepping stones to higher professional
qualifications; (ii) measures to gauge competence to undertake
bookkeeping and accountancy tasks; and (iii) professional career targets.
They would also provide a framework for a cohesive training program for
government accounting personnel.
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Other PDMCs also lack appropriate bookkeeping and accountancy
certifications and professional representation. A Pacific-wide accountancy
certification framework, which allowed for differing legal and taxation
environments, would overcome the critical mass challenge that impedes
development of accountancy personnel (particularly in the public sector).

It is recommended that assistance be provided to: (i) support a
comprehensive review of bookkeeping and accountancy skills needs within
the public and private sectors; (ii) design a framework of professional
qualifications that is appropriate to the needs of both sectors in the Pacific
and Fiji Islands’ environment; (iii) establish the professional bookkeeping
and accountancy qualifications; and (iv) develop licensure criteria and
examinations for each qualification. This may require legislative
amendments (e.g., FIA Act 1971).

6. Implement Training Program for Government Accountants

The Government recognizes the need for suitably skilled and experienced
accountancy personnel. To this end, it has raised entry and promotion
criteria. It is also encouraging incumbents to undertake further education.
It is recommended that assistance be provided to: (i) design training
programs that are appropriate to the qualification framework; (ii) develop
associated materials; and (iii) train trainers in the delivery of these courses.

Part Two. Where External Assistance is Not Required

7. Extend the RBF Supervision Regime to All Financial
Institutions

The Reserve Bank of Fiji’s (RBF) supervision role does not explicitly extend
to two significant financial institutions: the Fiji Development Bank (FDB);
and the Fiji National Provident Fund (FNPF). While these institutions do
not generally issue to the public, it is essential that they be appropriately
supervised, given their socioeconomic importance. It is recommended that
all financial institutions be covered by RBF’s financial supervision regime.

8. Educate IASB on the Fiji Islands Differential Reporting
Approach

International Accounting Standards (IASs) have been developed on a one-
size-fits-all basis. For instance, IAS 19 (Employee Benefits) requires that
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actuarial valuations be undertaken of certain employee benefits (such as
long-service leave). These valuations must be conducted whether the
reporting organization is a corporation that is listed on the Frankfurt Stock
Exchange or a small non-listed manufacturing organization in Karachi. In
April 1998, a project to examine the reporting requirements for small and
medium-sized enterprises was added to the International Accounting
Standards Board (IASB) agenda—however, no progress has been made to
date and further activity has yet to be determined by IASB. In the meantime,
the UN Intergovernmental Working Group of Experts on International
Standards of Accounting and Reporting (ISAR) has developed proposals
to provide a model framework for national accounting regulators that will
cover the whole range of accounting entities from the one-person business
through to the listed company. The Fiji Islands has developed a simple,
workable approach to differential reporting that offers smaller
organizations (that are not publicly accountable) relief from the more
onerous accounting standards. It is recommended that the FIA formally
advise IASB of its approach of allowing the differential application of FASs.

9. Retain Focus of OAG Activities

The Auditor General has made laudable progress in strengthening the skills
and qualifications of government audit personnel. The Public Service
Commission and the MOFANP have supported these efforts. However,
the Office of the Auditor General (OAG) continues to lose staff to
emigration and to the private sector—30 staff were lost following the events
of May 2000. In the face of capacity constraints, the OAG’s mandate may
soon be broadened to include “audits” of environmental impact
assessments. Other proposals to widen the OAG’s operational scope include
auditing additional entities, auditing grant recipients, and conducting
performance audits. Given existing constraints, it is recommended that
the OAG remain focused on developing capacity to conduct financial attest
audits.
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IX. Main Deficiencies and Action Plan

Despite its small numbers and limited resources, the Fiji Islands
accountancy profession compares favorably with those of most other

countries. This is attributable to the efforts of a hardcore of dedicated
professionals supported by the larger accountancy firms. However, this
study identified several gaps and weaknesses that may be categorized as
follows:
• Those deficiencies that are better able to be resolved with external

assistance; and
• Those deficiencies that are able to be resolved without external

assistance.

102 There was mixed support for this recommendation.

 

Issue Priority 
Donor Assis-

tance? 
Country 
Support? 

2002 ~ 2006 

1. Strengthen Accounting Stan-
dards and Financial Disclosure 
Requirements 

High    

2. Enhance Financial Disclosure 
Monitoring 

High   

5. Develop Appropriate Book-
keeping and Accountancy Cer-
tifications 

High    

6. Implement a Training Program 
for Government Accountants 

High    

7. Extend the RBF Supervision 
Regime to All Financial Insti-
tutions 

High   

3. Review and (if necessary) 
Strengthen Auditing Practices 

Med.    

4. Introduce Quality Assurance 
Mechanisms 

Med.    

9. Retain Focus of OAG Activi-
ties 

Med. …102   

8. Educate IASB on the Fiji Is-
lands’ Differential Reporting 
Approach 

Low  
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Appendix 1. Useful Internet Sites

1. General Information on Fiji
Fiji Live www.fijilive.com
Fiji Online www.fiji-online.com.fj

2. Regulatory and Standard-Setting Bodies
Capital Markets Development Authority (CMDA) www.cmda.com.fj
International Accounting Standards Board (IASB) www.iasc.org.uk
International Federation of Accountants (IFAC) www.ifac.org
Reserve Bank of Fiji (RBF) www.reservebank.gov.fj

3. Professional Bodies
Confederation of Asian and Pacific Accountants

(CAPA) www.capa.com.my
Fiji Institute of Accountants (FIA) …

4. International Organizations
Asia Pacific Economic Cooperation (APEC) www.apecsec.org.sg
International Federation of Accountants (IFAC) www.Ifac.org
International Organization of Securities

Commissions (IOSCO) www.iosco.org
International Organization of Supreme Audit

Institutions (INTOSAI) www.intosai.org
South Pacific Association of Supreme Audit

Institutions (SPASAI) www.oag.govt.nz/
HomePageFolders/SPASAI/SPASAIHome.htm

World Trade Organization (WTO) www.wto.org

5. Accounting Firms
Andersen www.andersen.com
Ernst & Young www.ey.com
KPMG www.kpmg.com
PricewaterhouseCoopers www.pwcglobal.com

6. Educational Institutions and Providers
Fiji National Training Council (FNTC) www.fntc.ac.fj
University of Central Queensland (UCQ) www.suva.cqu.edu.au
University of the South Pacific (USP) www.usp.ac.fj
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7. Donor Organizations
Asian Development Bank (ADB) www.adb.org
International Monetary Fund (IMF) www.imf.org
Japan Bank for International Cooperation (JBIC) www.jbic.go.jp
Japan International Cooperation Agency (JICA) www.jica.go.jp
United Nations Development Programme (UNDP) www.undp.org
United States Agency for International

Development (USAID) www.usaid.gov
World Bank www.worldbank.org
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Appendix 2. Interviewees

Aspects of financial management and governance were discussed with the
following people.
 
Hon. Laisenia Qarase  Prime Minister Government of the Repub-

lic of the Fiji Islands 

Hon. Ratu Jone Y. 
Kubuabola 

Minister for Finance 
and National Plan-
ning 

Government of the Repub-
lic of the Fiji Islands 

Eroni Vatuloka Auditor General Office of the Auditor  
General 

Sila Kotobalavu  Permanent Secretary Ministry of Finance and 
National Planning  
(MOFANP) 

Shiri Chand Deputy Permanent 
Secretary (Finance 
and Administra-
tion) 

MOFANP 

Peceli Vocea Deputy Permanent 
Secretary (Budget 
Management and 
Economic Policy) 

MOFANP 

Paula Uluinaceva Acting Director, 
Budget Manage-
ment and Economic 
Policy 

MOFANP 

Vuki Ravuvu Principal Accounting 
Officer, Acting Di-
rector FMIS Project

MOFANP 

William Gounder Principal Accounting 
Officer, Training 
Department 

MOFANP 

David J. E. Smith Economic Advisor MOFANP 

Julie Apted Chief Executive Capital Market Develop-
ment Authority (CMDA) 

Rohit Parmesh Manager Development 
and Investor Edu-
cation 

CMDA 
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Niko Bulai Permanent Secretary Ministry of Public Enter-
prises and Public Sector 
Reform 

Inia Naiyaga Chief Manager, Finan-
cial Institutions 

Reserve Bank of Fiji 

Savenaca Siwatibau Vice Chancellor University of the South  
Pacific (USP) 

Professor Michael 
White 

Professor of Account-
ing and Head of 
Department 

USP 

Dr Arvind Patel Associate Professor USP 

Ifa Tigarea Head of School of 
Commerce 

Fiji Institute of Technology 
(FIT) 

Rosie Lagi School of Accounting FIT 

Laiakini Bale School of Accounting FIT 

Ross MacDonald President Fiji Institute of Accountants 
(FIA) 

Sikeli Tuinamuana Accounting and Audit-
ing Standards 
Committee 

FIA 

Dhiraj Lal Hemraj Partner PricewaterhouseCoopers 

Nalin Patel Partner Arthur Andersen 

Murray McKenzie Executive Director FIA 

Tom Wilson Public Finance Advisor Pacific Financial Technical 
Assistance Center 
(PFTAC) 

Murray Petrie Consultant PFTAC 
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Appendix 3. RETA 5980 (Regional Study) Information

1. Study Phases
The study had three broad phases as follows:

Phase I – Fiji Islands Case Study on Accounting and Auditing Support
and Structures.

Phase II – Suva Workshop (6-7 February 2002).
Phase III – Manila Workshop (5-6 March 2002) and Formulation of Action

Plan.

2. Phase I: Case Study on Accounting and Auditing
This phase involved the examination of the Fiji Islands’ current accounting
and auditing structure and systems. It also (i) analyzed Fiji Islands’ political,
institutional, and regulatory and legal framework on accounting and
auditing practice and the level of enforcement of existing laws, rules, and
regulations; (ii) identified gaps and weaknesses in accounting and auditing
support available and deviations from international standards; and
(iii) identified alternative options to remedy the identified weaknesses, with
the objective of eliminating them eventually.

Barry Reid and Lynnette Simpson conducted the fieldwork for the
study from 8 January to 1 February 2002. Accounting and auditing
arrangements were discussed with representatives from: the MOFANP,
OAG, other government organizations, private sector businesses and
educational institutions. A list of interviewees is attached as Appendix 2.

3. Phase II: Suva Workshop
Issues arising from the study were discussed and debated at a workshop
held in Suva on 6-7 February 2002. Francis B. Narayan, Lead Financial
Management Specialist, ADB, participated in the workshop as a resource
person and provided overall guidance with respect to the objectives of the
study. Thirty participants attended the workshop.

4. Phase III: Manila Workshop and Formulation of Action
Plan

Phase III assessed the roles that ADB and other funding agencies could
play in improving the current situation in the selected DMCs. The roles
included policy intervention, projects and program assistance, and

DSAA - Fiji.pmd 05/02/03, 3:12 PM111



DIAGNOSTIC STUDY OF ACCOUNTING AND AUDITING PRACTICES IN THE FIJI ISLANDS

112

mobilization of cofinancing resources to address the identified problems
and weaknesses. This activity was undertaken in close consultation with
the Government, regulatory authorities, representatives of the accounting
and auditing professions, and other local interest groups and funding agen-
cies. At this stage of the RETA, the commitment-in-principle of each se-
lected country to implement the findings and recommendations of the study
was agreed. The RETA findings were disseminated and debated at a work-
shop in Manila on 5-6 March 2002 and the developed action plan was fi-
nalized for implementation.
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Appendix 4. International Standards and Guidelines on
Professional Arrangements

1. Overview
The IFAC Board created a Compliance Committee in May 2000. The
Committee is one of several initiatives designed to strengthen IFAC and
the international profession. Its primary responsibilities are: (i) monitoring
the relevance, sufficiency, and efficacy of IFAC membership obligations;
(ii) monitoring member body compliance with these obligations; (iii) rec-
ommending actions to the IFAC Board and Council in respect of
membership obligations; (iv) reviewing the investigative and disciplinary
processes of member bodies, and reporting and making recommendations
on these to the IFAC Board and Council; (v) considering how member
bodies might best be encouraged, or if necessary, required to comply more
closely with such obligations; (vi) devising schemes to assist member bodies
to comply more closely and considering whether additional powers are
required to enforce compliance with membership obligations; and
(vii) implementing agreed policy in this area. The Compliance Committee
will also work closely with members of the Transnational Audit Committee
(TAC) in its monitoring of the members of the IFAC Forum of Firms (FOF)
once these entities are fully established.

As an IFAC member body, the IFAC Compliance Committee will
monitor the FIA. Table 21 sets out relevant international guidelines with
respect to the accountancy profession. IFAC has also established a Money
Laundering Task Force. The task force has obtained information from around
the world on what other professional bodies are doing and is currently
analyzing these activities. This is a first step in determining its scope of
activities. Included in the work of the task force will be consideration of
whether standards will be developed to help member bodies and their
members to address money laundering and related issues.
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Table 21: International Guidelines for the Accountancy Profession

World Trade Organization 
(WTO): General 
Agreement on Trade in 
Services (GATS) 

The criteria for recognizing professional qualifications 
may not exceed what is necessary to ensure the quality 
of service. Each country is expected to have a methodol-
ogy for comparing professional qualifications and this 
must be applied in a fair and consistent manner to all 
applicants.  

International Federation of 
Accountants (IFAC) 

IFAC pronouncements cover several areas:  

Education Guidelines and Standards. IFAC’s Edu-
cation Committee issues International Education 
Standards (IESs) and International Education 
Guidelines (IEGs). The IESs are intended to es-
tablish the essential elements on which education 
and training programs, both pre-qualification and 
post-qualification, for all accountants should be 
founded. The IEGs promote good practice and or 
provide good advice. They are based on careful 
study of the best practices and most effective 
methods for dealing with the issues being ad-
dressed. 

Code of Ethics for Professional Accountants. This 
is intended to serve as a model on which to base 
national ethical guidance. It sets standards of 
conduct for professional accountants and states 
the fundamental principles that should be ob-
served by professional accountants in order to 
achieve common objectives. 

Statement of Policy of Council: Implementation 
and Enforcement of Ethical Requirements.103 This 
statement sets expectations and provides guid-
ance on disciplinary action, including punishment 
and publicity.  

Assuring the Quality of Professional Services. This 
statement sets expectations on quality control 
policies and procedures for member bodies and 
professional firms.104 

103 IFAC. 1998 January. Statement of Policy of Council: Implementation and Enforcement of Ethical
Requirements. New York: IFAC.

104 IFAC. 1999 August. Assuring the Quality of Professional Services. New York: IFAC.
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Furthermore, ISAR has initiated a project to assess the competence of
accountants. The objective of the project is to rate professional accounting
qualifications from around the world and, in doing so, create impetus for
improvements and support international skill transferability.108

Table 21: International Guidelines for the Accountancy Profession (continued)

105 Confederation of Asian and Pacific Accountants (CAPA). 1998. Guide on the Essential
Components of a Professional Accountancy Body.

106 Further details are provided in: Narayan, Francis B., Ted Godden, Barry Reid, and Maria
Rosa Ortega. 2000.  Financial Management and Governance Issues in Selected Developing Mem-
ber Countries: A Study of Cambodia, People’s Republic of China, Mongolia, Pakistan, Papua New
Guinea, Uzbekistan and Viet Nam. Asian Development Bank. p. 27.

107 UNCTAD. 1999. International Accounting and Reporting Issues: 1999 Review. United Nations.
108 Narayan, Francis B., Ted Godden, Barry Reid, and Maria Rosa Ortega. 2000. Financial

Management and Governance Issues in Selected Developing Member Countries: A Study of Cambo-
dia, People’s Republic of China, Mongolia, Pakistan, Papua New Guinea, Uzbekistan and Viet Nam.
Asian Development Bank. p 29.

Confederation of Asian and 
Pacific Accountants 
(CAPA) 

CAPA’s Guide on the Essential Components of a Profes-
sional Accountancy Body105 covers: (i) Admission / Ad-
vancement Standards; (ii) Full Membership Require-
ments; (iii) CPE; (iv) Technical Standards; (v) Quality 
Assurance / Peer Review Program; (vi) Registration as 
Accountant/Auditor; (vii) Disciplinary Rules; (viii) 
Management and Administrative Structures; (ix) Gov-
ernance; and (x) External Affiliations / Memberships.106 

Intergovernmental Work-
ing Group of Experts 
on International Stan-
dards of Accounting 
and Reporting (ISAR) 
of the UNCTAD 

In February 1999, UNCTAD issued a report on ac-
counting education and qualifications.107 The report 
provides a useful set of benchmarks in respect of these 
issues, in particular: 

Guideline for a Global Accounting Curriculum and 
Other Qualification Requirements (including (i) 
requirements for the qualifications of professional 
accountants; and (ii) a guideline for national sys-
tems for the qualifications of professional qualifi-
cations. 

Global Curriculum for the Professional Education 
of Professional Accountants (including: (i) organ-
izational and business knowledge; (ii) information 
technology; and (iii) accounting and accounting-
related knowledge. 
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2. Membership Requirements

Education
IFAC and ISAR have published guidelines on education requirements. The
IFAC guidelines, such as IEG 9, provide an overview as to what is expected.
The ISAR guidelines are more useful in a practical sense as they suggest a
detailed curriculum structure and contents.109

Experience

With regards to practical experience, international guidelines state that:

An appropriate period of relevant experience in performing the work of
professional accountants must be a component of a pre-qualification
program. The period of experience may vary due to differences in the
environment in which professional accountants offer their services.
However, this period should be long enough to permit prospective
accountants to demonstrate they have gained the knowledge, skills, and
professional values sufficient for performing with professional competence
and for continuing to grow throughout their careers. This objective cannot
normally be met in a period of less than three years.

Paragraph 49 – IEG 9.

Moreover, IFAC recommends that practical experience requirements
must be considered when professional bodies seek mutual recognition of
qualifications.110 The US CPA experience requirement differs between states
and depends on academic qualifications.111 For instance, the Californian
Accountancy Act requires experience of between 24 and 48 months.

Continuing Professional Education (CPE)

IFAC and ISAR recommend a minimum of 30 hours CPE per year, or a
minimum of 90 hours in every three-year period, of structured learning
activity.112

109 UNCTAD. 1999. International Accounting and Reporting Issues: 1999 Review. United Nations.
110 IFAC. 1995 June. Statement of Policy of Council: Recognition of Professional Accountancy Quali-

fications. New York: IFAC. Paragraph 22-25.
111 Source: www.aicpa.org/states/uaa/digest.htm
112 IFAC. 1998 May. International Education Guideline (IEG) 2: Continuing Profession Education.

New York: IFAC.
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3. Quality Control and Assurance

“In the case of professional accountants in public practice, the imple-
mentation of appropriate quality control policies and procedures is the
responsibility of each firm of practicing accountants. The task of encouraging
and assisting firms of practicing accountants to maintain and improve the
quality of professional services is primarily that of the member bodies in
each country. IFAC believes that the member bodies have the responsibility
to take appropriate steps to achieve that objective in the legal, social,
business, and regulatory environment prevailing within their countries.”

– IFAC (August 1999) 113

In relation to quality control and assurance, IFAC suggests that: 114

• Member bodies should adopt or develop quality control standards
and relevant guidance that require firms of practicing accountants to
establish the quality control policies and procedures necessary to
provide reasonable assurance of conforming with professional
standards in performing services. The nature and extent of a firm’s
quality control policies and procedures depend on a number of factors,
such as the size and nature of its practice, its geographic dispersion,
its organization, and appropriate cost/benefit considerations.
Accordingly, the policies and procedures adopted by individual firms
will vary, as will the manner in which the policies and procedures
themselves and compliance with them are documented.

• Member bodies should develop quality review programs designed to
evaluate whether firms of practicing accountants have established ap-
propriate quality control policies and procedures and are complying
with those policies.

• Member bodies should establish quality review programs designed
to evaluate whether firms of practicing accountants have complied
with relevant professional standards for assurance engagements.

• Member bodies should require firms of practicing accountants to make
appropriate improvements in their quality control policies and
procedures, or in their compliance with those policies and procedures,
when the need for such improvement is identified. Where firms fail to
comply with relevant professional standards, the member body should
take appropriate corrective action. Member bodies should also take such
educational or disciplinary measures as indicated by the circumstances.

113 IFAC. 1999 August. Assuring the Quality of Professional Services. New York: IFAC.
114 Ibid.
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As a basic condition, IFAC emphasizes that implementation of an adequate
self-regulatory program cannot be effected until firms of practicing
accountants in a country are bound by an appropriate code of ethics and
also by adequate standards governing accounting principles and
engagements to provide professional services. The IFAC Code of Ethics
for Professional Accountants, its ISAs, and the IASs issued by the IASB all
provide guidance for such standards.

Box 5: Professional Quality Assurance in the People’s Republic of China

115 Narayan, Francis, B. and Barry Reid. 2000. Financial Management and Governance Issues in
the People’s Republic of China. Asian Development Bank. pp. 35-39.

116 Yong, Li. 1999. The Reform, Regulation and Opening-up of China’s Accounting Market.
Contemporary Issues in China Accounting and Finance: Policy and Practise. Oxford University
Press.  p. 282–283 .

 

The People’s Republic of China provides one example of how a quality assurance program 
can be implemented.115 From July 1997 to March 1999, China conducted a nationwide 
rectification campaign of the accounting market. The campaign had four stages: 

Self-inspection. In the six months to December 1997, around 6,700 accounting firms 
conducted self-inspections. The self-inspections covered around 50 percent of their 
1996–1997 activities. Just under 1.5 million business reports were inspected; of 
these, 26 percent were considered to be either defective or in need of correction. 

Focus Groups and Field Inspections. In January 1998, local CPA Institutes estab-
lished working groups. In the following six months, these working groups  
conducted field inspections of 5,800 firms. 

Inspection Reviews. From July to the end of October 1998, 192 people selected by 
the Chinese Institute of Certified Public Accountants (CICPA) reviewed the in-
spections conducted in stages I and II. The reviews focused on 405 accounting firms. 

Reexamination. From November 1998 to March 1999, CICPA reexamined the  
qualifications and status of qualified accountants and accounting firms.  

As a consequence of the campaign almost 12,700 individual CPAs were either forced to 
withdraw from the profession or were disciplined (25 percent of CPAs). Many of these 
were older members who had not passed the uniform accounting examination, and 
around 580 accounting firms withdrew from the profession or had their licenses  
cancelled. Warnings and punishments were issued to a further 2,000 accounting firms  
(43 percent of firms). 
 CICPA judged the campaign to be a success based on the following evidence.116 

First, during the period of the campaign, 6,300 newly qualified accountants joined the 
profession. The net effect was to substantially improve the profession’s age structure 
and knowledge. Second, to address problems that were identified in the inspections, 85 
percent of accounting firms substantially improved their internal-management  
practices; improved professional rules; implemented or improved quality-control systems; 
increased training; and in doing so, effectively eliminated the problems that had been 
identified. Third, in 1998, the level of “non-clean” audit opinions given on listed compa-
nies rose dramatically (to around 12 percent of audit reports) which (arguably) indi-
cated improved professional quality and ethics. Fourth, the credibility of CPAs in the 
eyes of the public, as measured by a media survey, climbed from 45 percent in 1996, to 81 
percent in June 1998. 
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Appendix 5. USP Course Unit Requirements for FIA

A person who possesses a USP accounting degree is eligible for provisional
membership in FIA. The accounting degree must comprise the following
units (see page 48).

Course Title

AF 101 Introduction to Accounting and Financial Management Part 1
AF 102 Introduction to Accounting and Financial Management Part 2
EC 101 Macroeconomics 1
EC 102 Microeconomics 1
SE 108 Introduction to the Law of Commerce
CS 121 Introduction to Information Technology OR
CS 100 Computing Fundamentals
MA 101 Basic Mathematics OR
MA 111 Calculus and Linear Algebra
AF 201 Managerial Accounting
AF 203 Corporate Accounting
AF 205 Law of Associations
AF 208 Financial Management
AF 301 Accounting Theory and Application
AF 302 Information Systems
AF 304 Auditing
AF 308 Taxation Law

Any ONE of the following:
AF 300 Research Project in Accounting
AF 307 Public Sector Accounting
AF 309 Insolvency Law and Practice
AF 313 Accounting for Management Control
BF 301 Investment Analysis and Financial Management
AF 309 Insolvency Law and Practice

In addition, the remaining four units must consist of a secondary specializa-
tion in any ONE OR MORE of the following disciplines:
• Management
• Computer Science
• Economics
• Banking and Finance; or
• Mathematics
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Appendix 6. International Accounting Standards

The following IASs were in effect at 28 February 2002.117,118

117 Source: IASC Website: www.iasc.org.uk
118 The following IASs have been withdrawn:

• IAS 3 was replaced by IAS 27 and IAS 28.
• IAS 4 was replaced by IASs 16, 22, and 38.
• IAS 5 was replaced by IAS 1.
• IAS 6 was replaced by IAS 15.
• IAS 9 was superseded by IAS 38.
• IAS 13 was replaced by IAS 1.
• IAS 25 was replaced by IAS 39 and IAS 40.

 
IAS 1   Presentation of Financial Statements  
IAS 2  Inventories  
IAS 7   Cash Flow Statements  
IAS 8  Profit or Loss for the Period,  

Fundamental Errors and Changes 
in Accounting Policies  

IAS 10  Events After the Balance Sheet 
Date  

IAS 11  Construction Contracts  
IAS 12  Income Taxes  
IAS 14  Segment Reporting  
IAS 15  Information Reflecting the  

Effects of Changing Prices  
IAS 16  Property, Plant and Equipment  
IAS 17  Leases  
IAS 18  Revenue  
IAS 19  Employee Benefits  
IAS 20  Accounting for Government 

Grants and Disclosure of  
Government Assistance  

IAS 21  The Effects of Changes in Foreign 
Exchange Rates  

IAS 22  Business Combinations  
IAS 23  Borrowing Costs  
IAS 24  Related Party Disclosures  
IAS 26  Accounting and Reporting by 

Retirement Benefit Plans 

IAS 27  Consolidated Financial Statements 
and Accounting for Investments 
in Subsidiaries  

IAS 28  Accounting for Investments in 
Associates  

IAS 29  Financial Reporting in Hyper-
inflationary Economies  

IAS 30  Disclosures in the Financial 
Statements of Banks and Similar 
Financial Institutions  

IAS 31  Financial Reporting of Interests 
In Joint Ventures  

IAS 32  Financial Instruments: Disclosures 
and Presentation  

IAS 33  Earnings Per Share  
IAS 34  Interim Financial Reporting  
IAS 35  Discontinuing Operations 
IAS 36  Impairment of Assets 
IAS 37  Provisions, Contingent Liabilities 

and Contingent Assets  
IAS 38  Intangible Assets  
IAS 39  Financial Instruments: Recogni-

tion and Measurement  
IAS 40  Investment Property  
IAS 41  Agriculture  
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Appendix 7. IASs and Differential Reporting

In April 1998, a project to examine the reporting requirements for small
and medium-size enterprises was added to the IASB agenda—however no
progress has been made to date and further activity has yet to be determined
by IASB. Possible issues that relate to this, include: (i) whether IASB should
develop a basic accounting system for developing countries, comprising
procedural standards and guidelines similar to the French Plan Comptable;
(ii) whether there should be different accounting standards or different
disclosure standards for enterprises in developing countries and economies
in transition; and (iii) whether there are special problems with applying
existing IAS in developing or transition countries.

In July 2000, IASB Staff attended the most recent session of the UN
Intergovernmental Working Group of Experts on International Standards
of Accounting and Reporting (ISAR), which discussed accounting and
reporting by SMEs, and suggested that a ‘progressive’ system of reporting
formats be developed. At the session, ISAR specified that the proposed
framework should: (i) be simple, understandable and user-friendly;
(ii) produce useful management information; (iii) be as standardized as
possible; (iv) be flexible enough to accommodate the business growth and
increase the potential of some SMEs as they expand to use IASs; (v) be
easily reconcilable for tax purposes; and (vi) recognize the environment in
which SMEs operate.

ISAR mandated an ad hoc working party to prepare a set of voluntary
guidelines as to how those countries that wished to review their accounting
regulatory structure might install a system that was both coherent
throughout, adapted to the needs of SMEs at the entry level and permitted
a logical progression in line with company growth.

IASB staff attended an ISAR working party meeting in May 2001 to
discuss the proposals that will be put before the annual ISAR conference
in September 2001. The proposals aim to provide a model framework for
national accounting regulators that will cover the whole range of
accounting entities—from the one-person business through to the listed
company. After a consultation period, the draft recommendation will be
circulated to all ISAR members who will then have the opportunity to
debate it at the annual ISAR conference.119

119 Source: www.iasc.org.uk
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Appendix 8. International Standards on Auditing

The following ISAs and IAPSs were in effect at 31 March 2002.

1. International Standards on Auditing (ISAs) 
100 Assurance Engagements 
120 Framework of ISAs 
200  Objective and General Principles 

Governing an Audit of Financial 
Statements 

210  Terms of Audit Engagements 
220  Quality Control for Audit Work 
230  Documentation 
240 The Auditor's Responsibility to 

Consider Fraud and Error in an 
Audit of Financial Statements 

240A  Fraud and Error 
250  Consideration of Laws and Regu-

lations in an Audit of Financial 
Statements 

260 Communications of Audit Matters 
with those Charged with Gov-
ernance 

300  Planning 
310  Knowledge of the Business 
320  Audit Materiality 
400  Risk Assessments and Internal 

Control 
401  Auditing in a Computer Informa-

tion Systems Environment 
402  Audit Considerations Relating to 

Entities Using Service Organizations 
500  Audit Evidence 
501  Audit Evidence: Additional Con-

siderations for Specific Items 
505  External Confirmations 
510  Initial Engagements - Opening 

Balances 
 

520  Analytical Procedures 
530  Audit Sampling and other Selective 

Testing Procedures 
540  Audit of Accounting Estimates 
550  Related Parties 
560  Subsequent Events 
570  Going Concerns 
580  Management Representations 
600  Using the Work of Another Auditor 
610  Considering the Work of Internal 

Auditing 
620  Using the Work of an Expert 
700  The Auditor's Report on Financial 

Statements 
710  Comparatives 
720  Other information in documents 

containing Audited Financial 
statements 

800  The Auditor's Report on Special 
Purpose Audit Engagement 

810  The Examination of Prospective 
Financial Information 

910  Engagements to Review Financial 
Statements 

920  Engagements to Perform Agreed 
Procedures Regarding Financial 
Information 

930  Engagements to Compile Financial 
Information 

Glossary of Terms 
Preface to ISAs and RSs 
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2. International Auditing Practice Statements (IAPSs) 
 
1000 Inter-Bank Confirmation  

Procedures 
1001 Computer Information System 

(CIS) Environments: Standalone 
Microcomputer Systems 

1002 CIS Environments: Online 
Computer Systems 

1003 CIS Environments: Database Systems 
1004 The Relationship Between  

Banking Supervisors and  
External Auditors 

1005 Special Consideration in Audits 
of Small Entities 

 
1006 Audits of the Financial Statements 

of Banks 
1007 [withdrawn] 
1008 Risk Assessments and Internal 

CIS Characteristics and  
Considerations 

1009 Computer-Assisted Audit  
Techniques (CAATs) 

1010 The Consideration of Environ-
mental Matters in the Audit of  
Financial Statements 

1011 [withdrawn] 
1012 Auditing Derivative Financial 

Instruments 
1013 Electronic Commerce: Effect on 

the Audit of Financial Statements 
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Appendix 9. University of the South Pacific (USP):
Undergraduate Accountancy Courses

USP offers the following undergraduate courses in accounting and financial
management.120

120 Source: www.usp.ac.fj

 
Course Title Description 
… Preliminary 1  
… Preliminary 2  
AFF01 Foundation 1  
AFF02 Foundation 2  
AF100 Introduction to Ac-

counting and Financial 
Management for the 
Non Specialist 

This course covers the principles of compilation of 
standard financial reports and their use in assess-
ing an organization’s financial strengths and 
weaknesses. It considers the contribution that  
accounting can make to the good management of 
an organization as a tool for planning, control and 
decision making. It also considers the nature of, 
and the markets for, organization finance. 

AF101  Introduction to Ac-
counting and Financial 
Management Part 1 

The accounting system as a formal information  
system. Accounting conventions. An introduction 
to the analysis of the concepts of accounting,  
especially revenue, expenses, income, assets, depre-
ciation, valuation, liabilities and proprietorship.  
Introduction to accounting for partnerships and 
companies. A study of the accounting process from 
data collection to report preparation, presentation 
and analysis and interpretation (Prescribed text: 
Coutman, B., Introduction to the Accounting and 
Financial Management: Volumes 1 and 2. USP  
Publications) 

AF102  Introduction to Ac-
counting and Financial 
Management Part 2 

An introduction to processing accounting data for 
reporting to management. Budgets, cost concepts, 
classifications and accumulation, and accounting 
information systems will be introduced in the  
context of the management planning and control 
functions in the private sector and government, 
government agencies, and non-profit making  
organizations (Prescribed text: Martin, C., Intro-
duction to Accounting, 4th ed. McGraw-Hill Book 
Company, 1994). 
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Course Title Description 
AF201 Managerial Accounting This course utilizes the cost accounting data  

studied in AF102. An analysis of the management  
accounting function with special emphasis on  
variable cost classification and its application to 
business decisions; techniques to facilitate the  
decision making process including capital invest-
ment decisions. An introduction to systems design 
and computer programming (Prescribed text: 
Langfield-Smith and Thorne, Managerial Accounting, 
McGraw-Hill, 1995).  

AF203 Corporate Accounting The purpose of this course is to provide students 
with an understanding of the functions of financial 
accounting for companies, and the ability to design, 
produce, and interpret accounting reports required 
by law and relevant to users of accounts  
(Prescribed text: Leo, K.J. and Hoggett, J.R.,  
Company Accounting in Australia, 4th ed, John 
Wiley, 1997). 

AF205 Law of Associations This course introduces the basic principles of the 
law of partnership and the law of business corpora-
tions. Brief reference is made to the use of the trust 
in business contexts (Statutory material for the 
course is taken from Fiji. Occasional reference for 
comparative purposes is made to the statute law of 
other South Pacific island nations. Case law is 
drawn from variety of common law jurisdictions). 

AF207  The Design of Ac-
counting and Financial 
Management Models 

This course comprises three parts: (i) Introduction: 
The design of accounting and financial models 
with an emphasis on optimization in AFM; (ii) 
Management control: analytical, quantitative  
modeling for budgetary control and financial  
planning; and (iii) Analysis for Decision Support 
Systems. 

AF208  Financial Management Development of a framework for investment and 
financing decisions both short and long term for 
private enterprises and government bodies; factors 
influencing the allocation of funds to competing  
alternatives; risk analysis models for financial  
decision making; the financial system; the theory of 
capital structure; financial strategies for growth 
(Prescribed text: Weston et al., Fundamentals of 
Financial Management, 11th edn, HBR). 

AF300  Research Project in Ac-
counting 

Detailed proposals of a research project will be 
considered from students of proven ability. The 
course requires some research skills such as those 
provided by SE100. 
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Course Title Description 
AF301  Accounting Theory and 

Applications 
Aspects of advanced financial accounting, with 
particular reference to developments in accounting 
theory and in professional standards. Aspects of 
advanced management accounting theory and  
applications (Prescribed texts: Godfrey, J., Hodgson, 
A., and Holmes, K., Accounting Theory, 4th ed, 
John Wiley, 1997). 

AF302  Information Systems Information systems incorporating accounting  
systems; systems analysis including the design, 
evaluation, and implementation of business  
systems in general and accounting systems in  
particular; internal control and control systems; 
computer-based information systems; uses and  
potential of information systems (Prescribed text: 
O’Brien J.A. "Management Information Systems: 
Managing Information Technology in the  
Networked Empire, 3rd edition, Irwin, 1996). 

AF304  Auditing The audit function and the role of the auditor. The 
audit process as related to the audit of resources, 
commitments, revenue, and expenses. The internal 
audit, the audit report, and the changing status of 
the audit function (Prescribed text: Gul, F.A., 
Teoh, H.Y., and Andrew, B.H., Theory and Practice 
of Australian Auditing, 3rd ed, Thomas Nelson, 
Australia, 1994). 

AF307  Public Sector Accounting The course covers the broad spectrum of public 
sector accounting. Aspects of financial and  
management accounting as they affect governmental 
units and other nonprofit organizations will be 
considered. An approach that balances the devel-
opment and appreciation of a conceptual frame-
work with applied problem solving will be pursued 
(Prescribed text: Jones and Pendlebury, Public Sector 
Accounting, Pitman, UK, 1988). 

AF308  Taxation Law This course is concerned almost exclusively with 
income tax. Each of the major issues that must be 
dealt with by any system of income tax is consid-
ered. The Fiji Income Tax Act is examined in detail 
as an example of a particular income tax law. 

AF309  Insolvency Law and 
Practice 

This course introduces the legal principles and 
procedures governing the bankruptcy of individuals 
and the winding up of insolvent corporations, the 
law governing receivers, alternatives to bankruptcy 
and liquidation and related matters. Fiji statutory 
materials are used and case law is primarily from 
Fiji. 
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Appendix 10. University of the South Pacific (USP):
Postgraduate Accountancy Courses

USP offers the following postgraduate courses in accounting and financial
management.121

 
Course Title Description 
AF 411 Advanced Corporate 

Accounting 
This course covers advanced aspects of financial 
accounting, financial accounting regulatory frame-
work, and specialized accounts not covered in  
undergraduate programs. The topics covered in 
this course include accounting for branches, merg-
ers and acquisitions, preparation of advanced 
consolidated financial statements, segmental  
financial statements, value added reporting, cash-
flow accounting and reporting, accounting for 
trusts, insurance and pension fund accounting, 
farm accounting, and the regulatory framework of 
financial accounting. There is no single textbook 
that covers the body of knowledge required for this 
course. In addition to lecture material, students 
will be required to read specified books and journal 
articles. 

AF 412 Management Ac-
counting and Finance 
in the South Pacific 

 The primary focus of this course is to study how 
management accounting information systems 
should be designed so as to provide adequate  
information for planning, decision making, and 
control of organizational activities with specific 
reference to the South Pacific economic scene. The 
accounting information systems will be discussed 
in conjunction with how people in organizations 
are likely to use and react to the information. The 
course will also address current developments in 
management accounting practice and research. The 
topics covered include design of management  
accounting control systems, management account-
ing models and behavioral implications, cost 
theory, transfer pricing and transfer pricing  
manipulations, performance measurement and 
evaluation. 

121 Source: www.usp.ac.fj
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Course Title Description 
AF413  Advanced Account-

ing Theory 
The course is structured to examine theoretical  
aspects of accounting and the adequacy of concep-
tual accounting doctrines in providing relevant,  
reliable, and objective accounting information. The 
theoretical issues covered will be of special  
relevance to the South Pacific Island Economies. 
The topics covered include developments in  
accounting theory, cultural and socioeconomic  
aspects of accounting, contribution of accounting 
to socioeconomic development in the South Pacific 
including entity theory, accounting information 
needs in a developing country, valuation assump-
tions which underlie accounting information and 
the validity of such assumptions including historic 
cost, present value, current value accounting, and 
the concept of profit. 

AF414  Decision Support 
Systems 

 Accounting as an information system interfaces 
with information theory in general and computer 
technology in particular. In their role as accounting 
information specialists, accountants must have an 
understanding of how information technology can 
support managerial decision making. The aim of 
this course is to provide students with a basis in 
computer Decision Support Systems.  The course 
content will enable students to construct decision 
support systems, understand the nature of subsys-
tems, the strategies for successfully designing and 
implementing decision support systems in an or-
ganization, and the current status of, and develop-
ment perspectives in, decision support systems 
technology. There will be hands-on exposure to 
decision support system software packages. 

AF 415  Reading Course in 
Accounting 

This course provides flexibility to students who 
wish to have an understanding of the literature in 
specific topics in accounting and financial  
management. The special topics available in any 
semester will depend on staff research and teach-
ing interests. At present staff in the department 
have expertise and interest to supervise students 
who would like to pursue special topics in the  
following fields: International Finance, Interna-
tional Accounting, Financial Institutions and  
Markets, Accounting Models and Behavior,  
Managerial Accounting and Managerial Finance, 
Banking, Auditing, Leasing and Social and  
Environmental Accounting. 

DSAA - Fiji.pmd 05/02/03, 3:12 PM128



APPENDIXES

129

Appendix 11. Annual Corporate Plan Prepared Under the
FMR Program

Ministry of Health personnel, with support from the MOFANP, prepared
the following Annual Corporate Plan in August 1999.

Ministry of Health
Annual Corporate Plan

For the Financial Year ending on
31 December 2000

Contents

1. Introduction
2. Nature and Scope of Activities
3. Strategic Goals and Objectives
4. Ownership Performance Targets

4.1 Financial Performance
4.2 Capital Maintenance

5. Forecast Financial Statements
6. Conclusion

Annex 1: Forecast Financial Statements
Annex 2: Capital Expenditure Plan

1. Introduction
This Annual Corporate Plan focuses on the “ownership performance” that
the Ministry of Health will be expected to produce. This includes financial
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performance, capability and risk management performance targets. It
includes a set of forecast, accrual-based financial statements for the
Ministry of Health for the 2000 financial year.

The accountability for this performance will be to the Minister for
Finance as the Ownership Minister. The Annual Corporate Plan has been
agreed with the Minister.

2. Nature and Scope of Activities
The Ministry of Health provides health services, and coordinates and
provides the training and registration of health professionals. The broad
scope of the Ministry’s activities include the promotion of good health,
protecting the community against environmental threats to its health, the
prevention of communicable and noncommunicable diseases and the
provision of curative services in hospitals, health centers and nursing
stations.

The core business of the Ministry of Health is in the following areas:
provision of public health services; provision of medical treatment and
surgical services; provision of professional registration services; provision
of policy advice and ministerial support services; provision of drugs and
pharmaceuticals; and Administration of Health Legislations.

The scope of these activities crosses a complex range of infrastructure,
technology, expertise, and geographical locations.

3. Strategic Goals and Objectives
The Ministry of Health is committed to providing health services to the
quantity, quality and price demanded by the purchaser or purchasers of
those services. It is also committed to ensure that the best use of the capital
(fixed assets and human capital) in the delivery of the outputs.

The Ministry of Health will pursue several strategies to achieve these
objectives. These are:

3.1 Reorganisation of the Ministry
The Ministry recognizes the need to improve the management of its
finances, personnel and substantial physical assets.

The Ministry, therefore, plans to restructure its management systems.
This will involve the Ministry decentralising its operations and re-focus
headquarters activities on roles that support the decentralised system.

3.2 Internal Coordination and Collaboration for Effective Service.
At present, the Ministry of Health has difficulty at times responding
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effectively to the demands of the Minister for Health (as the purchaser)
and the consumers of health services. This is because of a lack of effective
internal coordination and collaboration between various parts of the Ministry.

The Ministry of Health is developing an effective coordination and
collaboration for all its service departments and units in order to provide a
truly integrated and effective delivery system.

This will see the following: developing clear lines of communication
and information throughout the Ministry of Health hierarchy; establishing
an effective patient referral system that encourages the appropriate use of
health care facilities and at the same time complementary to and compatible
with the Ministry’s health information system; and developing
comprehensive patient management strategies involving curative health
services and rehabilitative health services to ensure continuity of patient care.

3.3 Effective External Relationship Management
The Ministry of Health works with a range of other organizations to deliver
its outputs. The maintenance of effective working relationships is very
important to delivering fully the outputs sought by the Minister for Health.

The strategies to achieve this ongoing goal are: developing practical
mechanisms for effective collaboration with agencies and institutions
[government Ministries, nongovernment organizations, and institutions],
as and when applicable, through: formal and informal links, bilateral
arrangement, project-specific arrangement, integrated services,
coordinating body, cost-sharing formula, personal contacts, etc; developing
a multisectoral and multidisciplinary approach towards integrated health
promotion, health protection, and other health care activities; advocating
on behalf of health in other sectors.

3.4 Human Resource Development and Management
The Ministry of Health having the capacity, and hence the confidence, to
deliver a health service that is efficient, customer-oriented, and of a high
standard by the availability of skilful, motivated and knowledgeable
workforce, and the implementation of continuous quality improvement
programs. This will be achieved by:
• developing and implementing a human resource development plan that

is appropriate, relevant, and service-driven.
• retaining professional staff through appropriate incentives and

rewards, and to improve their social and living conditions.
• developing and implementing quality improvement programs in the

three divisional hospitals by 2000.
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3.5 Development of a Comprehensive Health Information System
The Ministry of Health intends to develop a comprehensive information
system that supports management decision making at every level. This will
see completion of linked information systems amongst the three Divisional
Hospitals [CWMH, Lautoka and Labasa] and the Ministry of Health head-
quarters by 2001.

The information system, combined with other financial management
initiatives, will permit the better allocation of people and fixed assets to
areas where they can most effectively contribute to the production of the
Ministry’s outputs. It will also highlight where new technology might be
best applied.

4. Ownership Performance Targets

4.1. Financial Performance

Revenues F$‘000
Revenue from the Purchase Minister 107,793
Revenue from trading with any other person 970
Total Revenues 108,763

With the exception of hospital fees, the Ministry’s operations are funded
solely by revenues from the Minister of Health.

This breakdown is included under section 113 of the Public Finance
Management Act 1999. It is included as an additional input control mecha-
nism while Ministry of Health is preparing and implementing appropriate
management systems to be able to operate successfully in an output-based
system with significantly greater managerial autonomy.

Operating Expenses F$‘000
Personnel

Salaries 42,276
Wages 9,073
Employer contributions to FNPF 4,485
Allowances 1,684
Other personnel 2,738

Depreciation 4,274
Capital charge 518
Other Operating Expenses:

Communications 1,113
Travel 398
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Repairs and maintenance 10,841
Training expenses 1,000
Other operating expenses 29,393

Total Operating Expenses 107,793

The Ministry of Health is intending to remove this section of the
ownership performance targets within the next 24 months.

Balance Sheet Performance
Net worth F$6,474
Ratios:

Current assets to current liabilities  1 :  0.54
Total assets to total liabilities 1 :  1.37

Overall changes in assets and liabilities will produce changes in net worth
and the balance sheet ratios outlined above.  These are important indicators
of ownership performance. The major influences on net worth for Ministry
of health are: compensation payments made by the Ministry of Health to
aggrieved parties for settlement of legal cases/claims; operating costs;
acquisition of non current assets.

Cash management is also critical for the successful operation of
Ministry of Health. The key areas where cash is applied to is outlined in
the table.

Cash Flows F$‘000
Cash from Operating Activities (3,480)
Cash from Investing Activities (5,000)
Cash from Financing Activities ..
Change in Cash Balances (8,480)

Proposed Capital Injection
To finance the capital expenditure program and initial working capital,
the Ministry is seeking a $28.5m capital injection from the Ownership Min-
ister.

4.2. Capital Maintenance
Financial performance for Ministry of Health, while important, is not the
only way in which overall ownership performance will be measured.
Maintaining the capability of the human resources and physical assets to
deliver the outputs required of the Ministry of Health is also very important.
The following performance measures relate to capital maintenance:
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Human Capital
Total Full Time Equivalent Staff 4,300
Staff Turnover 5%
Average Length of Service 20–25 years
Significant changes to the personnel Introduction of a performance based

management system management system. Decentralizing
management within the Ministry
(and the health system generally)

The major highlights of the Ministry’s human resource plans are:
• Introducing a performance management system that creates an

environment in the Ministry of Health where the focus of all staff is on
the effective and efficient delivery of the health outputs being
purchased.  As a result, staff will be more productive and responsive to
the needs of the Minister for Health (as the purchaser) and health
consumers.

• Capacity building within the Ministry of Health to ensure that staff
have the ability  and skills to manage effectively in the restructured
Ministry (particularly as a result of the decentralization of
management).

Physical Capital
Value of Physical Assets $16,187
Asset replacements as a percentage of total assets 31%
Ratio of book value of depreciated assets to the initial cost of depreciated assets 1 : 0.58
Ratio of depreciation to cash flow on asset purchases 1 : 0.9
Any changes in asset management policies and systems An information system is

being introduced to
provide better financial
information for asset
management.

Asset policies will be pursued in line with Finance Instructions, while
emphasis will be placed on the development of new Health infrastructure,
heavy emphasis will be placed on the upgrading of existing facilities and
fixed assets.
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Major Existing Capital Expenditure

Description and amount of major new
capital expenditure projects:

Building or upgrading of hospitals, health
centres, nursing stations and other
health institutions

    $3,719,000

Details of Major Capital Expenditure
Major New Capital Expenditure

New Nadi Hospital ($4,100,000) Will be completed by August 2000 and
completed within budget. $3,700,000 is
required to complete the project in 2000.

Natural disasters and unanticipated
increases in costs may impact on the
viability of this investment

New Vunidawa Hospital ($3,500,000) Will be completed by December 2000 and
completed within budget. $3,000,000
required to complete the project in 2000.

Natural disasters and unanticipated
increases in costs may impact on the
viability of this investment

New Paediatric Hospital ($20,000,000) Will be completed by April 2000 and
completed within budget. $600,000 will be
required as the Fiji Government contribution
to complete the project in 2000.

Natural disasters and unanticipated
increases in costs may impact on the
viability of this investment

Taveuni Rural Health project
($5,4000,000)

Will be completed by September 2000 and
completed within budget. $1,100,000 will be
required as the Fiji Government contribution
for 2000.

Natural disasters and unanticipated
increases in costs may impact on the
viability of this investment

A more detailed capital expenditure plan is attached as an Annex to this
Annual Corporate Plan. This is required by section 113 of the Public Finance
Management Act, 1999 as part of the interim input control system.
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5. Risk Management
The key risks to the activities of Ministry of Health are:
• Natural disaster. The Ministry is very dependent on major assets to

deliver its outputs. A natural disaster (e.g., floods, cyclones or earth-
quakes) can have a significant impact on those assets and have an
impact on the ability of the Ministry to deliver the outputs purchased.
The Ministry has a disaster management plan in the event that disasters
occur.

• Unexpected increases in the costs of the Ministry, in particular
personnel costs. As first step, the Ministry will look to make efficiency
in the event of unexpected increases in costs. This is to ensure that the
output purchase price agreed with purchasers (including the Minister
for Health) remain as stable as possible. However, in the event of
significant increases in expenses, the Ministry may need to approach
the ownership minister for approval to restructure the Ministry or the
Minister for Health to increase the price paid for some or all of the
outputs.

• Significant variations in the outputs that are purchased from the
Ministry (i.e., significantly more outputs, significantly less outputs, or
a significant change in the nature of the outputs). The Ministry will
take measure to ensure that it monitors the potential demand for its
services. Our planning processes will take account of potential changes
to the demand for our services. We will also maintain a close relation-
ship with the Minister for Health to ensure that, as far as possible we
are responsive to his demand for our outputs.

• Industrial disputes with Ministry personnel. The Ministry will develop
strategies to ensure harmonious industrial relations. This will ensure
that, as far as possible industrial disputes do not arise. Where they do,
the Ministry will act as a good employer and negotiate (and engage
appropriate expertise) to ensure a satisfactory conclusion of any
dispute.

6. Forecast Financial Statements
The forecast financial statements are attached as an Annex. These:
• Are consistent with the Annual Portfolio Plan and Estimates of the

Ministry of health Ownership Minister.
• Contain the financial statements and information required under

Schedule 6 of the Public Finance Management Act 1999.
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7. Conclusion
The Annual Corporate Plan has been prepared by the Ministry of Health
and is consistent with the provisions of the Public Finance Management
Act 1999. It has been agreed with the Ownership Minister, including the
levels of equity investment/withdrawal and the ownership performance
to be achieved during the 2000 financial year. These are specified in this
Annual Corporate Plan.

I am responsible for the preparation of this Annual Corporate Plan
and for delivering the ownership performance that has been agreed with
the Ownership Minister.

[Signature]

Luke Rokovada
Chief Executive
MINISTRY OF HEALTH
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MINISTRY OF HEALTH
FORECAST FINANCIAL STATEMENTS
FOR THE YEAR ENDING 31 DECEMBER 2000

Contents

Statement of Responsibility for the Forecast Financial Statements

Statement of Accounting Policies and Forecasting Assumptions

Forecast Operating Statement

Forecast Balance Sheet

Forecast Statement of Changes in Net Equity

Forecast Statement of Cash Flows

Notes to the Forecast Financial Statements

DSAA - Fiji.pmd 05/02/03, 3:12 PM138



APPENDIXES

139

MINISTRY OF HEALTH
STATEMENT OF RESPONSIBILITY FOR FORECAST FINANCIAL
STATEMENTS
FOR THE YEAR ENDING 31 DECEMBER 2000

These Forecast Financial Statements have been prepared in accordance
with the provisions of the Public Finance Management Act 1999.

To the best of my knowledge the attached forecast statements are:

( a ) complete and reliable.
( b ) fairly reflect the forecast financial position as at 16 August 1999 and

performance for the financial year ending 31 December 2000.
( c ) comply with generally accepted accounting practice.

Name : Luke Rokovada
Title : Chief Executive Officer
Date : 16 August, 1999
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MINISTRY OF HEALTH
STATEMENT OF ACCOUNTING POLICIES AND FORECASTING
ASSUMPTIONS
FOR THE YEAR ENDING 31 DECEMBER 2000

The forecast financial statements have been prepared in accordance with
generally accepted accounting principles, Fiji Accounting Standards and
the requirements of the Public Financial Management Act 1999.

The accounting policies adopted in preparing the forecast financial
statements are consistent with those included in the Finance Instructions
tabled for all government entities.

( a ) Basis of Accounting
 The forecast financial statements of The Ministry of Health have been
prepared on the accrual accounting basis and historical cost using the
accounting policies described below and except where stated do not take
into account the general purchasing power of the dollar or in the specific
assets except for land and buildings and motor vehicles which are stated
at valuations, as per Note 11.

( b ) Depreciation
Assets are depreciated over their estimated useful lives using the straight-
line method:

Estimated life
    (Years)

Computer hardware 4
Furniture, fixtures and office equipment 5
Motor vehicles 5
Plant and equipment 4

( c ) Receivables
A provision is raised for any doubtful debts based on a review of all
outstanding amounts at year-end. Bad debts are written off during the year
in which they are identified.

( d ) Employee Entitlements
All employees belong to the Fiji National Provident Fund, an independent
statutorily administered fund and the Department has no liability for
current or past service pensions in respect of these employees.
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The amounts expected to be paid to employees for their pro-rata
entitlements to long service leave, annual leave and other benefits are
accrued at current wage rates.

( e ) Foreign Currency Transactions
Foreign currency transactions during the year are recorded in Fijian
currency using the rate of exchange prevailing at the date of the transaction.
At balance date, the amounts receivable and payable in foreign currency
are translated at the exchange rate prevailing at balance date. The resultant
variation is brought to account in determining the results for the year.

( f ) Cash Flows
For the purpose of the statement of cash flows, cash includes cash on hand,
deposits held with banks and net of bank overdraft.

( g )  Currency
All amounts are expressed in Fijian currency.

( h )  Comparative Figures
Where necessary, comparative figures have been adjusted to conform with
changes in presentation in the current year.

( i ) Rounding of Amounts
The amounts have been rounded off to nearest thousand unless otherwise
stated.
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  2000 2001 2002 

 Forecast Projection Projection
 Notes $000 $000 $000 
Revenue     
Outputs from ministers 1(a) 107,793 115,495 121,947 
Outputs from others 1(b) 970 970 970 
Interest  .. .. .. 

Total Operating Revenue  108,763 116,465 122,917 

     
Operating Expenses     
Personnel  61,266 63,344 65,747 
Depreciation  4,274 4,607 4,941 
Capital charge  518 518 518 
Goods and services  41,698 46,989 50,704 
Other operating costs  37 37 37 

Total Operating Expenses  107,793 115,495 121,947 

     
Surplus/(Deficit) from Operating Activities 970 970 970 
     
Surplus/(Deficit) from Ordinary Activities 970 970 970 
     
Net Surplus/(Deficit) after Abnormal and Ex-

traordinary Items 970 970 970 

     

 
The above Forecast Operating Statement should be read in conjunction 
with the Notes to the Forecast Financial Statements. 

MINISTRY OF HEALTH
FORECAST OPERATING STATEMENT
FOR THE YEAR ENDING 31 DECEMBER 2000
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  1999 2000 2001 2002 
 Estimate Forecast Projection Projection 

Notes $000 $000 $000 $000 
Equity      
Contributed capital 2 6,474 6,474 6,474 6,474 
Asset revaluation reserve 3 .. .. .. .. 
Retained earnings 4 .. .. .. .. 
  6,474 6,474 6,474 6,474 

Represented by:      
Current assets      
Cash and bank  2,142 (6,338) (3,373) 30 
Inventories 5 4,898 4,898 4,898 4,898 
Receivables  6 97 9,080 9,722 10,260 
  7,137 7,640 11,247 15,188 

Less:       
Current Liabilities      
Payables and accrued expenses  3,766 4,025 4,025 4,025 
Employee entitlements 7 8,671 8,671 8,671 8,671 
Other current liabilities   402 1,372 1,372 1,372 
  12,839 14,068 14,068 14,068 

      
Net Current Assets  (5,702) (6,428) (2,821) 1,120 
      
Non-Current Assets     
Fixed assets 8 15,461 16,187 12,580 8,639 
  15,461 16,187 12,580 8,639 

Less:       
Long Term Liabilities     
Employee entitlements 7 3,285 3,285 3,285 3,285 
  3,285 3,285 3,285 3,285 

Net Assets  6,474 6,474 6,474 6,474 
 

The above Forecast Balance Sheet should be read in conjunction with 
the Notes to the Forecast Financial Statements. 

MINISTRY OF HEALTH
FORECAST BALANCE SHEET
AS AT 31 DECEMBER 2000
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MINISTRY OF HEALTH
FORECAST STATEMENT OF CHANGES IN NET EQUITY
FOR THE YEAR ENDING 31 DECEMBER 2000
   
 2000 2001 2002 
 Forecast Projection Projection 
 $000 $000 $000 
    
Net equity at the beginning of the period 6,474 6,474 6,474 
Asset Revaluation Reserve .. .. .. 

Retained Earnings  .. .. .. 
Asset Injection/(Withdrawal) .. .. .. 
Net surplus/(deficit) for the period .. .. .. 

Net equity at the end of the period 6,474 6,474 6,474 

 
 
 
The above Forecast of Statement of Changes in Net Equity should be 
read in conjunction with the Notes to the Forecast Financial State-
ments. 
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MINISTRY OF HEALTH
FORECAST STATEMENT OF CASH FLOWS
FOR THE YEAR ENDING 31 DECEMBER 2000

  2000 2001 2002 
 Notes Forecast Projection Projection 
  $000 $000 $000 
OPERATING CASH FLOWS     
Receipts     

Outputs from Ministers  98,811 114,854 121,410 
Interest received  .. .. .. 
Other receipts  970 970 970 

Payments     
Employees   (61,266) (63,344) (65,747) 
Capital charge  (259) (518) (518) 
Other operating costs  (41,736) (47,027) (50,742) 

Net cash flows from operating activi-
ties 

9 (3,480) 4,935 5,373 

     
INVESTING CASH FLOWS     
Acquisition of non-current assets  (5,000) (1,000) (1,000) 
Sale of non-current assets  .. .. .. 
Net cash flows from investing activi-

ties 
 (5,000) (1,000) (1,000) 

     
FINANCING CASH FLOWS     
Capital contributions  .. .. .. 
Repayment of surplus  .. (970) (970) 
Repayment of capital  .. .. .. 
Net cash flows from financing activi-

ties 
 .. (970) (970) 

     

Net increase/(decrease) in cash   (8,480) 2,965 3,403 

Cash and bank at beginning of period  2,142 (6,338) (3,373) 

Cash and bank at end of period 10 (6,338) (3,373) 30 

     
The above Forecast Statement of Cash Flows should be read in conjunc-
tion with the Notes to the Forecast Financial Statements. 
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MINISTRY OF HEALTH
NOTES TO THE FORECAST FINANCIAL STATEMENTS
FOR THE YEAR ENDING 31 DECEMBER 2000
 
The following notes form part of the Forecast Financial Statements for 
the period ending 31 December 2000. 

  2000 2001 2002 
  Forecast Projection Projection 
  $000 $000 $000 

1. Output Revenue    
 (a) Ministers:    
         (i)  Minister of Health 107,793 115,495 121,947 
  107,793 115,495 121,947 

 (b) Others:    
          (i) Hospital fees and charges 970 970 970 
            970 970 970 

     
2. Contributed Capital    

 Opening Balance 6,474 6,474 6,474 
 Capital injections/repayments .. .. .. 

 Closing Balance 6,474 6,474 6,474 

     
3. Asset Revaluation Reserve    

 Opening Balance .. .. .. 
 Asset Revaluation increases .. .. .. 
 Asset Revaluation decreases .. .. .. 
 Asset Revaluation transferred to             

Operating Statement or Retained 
Earnings   

 
.. 

 
.. 

 
.. 

 Closing Balance .. .. .. 
     

4. Retained Earnings    

 Opening Balance .. .. .. 
 Net surplus/(deficit) for the period .. .. .. 
 Changes in accounting policies/ fun-

damental errors taken to opening 
balance of retained earnings 

 
.. 

 
.. 

 
.. 

 Repayment of Surplus for the period .. .. .. 

 Closing Balance .. .. .. 
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MINISTRY OF HEALTH
NOTES TO THE FORECAST FINANCIAL STATEMENTS
FOR THE YEAR ENDING 31 DECEMBER 2000
 

  2000 2001 2002 
  Forecast Projection Projection 
  $000 $000 $000 
     

5. Inventories    
 Raw materials .. .. .. 
 Consumables 4,968 4,968 4,968 
 Work in Progress .. .. .. 
  4,968 4,968 4,968 
 Less Provision for stock obsolescence 70 70 70 

  4,898 4,898 4,898 

     
6. Receivables    

  Output receivables .. .. .. 
 Other receivables 9,121 9,763 10,301 
  9,121 9,763 10,301 
 Less Provision for doubtful debts 41 41 41 

  9,080 9,722 10,260 

7. Employee Entitlements    
 Annual Leave 8,091 8,091 8,091 
 Long Service Leave 3,865 3,865 3,865 
  11,956 11,956 11,956 

     
8. Fixed Assets    

 Land and buildings .. .. .. 
 Less:  Accumulated depreciation  .. .. .. 

  .. .. .. 

     
 Plant and equipment 10,168 10,168 10,168 
 Less:  Accumulated depreciation 3,563 6,105 8,647 

  6,605 4,063 1,521 

     
 Furniture and fixtures 958 958 958 
 Less:  Accumulated depreciation 288 480 672 

  670 478 286 
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MINISTRY OF HEALTH
NOTES TO THE FORECAST FINANCIAL STATEMENTS
FOR THE YEAR ENDING 31 DECEMBER 2000
 

  2000 2001 2002 
  Forecast Projection Projection 
  $000 $000 $000 
     
 Computer Hardware and Software 902 902 902 
 Less:  Accumulated depreciation 263 488 713 

  639 414 189 

     
 Motor vehicles 3,945 4,945 5,945 
 Less:  Accumulated depreciation 1,573 3,221 5,203 

  2,372 1,724 742 

     
 Capital Work in Progress 5,901 5,901 5,901 

     
 Total Fixed Assets 21,874 22,874 23,874 
 Less:  Accumulated depreciation 5,687 10,294 15,235 

  16,187 12,580 8,639 

     
9. Reconciliation of Net Operating Cash

Flows to Net Surplus/(Deficit) 
   

 Operating surplus/(deficit) 970 970 970 
     
 Non-cash movements:    
    Depreciation 4,274 4,607 4,941 
    Provision for doubtful debts .. .. .. 
 Decrease/(increase) in receivables (8,983) (642) (538) 
 Decrease/(increase) in other current 

assets 
.. .. .. 

 Increase/(decrease) in payables 259 .. .. 
 Increase/(decrease) in accrued per-

sonnel costs 
.. .. .. 

 Net Operating Cash Flows (3,480) 4,935 5,373 
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MINISTRY OF HEALTH
NOTES TO THE FORECAST FINANCIAL STATEMENTS
FOR THE YEAR ENDING 31 DECEMBER 2000

  2000 2001 2002 
  Forecast Projection Projection
  $000 $000 $000 

10. Bank    
 Cash on hand (8,480) (5,515) (2,112) 
 Cash at bank 2,142 2,142 2,142 

  (6,338) (3,373) 30 

     
11. Contingent Liabilities    

 Expected liability arising from claims 
as advised by the Solicitor General’s 
Office 

500 500 500 

 
This covers for litigation against the Ministry of Health on negligent 
practices by medical providers and also includes legal costs. 
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