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Acronyms and Abbreviations 

ADB    Asian Development Bank  

AGA Autonomous Government Agencies (known as Crown-funded agencies in the Cook 
Islands) 

AMD  Aid Management Division of MFEM 

AusAID   Australian Agency for International Development  

BPS  Budget Policy Statement 

BS  Balance Sheet 

CEO  Chief Executive Officer 

CIG  Government of the Cook Islands 

CIGFPPM Cook Islands Government Financial Policies and Procedures Manual 

CIIC  Cook Islands Investment Corporation 

CITC  Cook Islands Tourism Corporation 

CS-DRMS  Commonwealth Secretariat Debt Recording and Management System  

DFD  Australia’s Federal Government’s Department of Finance and Deregulation 

DSA   Debt Sustainability Analysis 

EC  European Commission 

EU   European Union  

FAP  Forward Aid Programme (NZ Aid) 

FMIS   Financial Management Information System  

FSC  Financial Supervisory Commission 

GAAP  Generally Accepted Accounting Principles 

GDP   Gross Domestic Product  

GEF  Global Environment Fund 

GFS   Government Finance Statistics  

HDI   Human Development Index  
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HOM  Head of Ministry 

HYEFU  Half Year Economic and Fiscal Update 

IPSAS   International Public Sector Accounting Standards  

IPSASB  International Public Sector Accounting Standards Board 

IMF   International Monetary Fund  

MoE  Ministry of Education 

MFEM  Ministry of Finance and Economic Management 

MFEM Act Ministry of Finance and Economic Management Act 1995-96 

MoH  Ministry of Health 

MLA  Ministries and Line Agency under the CIG 

MTBF   Medium Term Budgetary Framework  

N/A  Not applicable (for given indicator) 

NR  Not rated (for given indicator) 

NSDP   National Sustainable Development Plan 2007-11 

NZAID  New Zealand’s International Aid and Development Agency (now referred to as the 
NZ Aid Programme, as managed by the Ministry of Foreign Affairs and Trade) 

OECD  Organisation of Economic Co-operation and Development 

OPM  Office of the Prime Minister 

P&L  Profit and Loss statement 

PAYE  Pay As You Earn taxation 

PE  Public enterprise 

PEFA   Public Expenditure and Financial Accountability  

PERC  Public Expenditure Review Committee 

PERCA  Public Expenditure Review Committee and Audit (generally refers to the Audit 
Office) 

PFM  Public Financial Management 
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PFM  Public Financial Management – Performance Report 

PI  Performance Indicator 

PRC  People’s Republic of China 

PSC   Office of the Public Service Commissioner 

QR  Queen’s Representative 

ROBOCs Revenue on Behalf of the Crown 

RMD  Revenue Management Division of MFEM 

SAI   Supreme Audit Institution  

SOE   State Owned Enterprise 

SNG    Sub-National Government 

SPSAI   South Pacific Supreme Audit Institutions  

SWAP   Sector Wide Approach to Planning  

TA   Technical Assistance  

TMD  Treasury Management Division of MFEM 

UN   United Nations  

UNDP  United Nations Development Programme 

VAT   Value Added Tax 
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Introduction 

The Public Expenditure and Financial Accountability (PEFA) assessment evaluates the current status 
of the Public Financial Management (PFM) systems in the Cook Islands in terms of the main systemic 
strengths and weaknesses and in accordance with the PEFA framework.  It is important to underline 
that the purpose has not been to assess different institutions or responsible individuals in the 
Government but to focus on the PFM systems themselves. 

The Government of the Cook Islands has decided to undertake a PEFA in two phases: undertake a 
PEFA self-assessment in October/November 2013, to be followed by a formal assessment in July 
2014. The self-assessment which allows the GCI to assess itself is an interim step to a full formal 
assessment.  In addition to assigning the score to each PEFA indicator, this self-assessment has 
recommended actions that the GCI can implement to improve the scores by the time of the formal 
assessment.    

 The assessment covers the fiscal years 2010/11, 2011/12, and 2012/13.   

 The PFM-PR was prepared by a team comprising Cook Islands Government staff assisted by 
PFTAC. The government team comprised officials from the Ministry of Finance and Economic 
Management (MFEM), the Office of the Prime Minister (OPM), and the Public Service 
Commission (PSC).  A large number of government officials were involved in participating in 
stakeholder interviews providing information and documentary evidence.  

 The public sector in the Cook Islands comprises central government (comprising line ministries, 
Crown agencies and state-owned public enterprises) and the recently established local 
government sector (comprising ten Island Administrations).   

 As the Crown accounts consolidate the accounts of all public sector entities (including state-
owned public enterprises and Island Administrations), the assessment of the Cook Islands’ PFM 
systems in some areas covers all public expenditures and the institutions responsible for such.  
More broadly however, the assessment of PFM systems has focussed primarily on central 
government (including crown agencies). 

 

Executive Summary 
 
Overall, there have been significant improvements across a number of PEFA indicators between the 
2011 and the 2013 assessments.  A total of sixteen indicators achieved a higher rating than 2011, or 
were rated for the first time in 2013. Eleven indicators remain at the same rating level as 2011. Four 
indicators were rated at a lower level than 2011, but this generally reflected a revision of the 2011 
scoring rather than a change in management practice. In addition, the team identified a number of 
areas where relatively little effort would be required for the Government to achieve a higher score. 
Suggestions for actions to be taken over the next six months and in the medium term are set out in 
the report. 
 
Noteworthy improvements have been made since 2011 in the following areas: credibility of budget 
estimates and arrears reporting; taxation awareness and registration programs; adherence to the 
budget preparation calendar; transparency of inter-governmental relations; guidance on budget 
submissions; debt sustainability analysis; publication of contract awards; bank reconciliation 
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processes; quality of in-year reporting; and completeness and timeliness of estimates of project 
support by donors.    
 
The 2013 self-assessment identified a number of areas in the Government’s public financial 
management framework that that could be improved over the next six months and, if implemented, 
should enable higher scores at the July 2014 formal PEFA assessment.  These include: 

• the need to clear the backlog of unaudited annual financial statements;  
• inclusion of functional analysis in the Budget documents and financial statements;  
• inclusion of previous year’s outturn data (actual spend) in the Budget document; 
• inclusion of funding inflows and actuals for each donor project in the Budget and Financial 

statements; 
• inclusion of consolidated report on fiscal risk from SOEs and Local Island Governments (Pa 

Enua; 
• publication of  annual reports on full finances of all public schools and health primary service 

units (budgets and actuals); 
• strengthen linkage between forward estimates and strategic plans, including corporate, 

sector, NSDP and capital plans; 
• strengthen linkage between the tax system and goods entry, commercial registration, 

payroll and banking systems; 
• establish an independent tax appeals committee; 
• undertake monthly reconciliation of the full tax cycle; 
• implement full integration of HR management and payroll systems; 
• clarify rules for tender waiver, introduce Line Ministry (LM) annual procurement plans, and 

establish an independent procurement appeals mechanism; 
• establish automated commitment control; 
• re-establish the internal audit function; 
• improve the scope and timeliness of in-year reports; 
• further training of LMs on accounting and reporting, and improve capacity within LMs to 

plan, procure and implement projects. 
• the Public Accounts Committee (PAC) to establish formal reviews of the Budget and Audit 

reports; and  
• establish a formal follow-up mechanism for Audit and PAC recommendations. 

 
Integrated assessment of PFM performance 

The PFM system is centred on a set of relatively advanced budget and financial management rules 
and structures around a clear legislative framework, and the rules are well-documented.  
Compliance with these rules and processes in many areas is high, whilst in others limited capacities, 
particularly in financial management, constrain their ability to implement the processes efficiently; 
the relative sophistication of PFM systems, including the use of accrual budgeting and accounting, 
may mean that they may not be functioning as well as intended. 
 
Historically, there has been a key break in the accountability chain, through the lack of effective 
Parliamentary oversight, which hindered the ability of external stakeholders to hold managers to 
account for both financial and non-financial performance. Significantly, the Public Accounts 
Committee (PAC) was established in 2012. The PAC has commenced its oversight work and it is 
anticipated that in the coming year 2014/15 it will commence independent reviews of the proposed 
Budget and Audit reports before being tabled in parliament. 
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Measured along the 6 core dimensions of public financial management, the PFM systems in the Cook 
Islands may be summarised as follows: 
 
Credibility of the budget 

Over the last three years, budget credibility in both aggregate and across ministries and line agencies 
(MLAs) has been high, which reflects both the accuracy of estimates and budgeting overall and 
strong fiscal discipline during budget execution. This result is tempered by the delay in finalizing and 
auditing the annual consolidated financial statements for r 2010/11 and 20011/12. Use of the 
contingency reserves has been minimal (less than 1% of total expenditure) over the past three years. 
The stock and monitoring of payment arrears was scored for the first time in 2013. Monthly 
monitoring of arrears data began in July 2012. The level of arrears at 30 June 2013 was less than 1% 
of total expenditure. 

Comprehensiveness and transparency of the budget 

The budget is generally quite comprehensive and transparent.  The budget is based on 
administrative and economic classifications, however a full functional analysis of the Budget in line 
with COFOG is not provided. The budget documentation and public accounts provide comprehensive 
information on revenues, expenditures, assets and liabilities in line with IPSAS standards for accrual 
accounting.  Supplementary budget information on MLA output objectives and performance 
indicators is also presented in the budget documents. Inter-governmental fiscal relations are 
transparently and comprehensively set out in the Budget document. However, an important 
omission in the budget documents is the absence of information on preliminary outturns for the 
prior year, which would assist Parliament and other stakeholders to evaluate the budget proposals.  
Provision of more detailed information on donor-funded projects (notably disclosure of donor 
funding inflows and expenditures for each project) would improve transparency further. The 
monitoring of potential fiscal risk from state-owned public enterprises, crown agencies and Island 
Governments is undertaken but a consolidated annual report on fiscal risks from these sectors is not 
currently produced. 

While a number of key fiscal documents are in principle made available to the public, including the 
budget documents, in-year financial reports, annual financial statements and audit reports, public 
accessibility to the information and its usefulness is limited in practice by the timeliness of some of 
the information (particularly delays in tabling audited financial statements). Improvements since 
2011 include the publication of tender awards and in-year budget execution reports.  

Policy-based budget 

The budget timetable, budget processes and guidance are generally adhered to, and legislative 
approval is usually provided prior to the commencement of the budget year. While medium-term 
fiscal aggregates and MLA forward estimates are provided in the Budget documents, the ability to 
translate sector or sub-sector policies into budgetary allocations, particularly in the forward years, is 
undermined by the absence of costed sector strategies, and weak links between investments and 
subsequent recurrent cost requirements. Debt Sustainability Analyses (DSAs) were undertaken 
annually over the past two years, and another DSA will be undertaken in June 2014.  

Predictability and control in budget execution 

Clear and simple tax laws, good accessibility to taxpayer obligations and requirements, and timely 
banking of tax collections, provide reasonable controls on tax receipts. However, regular 
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reconciliation of the full tax cycle is not undertaken. Cash flows are actively managed, with MFEM 
closely monitoring the funding inflows of the Government against anticipated usage, and investing 
cash surpluses. Annual warrants are issued, enabling line ministries to have confidence in their 
budget allocations for the whole year. A clear and well-documented process for supplementary 
estimates and budgetary virement is in place. While internal expenditure controls are reasonably 
robust, some errors, particularly on operational expenditures in the Island Administrations, lead to 
qualifications in the audit reports. A significant weakness in the control framework is the lack of an 
operational internal audit function. There are also weaknesses in the implementation of 
procurement procedures, as well as in the procedures themselves, leading to the frequent award of 
non-competitive tenders whose justification often appears unclear. There is also a need to introduce 
and publish Line Ministry annual procurement plans, and establish an independent procurement 
appeals mechanism. Bank account reconciliations are performed regularly, but the Government’s 
financial systems do not support full electronic reconciliation. The Government’s financial systems 
do not provide automatic control over expenditure commitments.  The PSC’s HR management 
system and MFEM’s payroll systems are not integrated.  

Accounting, recording and reporting 

The usefulness of reporting budget execution and other fiscal information to management is 
potentially undermined by the lack of completeness of the information from MLAs and weaknesses 
in their data accuracy. Weaknesses in the quality of MLA reporting data also results in some delays 
to in-year reporting on expenditures (both Crown and MLAs) and causes substantial delays in the 
preparation of year-end accounts, which has a knock-on effect on the completion and auditing, and 
hence external scrutiny, of the final public accounts. Information on resourcing available to primary 
service delivery units is collected by Health and Education but is not published.  

External scrutiny and audit 

While the scope of external audit is wide, covering the whole of the public sector, and is based on 
international standards, the delays in the completion of MLAs’ annual accounts and auditing of the 
Crown accounts reduce the impact of external audit’s recommendations. 

Historically, Parliamentary oversight of public finances has been weak, which has represented a 
significant break in the accountability chain. This area has been strengthened since 2012 by the 
establishment of the PAC. However, while the PAC has commenced its oversight work, there is a 
need to establish the routine practice of conducting robust hearings into Budget proposals and Audit 
reports. There is a commensurate need to establish a formal mechanism to follow-up on the 
implementation of Audit and PAC recommendations. 
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Summary of 2013 PFM Performance Indicators 

PFM Performance Indicator 
Scoring 
Method 

Dimension Ratings 
Overall 
Rating 
2013 

Overall 
Rating 2011 
 

i Ii iii iv   

A. PFM-OUT-TURNS:  Credibility of the budget 

PI-1 
Aggregate expenditure out-turn compared to original 
approved budget 

M1 B+ 
 

  B+ C 

PI-2 
Composition of expenditure out-turn compared to original 
approved budget 

M1 B+ 
B+ 

  B+ C+ 

PI-3 
Aggregate revenue out-turn compared to original approved 
budget 

M1 B+ 
 

  B+ B 

PI-4 Stock and monitoring of expenditure payment arrears M1 B B   B NR 

B. KEY CROSS-CUTTING ISSUES: Comprehensiveness and Transparency 

PI-5 Classification of the budget M1 C    C A 

PI-6 
Comprehensiveness of information included in budget 
documentation 

M1 B    B B 

PI-7 Extent of unreported government operations M1 A C   C+ B+ 

PI-8 Transparency of inter-governmental fiscal relations M2 B A A  B+ NA 

PI-9 
Oversight of aggregate fiscal risk from other public sector 
entities 

M1 C B   C+ C 

PI-10 Public access to key fiscal information M1 C    C B 

C. BUDGET CYCLE 

C(i) Policy-Based Budgeting 

PI-11 Orderliness and participation in the annual budget process M2 A A B  B+ C 

PI-12 
Multi-year perspective in fiscal planning, expenditure policy 
and budgeting 

M2 C B D C C D+ 

C(ii) Predictability and Control in Budget Execution 
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PFM Performance Indicator 
Scoring 
Method 

Dimension Ratings 
Overall 
Rating 
2013 

Overall 
Rating 2011 
 

i Ii iii iv   

PI-13 Transparency of taxpayer obligations and liabilities  M2 B B B  B B 

PI-14 
Effectiveness of measures for taxpayer registration and tax 
assessment 

M2 B B B  B C+ 

PI-15 Effectiveness in collection of tax payments  M1 
TB
D 

A D  TBD NR 

PI-16 
Predictability in the availability of funds for commitment of 
expenditures 

M1 B A A  B+ A 

PI-17 
Recording and management of cash balances, debt and 
guarantees 

M2 B D B  C C 

PI-18 Effectiveness of payroll controls M1 D B A B D+ D+ 

PI-19 Competition, value for money and controls in procurement M2 C D C D D+ D 

PI-20 Effectiveness of internal controls for non-salary expenditure M1 C B B  C+ C+ 

PI-21 Effectiveness of internal audit M1 D D D  D NA 

C(iii) Accounting, Recording  and Reporting 

PI-22 Timeliness and regularity of  accounts reconciliation M2 A B   B+ B 

PI-23 
Availability of information on resources received by service 
delivery units 

M1 B    B B 

PI-24 Quality and timeliness of in-year budget reports M1 B B B  B C+ 

PI-25 Quality and timeliness of annual financial statements M1 A D B  D+ D+ 

  C(iv) External Scrutiny and Audit 

PI-26 Scope, nature and follow-up of external audit M1 A D C  D+ C+ 

PI-27 Legislative scrutiny of the annual budget law M1 D C C B D+ D+ 

PI-28 Legislative scrutiny of external audit reports M1 D D D  D D 

   D. DONOR PRACTICES 

D-1 Predictability of Direct Budget Support M1 D N/A    NA 

D-2 Financial information provided by donors for budgeting and M1 B D    D 
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PFM Performance Indicator 
Scoring 
Method 

Dimension Ratings 
Overall 
Rating 
2013 

Overall 
Rating 2011 
 

i Ii iii iv   

reporting on project and program aid 

D-3 
Proportion of aid that is managed by use of national 
procedures 

M1 D 
 

   D 
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PEFA Short and Long Term Recommendations 

PFM 
Performance 
Indicator 

PFM Performance 
Indicator 

Ministry  Division Short Term Recommendations (before 
July 2014) 

Long Term Recommendations 

PI-1 Aggregate expenditure 
out-turn compared to 
original approved 
budget 

MFEM Treasury, Budget  Clear the backlog of unaudited 
financial accounts 

 Clear the backlog of unaudited 
financial accounts 

 possible  centralisation of 
accounting and reporting 

PI-2 Composition of 
expenditure out-turn 
compared to original 
approved budget 

MFEM Treasury, Budget  Clearly articulate a policy on the 
amount appropriated to the 
contingency fund each year. The 
default rule is that it is at the same 
level as the previous year. 

  

PI-3 Aggregate revenue out-
turn compared to 
original approved 
budget 

MFEM Treasury, Budget    Clear the backlog of unaudited 
financial accounts 

 

   Clear the backlog of 
unaudited financial accounts 

 

PI-4 Stock and monitoring 
of expenditure 
payment arrears 

MFEM Treasury, Funds  Decide on a policy payment of 
Government suppliers, e.g. 30 days 
after receipt of valid invoice.  This 
will then determine the date for 
calculating arrears, e.g.  Accounts 
that are not paid within 30 days 
from the date of the invoice.     

 Collect better data from ministries 
through training, and provision of 
accounting/reconciliation checklist.    

 Possible centralized 
accounting system in the 
longer term. 
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PFM 
Performance 
Indicator 

PFM Performance 
Indicator 

Ministry  Division Short Term Recommendations (before 
July 2014) 

Long Term Recommendations 

PI-5 Classification of the 
budget 

MFEM Treasury, Budget  Include one page into the 2014/15 
Budget documents of COFOG 
classification at the 10 main COFOC 
function level. This will result in a B 
grade. 

 There is a need to establish an 
automated mapping table to 
convert ministry outputs to 
COFOG sub-function. This 
would result in an A grade. 

PI-6 Comprehensiveness of 
information included in 
budget documentation 

MFEM Treasury, Budget  Include prior year’s budget outturn- 
in budget 2014/15 Documents. This 
would result in an A grade. 
(Currently, summarised data for 
previous years are not included 
alongside current year and coming 
budget year).   

 In the electronic version of the 
Budget, provide links to different 
chapters of the documents, and 
related sections in other budget 
documents. 

 Recommended that in future, 
the Budget documents 
provide explanation of all 
significant new policy 
initiatives, including an 
explanation of budget 
implications.   

PI-7 Extent of unreported 
government operations 

MFEM Treasury, Budget  The budget documents (Capital Book 
3) need to show, for each donor 
project, the gross revenue (i.e. 
funding inflows from Donors, the 
amount spent for a financial year, 
and the balance remaining. 

  

PI-8 Transparency of inter-
governmental fiscal 
relations 

MFEM Treasury  Need to collect data on amount of  
external funding to the Pa Enua 

  Need to what proportion of Pa Enua 
funding is formula-based, and what 
proportion is “discretionary”. 

 Consolidate all outer islands 
report in an annual report on 
their own.  
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PFM 
Performance 
Indicator 

PFM Performance 
Indicator 

Ministry  Division Short Term Recommendations (before 
July 2014) 

Long Term Recommendations 

PI-9 Oversight of aggregate 
fiscal risk from other 
public sector entities 

MFEM Treasury, Crown  Need to produce an annual report 
on fiscal risk from outer islands and 
SOEs. This could be in the budget 
documents and/or annual reports. 
This could be included in the CIIC 
Annual report for 12/13 if they 
haven't yet completed the report. 

 Annual consolidated report on 
fiscal risk from SOEs will be 
provided for by expected SOE 
reforms—legislation is 
expected to be passed early 
next year. But the reporting 
could be done without the 
new law. 

PI-10 Public access to key 
fiscal information 

MFEM Treasury, Budget  In-year budget execution report - 
quarterly report needs to be 
completed within 1 month of the 
quarter ending. The report needs to 
be published via website.    
Resources available to primary 
service units -Health & Education 
need to publish annual report 
budgets and outturn for all 
resources for each service unit 
(schools and hospitals/health 
centres)                                

 Monthly reporting might be 
possible with Centralised FMIS  

 Possibly increase frequency of 
in-year reporting from 
quarterly to monthly. 

 Improve quality of financial 
data through training. 

PI-11 Orderliness and 
participation in the 
annual budget process 

MFEM Treasury, Budget  Develop an organisational structure 
review policy to achieve 
coordination and agreement 
between OPSC and MFEM on 
organisational structures and 
consequential fiscal implications. 

  

PI-12 Multi-year perspective 
in fiscal planning, 
expenditure policy and 
budgeting 

MFEM Treasury, Budget  Map the MTBF into functional/sub 
functional classification 

 Relook at baseline computation to 

 Define “sector” at national 
level.   

 Develop sector plans and cost 
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PFM 
Performance 
Indicator 

PFM Performance 
Indicator 

Ministry  Division Short Term Recommendations (before 
July 2014) 

Long Term Recommendations 

remove projects that have been 
completed and one-off expenditure. 

 Link the recurrent costs of 
investment spending to the baseline.  

 To achieve an A for part ii of PI 12, 
carry out a DSA on an annual basis. 

them. The costed sector plans 
should align with forward 
estimates. Increase number of 
forward estimates years from 
two to three forward 
estimates years. 

PI-13 Transparency of 
taxpayer obligations 
and liabilities  

MFEM RMD  A tax communications advisor is 
required to carry out Tax awareness 
activities. 

 Increase tax awareness in the outer 
islands. 

 Establish an independent Tax 
Appeal committee made up of 
technical taxation experts.  

PI-14 Effectiveness of 
measures for taxpayer 
registration and tax 
assessment 

MFEM RMD  A higher score is possible if the 
linkages between the RMS and  
other government registration and 
licensing systems are put in place 
e.g. customs goods entry, 
commercial registration (MOJ) 

 Banking system is not linked with the 
RMD numbers.   

 Payroll system to include RMD 
numbers via the HRMIS. 

 Implement an electronic 
lodgement system. 

PI-15 Effectiveness in 
collection of tax 
payments  

Not 
Applicable 

Not Applicable  Collect data on % arrears collection 
(in the next 6 months).  

 RMD to carry out monthly 
reconciliations of the complete tax 
cycle to achieve a higher grade. 
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PFM 
Performance 
Indicator 

PFM Performance 
Indicator 

Ministry  Division Short Term Recommendations (before 
July 2014) 

Long Term Recommendations 

PI-16 Predictability in the 
availability of funds for 
commitment of 
expenditures 

MFEM Treasury, Crown  To achieve a rating of A, monthly 
cash flow forecasts would need to 
be prepared for MOIP and Tourism 
aid programs. (monthly cash flow 
forecasts are not prepared for 
capital projects executed by MOIP 
and Tourism which constitute a large 
part of the overall aid programs).   

  

PI-17 Recording and 
management of cash 
balances, debt and 
guarantees 

MFEM Treasury, Funds  Reconciliation and update of debt is 
completed on a monthly basis. A 
higher score is possible if the 
criteria/rules for approving loans 
and guarantees, including a DSA, are 
embedded in legislation.(it is 
expected that the new Loan 
Repayment Fund Act which is due to 
be passed soon by Parliament will 
include provisions for this purpose). 

Full consolidation of the Govt.’s 
overnight cash position can be 
achieved through: 

 Centralising the government 
bank accounts; or 

 Sweeping Line ministry 
overnight bank balances to 
MFEM, and returning balances 
the next banking day. 

PI-18 Effectiveness of payroll 
controls 

MFEM/OPSC MFEM/OPSC  Fully integrate the PSC’s HRMS and 
MFEM’s Payroll systems (this 
integration project is currently 
underway). 

 Improve capacity for OPSC to 
complete the organisational review 
process. 

 Develop an organisational review 
policy to achieve coordination and 
agreement between OPSC and 
MFEM on organisational structures 
and consequential fiscal 

 In a fully integrated 
environment, it should be 
possible to perform a 
complete reconciliation 
between payroll and 
personnel data each fortnight.                                       

 Development of the internal 
audit function should also 
cover the risk framework for 
government payroll. 
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PFM 
Performance 
Indicator 

PFM Performance 
Indicator 

Ministry  Division Short Term Recommendations (before 
July 2014) 

Long Term Recommendations 

implications.  The financial 
implications of) organisation 
structures approved (by the OPSC 
commissioner should be endorsed 
by Cabinet.   

 Need to collect evidence of payroll 
audits conducted over the past 3 
years. Need to review the reports to 
support an A grade in this area. 

PI-19 Competition, value for 
money and controls in 
procurement 

MFEM Treasury, 
Procurement 

1. Insert table in the procedures manual 
setting out hierarchical thresholds for 
procurement processes linked with 
hierarchical levels of  approval authority, 
linked with hierarchical legal authority, 
that is, the relevant sections of the 
procedures manual to be included in one 
hierarchical table in the manual.  

 Island Administrations to be given 
training on the hierarchical 
procurement table, and 
procurement rules/procedures 
pertaining to each level. 

4. Clarify and tighten conditions for 
approving waivers of normal 
procurement procedures (“urgent” is 
considered too broad a criteria for 
waiver”).  

 Review the current thresholds for 
approach to market e.g. running a 
full tender or expression of interest; 

5. Publish complaints resolutions           
6. Establish independent panel for 
dealing with procurement 
complaints.  Panel to include 
independent procurement 
experts.  Ombudsman have the 
powers to hear procurement 
appeal s, but need to include 
appropriately qualified experts on 
review panel . 
5. Publication of annual 
procurement plan prepared by all 
line ministries. 
*Overall recommendation to 
establish a procurement unit 
under MFEM - starting off with a 
dedicated procurement person to 
handle procurement activities e.g. 
procurement policy, training of 
ministries tender templates, 
oversight, evaluation etc. 
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PFM 
Performance 
Indicator 

PFM Performance 
Indicator 

Ministry  Division Short Term Recommendations (before 
July 2014) 

Long Term Recommendations 

e.g. is the $30,000 threshold too low 
for full tender process? 

  Develop complaints process and 
insert into procedures manual. 
Provide flow chart for complaints 
process. 

 Include clause into tender 
documents to identify appeal 
process.  
5. Insert quarterly dates on approach 
to market, construction phase and 
completion into capital book 3. 
 Start collecting data on 
procurement activities without 
competitive bidding including 
waivers and purchases/procurement 
activities below 30k. 
 

Line ministries to start preparing annual 
procurement plans. 
*Publish via the procurement website 
the top 3 - 5 bidders and their prices (to 
improve transparency and to avoid 
perception of conflict of interest). 

PI-20 Effectiveness of 
internal controls for 
non-salary expenditure 

MFEM Treasury, Crown  Introduce automated commitment 
control functionality in accounting 
systems to avoid over commitment 
of LM budgets. 

 More training to be provided to Line 
Ministries on financial management 

 Centralization of government 
IFMIS  
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PFM 
Performance 
Indicator 

PFM Performance 
Indicator 

Ministry  Division Short Term Recommendations (before 
July 2014) 

Long Term Recommendations 

processes. 

PI-21 Effectiveness of 
internal audit 

MFEM Treasury  Recruit a person in the current role 
to undertake this function 
immediately.  Establish an internal 
audit committee to formulate 
internal audit objectives and 
oversight audit program.    

 

PI-22 Timeliness and 
regularity of  accounts 
reconciliation 

MFEM Treasury, Funds  Monitor suspense and advance 
accounts in LMs. 

 Improve reconciliation and clearance 
of suspense and advance accounts-- 
should be cleared quarterly, 
eventually moving to monthly 
clearance to get a higher grade. 

  

PI-23 Availability of 
information on 
resources received by 
service delivery units 

MFEM Education/Health  To achieve an A grade,  Health and 
Education need to  publish regular 
reports (at least annually) on full 
finances of schools and health 
primary service units (budgets and 
actuals); publication could be 
through the budget or annual 
reporting process, or through Health 
and Education website. 

 Post the report on website or create 
the link to the LMs website 
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PFM 
Performance 
Indicator 

PFM Performance 
Indicator 

Ministry  Division Short Term Recommendations (before 
July 2014) 

Long Term Recommendations 

PI-24 Quality and timeliness 
of in-year budget 
reports 

MFEM Treasury, Crown  In terms of timeliness: reporting 
normally takes 6 weeks form end of 
quarter. The score would be 
improved if the time were to be 
reduced to 4 weeks from the end of 
the quarter. 

 Comprehensiveness of quarterly in-
year reporting could be improved 
by: 

 Reporting POBOC expenditure in line 
with budget structure (at present, 
reporting off POBOC  spending is at 
aggregated level). 

 Inclusion of reporting of SOEs and 
outer islands in the reports. 

 The quarterly report shows ODA 
spending however does not show 
the ODA budget.  There is also a 
need to improve data accuracy and 
consistency through Line Ministry 
training. 
 

 Possible centralization of 
IFMIS could improve quality 
and timeliness of accounting 
and reporting. 
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PFM 
Performance 
Indicator 

PFM Performance 
Indicator 

Ministry  Division Short Term Recommendations (before 
July 2014) 

Long Term Recommendations 

PI-25 Quality and timeliness 
of annual financial 
statements 

MFEM Treasury, Crown There are some departures from the 
IPSAS Standards that result in audit 
qualifications i.e. standards have been 
adopted but not fully applied.  Way 
forward is for Line Ministries to fully 
implement IPSAS (i.e. no departures). It 
is also planned for SOE's to implement 
the IFRS accounting framework in 2014. 
(they currently use NZ GAAP).  

 Improve training line ministries. 

 Provide line ministries with standard 
accounting and reporting templates. 

 Possible centralization of 
government IFMIS 

 Catch up of the backlog of 
financial statement audits. 

PI-26 Scope, nature and 
follow-up of external 
audit 

Audit/PERC Audit/PERC  The audit office must urgently 
complete the Catch up Project on 
the current backlog of financial 
statement audits before July 2014. 

 Improve training line ministries. 

 Provide line ministries with standard 
accounting, reconciliation and 
reporting templates. 

 Possible centralization  of 
government accounting and 
reporting.     

 Improve qualifications and 
skills in ministries.. 

 The Audit Act should be 
amended to provide a 
deadline for the tabling of the 
government’s annual financial 
statements.                       

PI-27 Legislative scrutiny of 
the annual budget law 

Parliamentary 
Services 

Parliamentary 
Services 

 Need to determine TOR for PAC 
review of budgets.  

 PAC to review annual budget 
proposals, commencing with the 
2013/14 Budget. Determine the time 
required by PAC to review the 
budget, in time for passage of the 

 Workshop can be arranged for 
the budget for all MPs. 

 Strengthen capacity and 
support structures for PAC 
examination of Annual 
Budget. 
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PFM 
Performance 
Indicator 

PFM Performance 
Indicator 

Ministry  Division Short Term Recommendations (before 
July 2014) 

Long Term Recommendations 

Budget by the Parliament.   

PI-28 Legislative scrutiny of 
external audit reports 

Parliamentary 
Services 

Parliamentary 
Services 

 PAC to improve its scrutiny of the 
Audit reports. 

 Develop a ToR for the scrutiny of 
Audit Reports. 

 Government to establish mechanism 
for follow up of PAC 
recommendations. 

 Strengthen capacity and 
support structures for PAC 
examination of Audit Reports. 

D-1 Predictability of Direct 
Budget Support 

MFEM DCD  Improve capacity and capability of 
MLA to plan, procure and implement 
projects. 

 Improve capacity and 
capability of MLA to plan, 
procure and implement 
projects. 

D-2 Financial information 
provided by donors for 
budgeting and 
reporting on project 
and program aid 

MFEM DCD  China to be requested to provide 
annual projections on assistance to 
Cook Islands in time for annual 
budget. 

 Ask for quarterly report of 
donor or direct spending and 
in kind donations e.g. overseas 
training programmes, school 
computers and technical 
assistance. 

D-3 Proportion of aid that is 
managed by use of 
national procedures 

MFEM DCD  Encourage donors to use national 
PFM systems. 

 Encourage donors to use 
national PFM systems. 
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Assessment of PFM System, Processes and Institutions 

This section provides details of the main findings of the assessment by indicator.   

Budget Credibility 

PI-1: Aggregate expenditure out-turn compared to original approved budget 

Indicator (M1) Score 

2011 

Score  

2013 

Brief Explanation 

A. Credibility of the Budget 

PI-1. Aggregate expenditure out-turn 
compared to original approved 
budget 

C 

 

 
B+ 

 

The percentage deviations between 
actual and budgeted primary 
expenditures as a proportion of the 
original approved budget were: 
2010/11—1% 
2011/12—2% 
2012/13—6% 

The last audited accounts were 
2009/2010. The above variations 
qualify for a score of A but the 
accounts are still unaudited so a 
score of B+ is assigned. 

 

Short Term Recommendations (before July 2014) Long Term Recommendations 

Clear the backlog of unaudited financial accounts  Clear the backlog of unaudited financial 
accounts 

 possible  centralisation of accounting and 
reporting 
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PI-2: Composition of expenditure out-turn compared to original approved budget 

Indicator (M1) Score  

2011 

Score 

2013 

Brief Explanation 

PI-2. Composition of expenditure 
out-turn compared to original 
approved budget 

C+ B+ The variances between budget and 
actuals have improved. There were 
one off reasons like the Pacific Mini 
Games why the variations were wider 
in the 2011 PEFA. 

(i) Extent of the variance in 
expenditure composition during the 
last 3 years 

C B+ The variances in the composition of 
primary expenditures across budget 
heads (excluding contingency) were: 

2012/13:  4.5% 

2011/12: 2.4% 

2010/11:   2.5% 

Thus, the variance in expenditure 
composition over the budget does not 
exceed 5% in any of the last 3 years. 
The Last audited accounts were 
2009/2010. The variations qualify for a 
score of A but the accounts are still 
unaudited so a B+ is assigned.  

(ii) Average amount of expenditure 
actually charged to the contingency 
vote over the last 3 years 

A B+ Expenditures charged to contingency 
vote was less than 1% (0.31%) on 
average over the last three years, as 
follows: 

2010/11--0.3% 

2011/12--0.5% 

2012/13--0.14% 

The above variations merit a  score of 
A but since the accounts are 
unaudited a score of B+ is assigned . 
The spending of contingency is 
approved by Cabinet and is largely for 
emergency and natural disasters. 
There is a disaster reserve which has 
remained static over the years and 
generally donor funded 

 
Short Term Recommendations (before July 
2014) 

Long Term Recommendations 

 Clearly articulate a policy on the amount 
appropriated to the contingency fund each 
year. The default rule is that it is at the same 
level as the previous year. 
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PI-3: Aggregate revenue out-turn compared to original approved budget 

Indicator (M1) Score 

2011 

Score  

2013 

Brief Explanation 

PI-3. Aggregate revenue out-turn 
compared to original approved 
budget 

 B+  B+ The proportion of actual revenue 
collected to the budgeted level were: 

2010/11—102% 

2011/12--101% 

2012/13--104% 

The above proportion satisfies a score 
of A but since the accounts are 
unaudited a score of B+ is assigned. 

 
Short Term Recommendations (before July 
2014) 

Long Term Recommendations 

   Clear the backlog of unaudited financial 
accounts 

 

   Clear the backlog of unaudited financial 
accounts 
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PI-4: Stock and monitoring of expenditure payment arrears 

Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

PI-4. Stock and monitoring of 
expenditure payment arrears 

NR B No data on stock of arrears were recorded 
prior to 2012/13. However the stock of 
arrears is now being computed and as of 
30 June 2013 the percentage of 
expenditure payment arrears is 1%. A 
score of B is assigned 

(i) Stock of expenditure payment 
arrears (as a percentage of actual 
total expenditure for the 
corresponding fiscal year) and a 
recent change in the stock 

 NR B An account payable template was 
introduced in 2012 which has allowed the 
Ministry to submit data on arrears. The 
first arrears report from the Ministries is 
for the year ending June 30 2013. The 
arrears are defined as those payments 
that have not been settled within 30 days 
from the date of the invoice. There are no 
payroll arrears. The stock of arrears as at 
30dh June 2013 to total expenditure is less 
than 1%. This qualifies for a score of A. 
However, data of arrears prior to 2012/13 
is not available. Therefore a score of B is 
assigned. A higher score is possible if the 
stock of arrears is .provided for two 
consecutive fiscal years.   

(ii) Availability of data for monitoring 
the stock of expenditure payment 
arrears 

D 
 

B The ministries are submitting monthly 
arrears report to MFEM. These reports are 
produced routinely through the 
accounting system in the ministries. This 
would merit a score of A. However the 
quality of the data remains a concern and 
needs to be verified by comparing 
multiple yearly data. Therefore a score of 
B has been assigned. A higher score is 
possible when data accuracy improves and 
can be verified through an examination of 
a data series spanning more than 2 years.  

 

Short Term Recommendations (before July 
2014) 

Long Term Recommendations 

 Decide on a policy payment of 
Government suppliers, e.g. 30 days after 
receipt of valid invoice.  This will then 
determine the date for calculating arrears, 
e.g.  accounts that are not paid within 30 
days from the date of the invoice.     

 Collect better data from ministries 

 Possible centralized accounting system in the 
longer term. 
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Short Term Recommendations (before July 
2014) 

Long Term Recommendations 

through training, and provision of 
accounting/reconciliation checklist.      

 
PI-5: Classification of the budget 

Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

PI-5. Classification of the 
budget 

A C The budget is formulated, executed and 
reported by the administrative, economic and 
programmatic (output) classifications.  The 
budget is not classified in the COFOG function 
level. The classifications produce consistent 
budget documents, executed budgets, and 
financial reports over time. A score of C is 
assigned. The review acknowledges that the 
lower score than the 2011 PEFA is not due to a 
deterioration in budget coverage and 
transparency. A lot of improvements have 
been done in this area. The higher score 
assigned in the 2011 PEFA was probably due 
to a misinterpretation of the requirement on 
the budget classification.      

 

Short Term Recommendations (before 
July 2014) 

Long Term Recommendations 

 Include one page into the 2014/15 
Budget documents of COFOG 
classification at the 10 main COFOC 
function level. This will result in a B 
grade. 

 There is a need to establish an automated mapping 
table to convert ministry outputs to COFOG sub-
function. This would result in an A grade. 
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Transparency and Comprehensiveness 

PI-6: Comprehensiveness of budget documentation 

Table 1.1: Completeness of Budget Documentation 

Item Included in 
budget 

documentation? 

Relevant Section of Appropriation Bill 

Macro-economic assumptions 
(aggregate growth, inflation, 
and exchange rate)2 

Yes Part I, Section 4 - Fiscal strategy report to 
include a statement on the exchange rate 

Fiscal deficit (IPSAS standards) Yes Part I, Section 4 - Fiscal strategy report 

Deficit financing (includes 
anticipated composition) 

Yes Part I, Section 4 - Fiscal strategy report 

Debt stock (includes detail for 
current year) 

Yes Part I, Section 5 – Schedules analysing the 
appropriations 

Financial assets (includes 
detail for current year) 

Yes Part I – Section 6 – Financial update 

Prior year’s budget outturn No Planning to publish provisional estimates in 
budget 2014/15 

Current year’s budget, 
presented in the same format 
as the budget proposal 

Yes Part I – Section 2 – Appropriation Bill 2010 
(Schedule 1a) 

Summarised budget data No NB: summarised data for previous years are 
not included alongside current year and 
coming budget year Add previous years 

 

Planning to publish provisional estimates in 
budget 2014/15 

Explanation of budget 
implications of new policy 
initiatives 

Partial The 2009/10 and 2010/11 Fiscal Strategy 
Reports contain some analyses of expenditure 
allocations, as well as brief explanations of why 
1-2 broad categories of revenue may change. 

Notes: 1. Information based on current year budget documents (2010/11) 
2. The Cook Islands use the NZ dollar as their currency; thus, the explicit exchange rate policy is 1:1 
correspondence with the NZ dollar. 
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Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

PI-6. Comprehensiveness of 
information included in 
budget documentation 

B B The annual budget documents contains 7 of 
the 9 information benchmarks, including 
details of macroeconomic assumptions, 
fiscal deficit, deficit financing, debt stock, 
financial assets, and the current year’s 
budget. A score of B has been assigned 

 

Short Term Recommendations (before July 2014) Long Term Recommendations 

 Include prior year’s budget outturn- in budget 
2014/15 Documents. This would result in an A 
grade. (Currently, summarised data for previous 
years are not included alongside current year and 
coming budget year).   

 In the electronic version of the Budget, provide 
links to different chapters of the documents, and 
related sections in other budget documents. 

 Recommended that in future, the 
Budget documents provide explanation 
of all significant new policy initiatives, 
including an explanation of budget 
implications.   

 
PI-7: Extent of unreported government operations 

Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

PI-7. Extent of unreported 
government operations  

B+ 
 
C+ 

 

(i) Level of unreported 
extra-budgetary 
expenditure 

A A Estimates of unreported government 
operations indicate that they represent 
less than 1% of total government 
expenditures.  A score of A has been 
assigned. 

(ii) Income/expenditure 
information on donor-
funded projects 

B Provisional  
C Grade. 

The rating for 2011 PEFA may have been 
generous. Income/expenditure information for 
each donor funded project are absent. A 
provisional C grade is assigned. The data are 
available with DCD and if these can be 
generated in future reports a score of A is 
possible.  
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Short Term Recommendations (before July 2014) Long Term Recommendations 

 The budget documents (Capital Book 3) need 
to show, for each donor project, the gross 
revenue (i.e. funding inflows from Donors, the 
amount spent for a financial year, and the 
balance remaining. 

  

 
PI-8: Inter-governmental fiscal relations 

Indicator (M2) Score 

2011 

Score 

2013 

Brief Explanation 

PI-8. Transparency of 
Inter-Governmental Fiscal 
Relations 

N/A 
 
B+ 

This indicator was not rated in the 2011 
PEFA because the Outer Islands were not a 
SN. The legislation was enacted in 2012 
which granted outer islands administration 
autonomy from the central government. 

(i) Transparency and 
objectivity in the horizontal 
allocation amongst Sub 
National Governments  

N/A B The operating expenditure are rules-based. 
These rules have been explained to the 
Outer Island Administration and training has 
been conducted. These rules are based on 
factors such as population and lengths of 
roads and these rules are stated in the 
budget. No other discretionary operating 
spending is allowed. However, the capital 
spending is determined separately by the 
infrastructure committee. A B grade has 
been assigned. 

(ii) Timeliness and reliable 
information to SN 
governments on their 
allocations 

N/A A The basis for preparing the operating budget 
is well known and does not change 
frequently. These are available well before 
the budget. The capital budget has to be 
negotiated with the Infrastructure 
Committee which takes place in April and 
finalized in May.  A score of A has been 
assigned. 

(iii) Extent of consolidation 
of fiscal data for general 
government 

N/A A Report is submitted by every SN every 
month to MFEM which prepares monthly 
variance report. This is consolidated in the 
annual financial statement for the whole of 
government. A score of A has been assigned.   

 

Short Term Recommendations (before July 2014) Long Term Recommendations 

 Need to collect data on amount of  external 
funding to the Pa Enua 

  Need to what proportion of Pa Enua funding is 
formula-based, and what proportion is 
“discretionary”. 

 Consolidate all outer islands report in an 
annual report of their own.  
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PI-9: Oversight of aggregate fiscal risk 

Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

PI-9. Oversight of 
aggregate fiscal risk from 
other public sector 
entities. 

C 
 
C+ 

An improvement from the 2011 PEFA 
score was due to the rating of dimension 
(ii) on SN 

(i) Extent of central 
government monitoring of 
AGAs/PEs 

C C All public enterprises (SOEs) and Crown 
agencies provide their audited annual 
Financial Statements to CIIC who submits 
to Parliament through the Minister 
responsible for the CIIC. The corporations 
and agencies that are under the CIIC 
include the Airport Authority, CIG Property 
Corporation, Ports Authority and Te 
Aponga Uira. The audited accounts of each 
entity are up to date. Quarterly 
consolidated reports are expected to 
commence for the quarter ended 
September 2013.  A new Act is expected to 
be tabled in Parliament early in 2014. 
However there is no consolidated risk 
prepared and a score of C is therefore 
assigned. Once this is done the score will be 
higher. 

(ii) Extent of  central 
government monitoring of 
SN governments’ fiscal 
position 

N/A B Outer Islands Administration has been 
granted operational autonomy by an 
amendment to the relevant Act in 2012 and 
is now classified as SNs. The SNs cannot 
borrow but can generate other types of 
fiscal liabilities. Quarterly reports are 
provided to MFEM.  However, while there 
is mention of consolidated risks for the 
whole of government in the budget 
documents, the risks of SNs are not 
identified separately. A score of B is 
therefore assigned. A higher score is 
possible once the risks are indentified 
separately in the monthly report and the 
budget documents.  
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Short Term Recommendations (before July 2014) Long Term Recommendations 

 Need to produce an annual report on fiscal risk 
from outer islands and SOEs. This could be in the 
budget documents and/or annual reports. This 
could be included in the CIIC Annual report for 
12/13 if they haven't yet completed the report. 

 Annual consolidated report on fiscal 
risk from SOEs will be provided for by 
expected SOE reforms—legislation is 
expected to be passed early next year. 
But the reporting could be done 
without the new law. 

 

PI-10: Public access to fiscal information 

Table 1.2: Public Access to Fiscal Information 

Item Does 
public 
have 
access? 

When made 
available? 

Currently 
on the 
website? 

Meets PEFA criteria? 

1. Annual 
budget 
documentation 
– 
Appropriation 
Bill, (3 
volumes) 
Minister’s 
Budget Speech 

Yes – 
published 
on MFEM 
website, 
hard 
copies 
printed 

When 
Appropriations 
Act is tabled in 
Parliament2 

    

 

Yes 
Yes 

2. In-year 
budget 
execution 
report – 
monthly 
variance report 

No Quarterly 
reports but 6 
weeks from 
end of the 
quarter 

No/No 
No 

3. Year-end 
financial 
statements 

Yes – 
published 
on MFEM 
website 

Following 
tabling in 
Parliament—
within 6 
months of 
completed 
audits 

No 
No 

4. External 
audit reports 

Yes – 
quarterly 
and 
annual 
audit 
reports 
and 
special 
review 

Following 
tabling in 
Parliament—
within six 
months of 
completing the 
audit? 

Latest 
annual 
report is 
for 
2007/08; 
latest 
quarterly 
report is 
for 4th 
quarter 

NO. The audit for the 10/11, 11/12, 
12/13 financial years have not been 
completed. 
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Item Does 
public 
have 
access? 

When made 
available? 

Currently 
on the 
website? 

Meets PEFA criteria? 

audits are 
on PERCA 
website; 
hard 
copies for 
latest 
audit 
reports 
(including 
special 
audits) 
posted in 
the Post 
Office. 

2009/10 

5. Contract 
awards 

Yes N/A. Over 30k 
through the 
tender 
committee—
procurement 
website as and 
when awarded 

N/A/Yes 
Yes 

6. Resources 
available to 
primary service 
units 

Available 
on 
request 
(OIA) 
directed 
to the 
relevant 
MLA 

 
NO  

NO 

Notes: 1. Information based on current fiscal year (2010/11). 
2. Soon after its tabling in Parliament. 
3. The score is based on the availability in hard copy of the latest reports in the central Post Office in 
Rarotonga. 

 
 

Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

PI-10. Public access to 
key fiscal information 

B C Government provides the public with access within 
the specified time to 2 of the 6 types of information 
listed.   A score of C has been assigned.    
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Short Term Recommendations (before July 
2014) 

Long Term Recommendations 

 In-year budget execution report - 
quarterly report needs to be completed 
within 1 month of the quarter ending. 
The report needs to be published via 
website.    

 Resources available to primary service 
units -Health & Education need to publish 
annual report budgets and outturn for all 
resources for each service unit (schools 
and hospitals/health centres)                                

 Monthly reporting might be possible with 
Centralised FMIS  

 Possibly increase frequency of in-year reporting 
from quarterly to monthly. 

 Improve quality of financial data through 
training. 

Policy-based Budgeting 

PI-11: Orderliness and participation 

 
Table 1.3 Budget Timeline 2013/14 

 Timing Milestones 

October Budget Templates circulated to all Departments  

October Budget Consultation Document release  approved by Cabinet  

November Business Plan and Budget Submission Training to Departments (Sectors) 

December Public Release: Half Year Economic & Fiscal Update & Budget Policy Statement 

December One on one Budget training with Departments 

January Business Plans & Budget submissions submitted to MFEM 

February Donor Round Table  

February Final Business Plans & Budget submissions submitted to MFEM 

February Supplementary Budget to Parliament 

February Budget Submissions and Budget Secretariat Analysis to BSG 

March Independent BSG review of Budget submission documents 

March BSG Review Budget Submissions and Business Plans 

April Budget interview with HOM's & Portfolio Ministers 

April Budget Recommendation 2013/14 tabled in Cabinet 

April HOM’s response to Budget Recommendation 2013/14 to MFEM/Minister 

May Cabinet deliberate over Budget Recommendation 2013/14 

May Budget 2013/14 finalised and approved by Cabinet 

May Citizen Guide Provided in News Paper 

June Budget 2013/14 tabled in Parliament 
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Table 1.4: Timeframe for MLAs to Complete their Budget Estimates 

Budget year Circulation of Budget 
Instructions by MFEM 

to MLAs 

Date for Final 
Submission of 

Estimates by MLAs to 
MFEM 

Number of Weeks 
given to MLAs for 

Submission of 
Estimates 

2011/12 26th February 2011 16th March 2011 6 weeks 

2012/13 9th February 2010 30th March 2010 12 weeks 

2013/14 8th October 2012 31st January 2013 18 weeks 

 

Table 1.5: Approval of Appropriation Bill, 2011/12-2013/14 

Fiscal year Type of Budget Date of Parliamentary approval2 

2011/12 Original Appropriation Bill 8 July 2011 

 Supplementary Budget  15th February 2012 

2012/13 Original Appropriation Bill 7 June 2012 

 Supplementary Budget 21 February 2013 

2013/14 Original Appropriation Bill 5 June 2013 

 Supplementary Budget Tentatively planned Feb 2014 

 

Indicator (M2) Score 

2011 

Score 

2013 

Brief Explanation 

PI-11. Orderliness and 
participation in the 
annual budget process 

C 
B+ Improvements have been achieved in all the 

sub dimensions. 

(i) Existence of, and 
adherence to, a fixed 
budget calendar 

B A A fixed budget calendar exists and is generally 
adhered to. For most years, it has allowed MLAs at 
least 6 weeks to complete their Estimates. Largely 
the submissions are detailed and submitted on 
time with few exceptions. .A score of A has been 
assigned. 

(ii) Guidance on the 
preparation of budget 
submissions 

D A The budget instructions circulated to MLAs do 
not contain ministry ceilings. The baseline 
which are not adjusted for one off expenses are 
taken as ceilings. A score of A has been 
assigned. However the budget baseline rises 
every year as it is not adjusted for completed 
projects. 

(iii) timely budget 
approval by the 
legislature 

C B The budget has been approved by Parliament 
within 2 months of the budget year in one of the   
last 3 years. A score of B has been assigned. 
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Short Term Recommendations (before July 
2014) 

Long Term Recommendations 

 Develop an organisational structure review 
policy to achieve coordination and 
agreement between OPSC and MFEM on 
organisational structures and consequential 
fiscal implications. 

  

 
PI-12: Multi-year perspective 

Indicator (M2) Score 

2011 

Score 

2013 

Brief Explanation 

PI- 12. Multi-year 
perspective in fiscal 
planning, expenditure 
policy and budgeting 

D+ 
 
C 

There has been improvement from the 2011 
PEFA on the frequency of DSA 

(i) multi-year fiscal 
forecasts and functional 
allocations 

C C MFEM prepares aggregate fiscal forecasts each 
year on a rolling basis for the coming year + 2 
forward years for the main categories in the 
economic classification but not for MLAs 
(administrative classification).  There is no 
functional classification in the MTBF. A score of 
C has been assigned. 

(ii) scope and frequency 
of debt sustainability 
analysis 

C B Two debt sustainability analyses was undertaken 
in the last 3 years. There is no domestic debt. A 
score of B has been assigned.  If annual DSA are 
completed this will result in an A grade. 

(iii) existence of costed 
sector strategies 

D D No sector strategies have been prepared.  
Health and education has master plans, but 
neither has been costed. Infrastructure is 
reviewing its master plan. A score of D has been 
assigned. 

(iv) linkages between 
investment budgets and 
forward expenditure 
estimates 

C C Investment decisions have weak links to sector 
strategies (which themselves are limited in 
number) and their recurrent cost implications 
are not systematically included in forward 
planning, except in a few cases.  Recurrent costs 
of investment spending are not linked to 
baseline. A score of C has been assigned. 
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Short Term Recommendations (before July 
2014) 

Long Term Recommendations 

 Map the MTBF into functional/sub 
functional classification 

 Relook at baseline computation to remove 
projects that have been completed and 
one-off expenditure. 

 Link the recurrent costs of investment 
spending to the baseline.  

 To achieve an A for part ii of PI 12, carry 
out a DSA on an annual basis. 

 Define “sector” at national level.   
Develop sector plans and cost them. The 
costed sector plans should align with 
forward estimates. Increase number of 
forward estimates years from two to three 
forward estimates years. 
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Predictability and Control in Budget Execution 

PI-13: Transparency of taxpayer obligations and liabilities 

Indicator (M2) Score 

2011 

Score  

2013 

Brief Explanation 

PI-13. Transparency of 
taxpayer obligations and 
liabilities 

B 
 
B 

 
No change from the 2011 PEFA 

(i)   Clarity and 
comprehensiveness of tax              
liabilities 

B B Cook Islands tax procedures are 
set out in specific legislation for 
each type of major taxes.  The 
legislation is unambiguous and 
comprehensive for all taxes.  
Exercise of discretionary power is 
limited to the Collector of Inland 
Revenue.  The Collector 
occasionally exercises discretion 
using the prescriptive formula 
established within the legislation 
in most instances or the use of 
judgement in limited cases. A 
score of B has been assigned. 

(ii)  Taxpayer access to 
information on tax liabilities 
and administrative 
procedures 

B B Taxpayers in the major centres have 
access to comprehensive, user-friendly 
and up to date information on tax 
liabilities and administrative 
procedures through the MFEM website 
and community meetings.  Taxpayer 
awareness campaigns are conducted in 
the larger outer islands but cost factors 
prevent these campaigns in smaller 
islands. A score of B is assigned. 
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Indicator (M2) Score 

2011 

Score  

2013 

Brief Explanation 

(iii)  Existence and 
functioning of a tax appeals 
mechanism 

B B A two-level system of tax appeals is 
provided for in tax legislation, covering 
the Collector in the first instance, and the 
High Court thereafter. However, there is 
no independent mechanism for appeal 
before recourse to the High Court. A 
score of B is therefore assigned.   The 
Ombudsman is an independent body 
that currently handles tax complaints, 
however the Ombudsman staff may not 
be experienced in taxation law and 
practice i.e. lack tax technical 
knowledge.  In addition, the 
Ombudsman do not have supporting 
legislation that allows them to 
investigate tax assessments, they are 
only able to investigate the process. 

 

Short Term Recommendations (before July 2014) Long Term Recommendations 

 A tax communications advisor is required to carry 
out Tax awareness activities. 

 Increase tax awareness in the outer islands. 

 Establish an independent Tax Appeal 
committee made up of technical 
taxation experts. 
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PI-14: Effectiveness of measures for taxpayer registration and tax assessment 

Indicator (M2) Score  Brief Explanation 

PI-14. Effectiveness of 
measures for taxpayer 
registration and tax 
assessment 

C+ 
 
B 

Improvements recorded in registration and 
in audit 

(i)  Controls in taxpayer 
registration system 

C B All taxpayer entities have a unique 
identification code in the RMD RMS 
system.    There are some linkages to 
government systems. A score of B has 
been assigned. A higher score is 
possible if the linkages to other 
government registration and licensing 
systems are put in place.   

 (ii)  Effectiveness of 
penalties for non-compliance 
with registration and 
declaration obligations 

B B The individual tax Acts set out penalties 
that are sufficiently high at 5% for late 
filing and a further 1% each month 
thereafter to deter non-compliance.  
Resource constraints may mean that 
active follow-up of debts is focused 
relatively more on higher-value debts. A 
score of B is therefore assigned. 

(iii) Planning and monitoring 
of tax audit and fraud 
investigation programs 

C B RMD undertakes tax audits on receipt of 
tax returns on a continuous basis. RMD 
focuses its resources on the audit of 
higher risk taxpayers and when examining 
returns uses risk criteria based on their 
experience/judgement.The audit plan is 
still in draft.  A score of B has been 
assigned. A higher score is possible if the 
plan is completed and reported in the 
RMD reports 

 

Short Term Recommendations (before July 2014) Long Term Recommendations 

 A higher score is possible if the linkages between 
the RMS and  other government registration and 
licensing systems are put in place e.g. customs 
goods entry, commercial registration (MOJ) 

 Banking system is not linked with the RMD 
numbers.   

 Payroll system to include RMD numbers via the 
HRMIS. 

 Implement an electronic lodgement 
system. 
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PI-15: Effectiveness in collection of tax payments 

Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

PI-15. Effectiveness in 
collection of tax payments 

NR 
 
D+ 

The arrears is not collected and this 
affects the low rating of this indicator 

(i) Collection ratio for gross 
tax arrears, being 
percentage of tax arrears at 
the beginning of a fiscal year, 
which was collected during 
that fiscal year 

NR D 
(provisional) 

Insufficient information to score the 
indicator until data on tax arrears is 
received. No data is provided so a 
provisional score of D is assigned. The 
collection rate provided is approx. 3%. 
Way forward to provide data on 
arrears (in the next 6 months).   

(ii)  Effectiveness of  transfer 
of tax collections to the 
Treasury by the revenue 
administration 

A A RMD operates two bank accounts. 
Tax collected is transferred directly 
into accounts controlled by the 
Treasury daily, and daily 
reconciliations of receipts are 
system-generated and are matched 
back to the deposit records.   
Amounts from remote outer islands 
may be collected and banked 
monthly, but is insufficiently material 
to affect the overall score. A score of 
A is assigned. 

(iii)  Frequency of complete 
accounts reconciliation 
between tax assessments, 
collections, arrears records 
and receipts by the Treasury 

B D There is no evidence of a 
reconciliation of the complete 
tax cycle is done. Reconciliation 
of the collections and the 
transfers to the Treasury are 
done.  RMD to carry out monthly 
reconciliations on the complete 
tax cycle to achieve a higher 
grade. The reduction in the rating 
from the 2011 PEFA was due to a 
different interpretation of the 
ranking requirements for this 
indicator.  

 
 

Short Term Recommendations (before July 2014) Long Term Recommendations 

 Collect data on % arrears collection (in the next 6 
months).  

 RMD to carry out monthly reconciliations of the 
complete tax cycle to achieve a higher grade. 
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PI-16: Predictability in the availability of funds for commitment of expenditures 

Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

PI-16. Predictability in the 
availability of funds for 
commitment of 
expenditures 

A 
 
B+ 

The rate has remained the same but the 
last dimension is now rated (unrated in 
2011 PEFA) 

(i) Extent to which cash flows 
are forecast and monitored 

A B At the beginning of the fiscal year, 
MLAs prepare their annual cash flow 
forecasts for operating expenses and 
minor capital spending. There has not 
been any shortage of funds as 
government has accumulated a 
healthy cash balance from previous 
year’s surplus. The Development 
Coordination Division of MFEM is 
responsible for cash flows on donor 
funded capital projects.   For donor 
funded projects, monthly cash flow 
forecasts are prepared for bulk funded 
ministries/health/education/CSRIC – 
Climate Change however monthly cash 
flow forecasts are not prepared for 
capital projects executed by MOIP and 
Tourism which constitute a large part 
of the overall aid programs. A score of 
B has been assigned. To achieve a 
rating of A, a monthly cash flow would 
need to be prepared for MOIP and 
Tourism aid programs. 

(ii) Reliability and horizon of 
periodic in-year information 
to MDAs on ceilings for 
expenditure 

A A MLAs can plan their expenditures monthly 
for the fiscal year (i.e. up to 12 months in 
advance according to appropriations) since 
Treasury allocates MLA expenditure 
resources in accordance with the 
appropriation. A score of A has been 
assigned. 

(iii)  Frequency and 
transparency of adjustments 
to budget allocations which 
are decided above the level 
of management of MDAs 

N/A A All adjustments to the original budget 
are made through supplementary. A 
supplementary is done once a year 
around February and the relevant 
ministries are consulted and informed. 
A score of A is assigned. 

 

 

 

 



 

Cook Islands – PEFA Public Financial Management Performance Report Page 43  

Short Term Recommendations (before July 2014) Long Term Recommendations 

 To achieve a rating of A, monthly cash flow 
forecasts would need to be prepared for MOIP 
and Tourism aid programs. (monthly cash flow 
forecasts are not prepared for capital projects 
executed by MOIP and Tourism which 
constitute a large part of the overall aid 
programs).   
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PI-17: Recording and management of cash balances, debt and guarantees   

Indicator (M2) Score 

2011 

Score  

2013 

Brief Explanation 

PI-17 Recording and 
management of cash 
balances, debt and 
guarantees 

C 
C The overall score remains the same as 

2011 PEFA. However there is an 
improvement in the quality and reporting 
of debt data. 

(i) Quality of debt data 
recording and reporting 

C B Cook Islands does not have domestic debt. 
All debt are foreign with the 80% of the 
debt owed to ADB followed by China. Debt 
records are complete, updated and 
reconciled quarterly. A score of B has been 
assigned. A higher score will be possible if 
the debt are updated and reconciled at 
least monthly.   

(ii)  Extent of consolidation 
of the government’s cash 
balances 

D D The CIG operates a decentralized 
accounting system with Ministries operating 
their own bank accounts. There is therefore 
no consolidation of bank accounts except 
annually. A score of D has therefore been 
assigned. Efforts to consolidate the bank 
accounts of the central government on a 
more regular basis may not be possible 
without a change in the system.  Two 
possible solutions would be: 
• Centralising the government financial 
bank accounts. 
• Sweeping Line ministry overnight bank 
balances to MFEM. 

(iii) Systems for contracting 
loans and issuance of 
guarantees 

B B The central government contracting of 
loans and guarantees are made within the 
limits for total debt and total guarantees. 
The debt stock is currently at 19.6% of GDP 
which well below its threshold of 35%. 
Guarantees currently stand at $23 million. 
All loans and guarantees must be approved 
by the Finance Minister on the concurrence 
of Cabinet and are required to go through 
Parliamentary appropriation. While the 
process of assessing new loans are well in 
place they are not set out in an Act or policy 
document. A score of B is therefore 
assigned. A higher score is possible if the 
procedures are embedded in legislation and 
the new Loan Repayment Fund Act which is 
due to be passed soon by Parliament will 
include provisions for this purpose.  
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Short Term Recommendations (before July 2014) Long Term Recommendations 

 Reconciliation and update of debt is 
completed on a monthly basis. A higher score 
is possible if the criteria/rules for approving 
loans and guarantees, including a DSA, are 
embedded in legislation.(it is expected that 
the new Loan Repayment Fund Act which is 
due to be passed soon by Parliament will 
include provisions for this purpose). 

Full consolidation of the Govt.’s overnight 
cash position can be achieved through: 

 Centralising the government bank 
accounts; or 

 Sweeping Line ministry overnight bank 
balances to MFEM, and returning 
balances the next banking day. 

 

PI-18: Effectiveness of payroll controls 

Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

PI-18. Effectiveness of 
payroll controls 

D+ D+ No change in overall rating. However there 
is a significant improvement in payroll 
audits. 

(i) Degree of integration and 
reconciliation between 
personnel records and 
payroll data. 

D D Only partial reconciliation is done once a 
year. A score of D has been assigned. A 
higher score is possible once the new 
system is successfully implemented. 

(ii) Timeliness of changes to 
personnel records and the 
payroll  

B B In general, changes to personnel and 
payroll records are completed within four 
weeks, and usually in time for the next 
fortnightly payroll.  In recent years, delays 
of up to 3 months have occurred on 
occasion, requiring retroactive adjustments 
to payroll. A score of B has been assigned. 

(iii) Internal controls of 
changes to personnel 
records and the payroll. 

A A Approvals by three separate officials - the 
preparer, the checker and the authoriser - 
leaves a clear audit trail. A score of A has 
been assigned. 

(iv) Existence of payroll 
audits to identify control 
weaknesses and/or ghost 
workers. 

D B Payroll audits have been completed in the 
last 3 years. A score of B has been assigned 
based on the advice from the Audit 
General.  Evidence is still required to 
support an A grade. 
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Short Term Recommendations (before July 2014) Long Term Recommendations 

 Fully integrate the PSC’s HRMS and MFEM’s 
Payroll systems (this integration project is 
currently underway). 

 Improve capacity for OPSC to complete the 
organisational review process. 

 Develop an organisational review policy to 
achieve coordination and agreement between 
OPSC and MFEM on organisational structures 
and consequential fiscal implications.  The 
financial implications of) organisation 
structures approved (by the OPSC 
commissioner should be endorsed by Cabinet.   

 In a fully integrated environment, it 
should be possible to perform a 
complete reconciliation between 
payroll and personnel data each 
fortnight.                                       

 Development of the internal audit 
function should also cover the risk 
framework for government payroll. 

 

PI-19: Competition, value for money and controls in procurement 

As summarised in Table 1.6, Cook Islands’ procurement procedures do not meet a number of the 
PEFA criteria.  

Table 1.6: Overview of Comprehensiveness of Procurement Legislative Framework 

Item Covered in Legislative 
Framework? 

(i) be organised hierarchically and include clearly-established 
precedence 

No (precedence) 

(ii) freely and easily accessible to the public Yes (through internet) 

(iii) apply to all procurement undertaken using government funds Yes 

(iv) make open competitive procurement the default method of 
procurement and define clearly the situation in which other 
methods can be used and how this is to be justified 

No  

(v) provide for public access to all of the following procurement 
information: government procurement plans, bidding 
opportunities, contract awards, and data on resolution of 
procurement complaints 

No 

(vi) provide for an independent administrative procurement review 
process for handling procurement complaints by participants prior 
to contract signature 

No (Not before contract is 
signed) 

1. Refer to criteria listed in PEFA manual under PI-19 (i) 
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Table 1.7: Overview of Public Access to Procurement Information 

Item Public Provided Timely Access? 

Government procurement plans No 

Bidding opportunities Yes (though not always timely) 

Contract awards Yes 

Data on resolution of procurement complaints Not available 

Note: 1. Refers to PEFA criteria in PI-19. 
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Indicator (M2) Score 

2011 

Score 

2013 

Brief Explanation 

PI-19. Competition, 
value for money and 
controls in procurement 

D 
 
D+ 

The rating remains the same as in 2011. The 
waivers of the use of competitive bids are 
widely used and more information on bids could 
be made available to the public.   
Overall recommendation to establish a 
procurement unit under MFEM.  Starting off 
with a dedicated procurement person to handle 
procurement activities e.g. training ministries 
(on tender templates), oversight, evaluation, 
policy. 

(i) Transparency, 
comprehensiveness and 
competition in the legal 
and regulatory 
framework 

C C The legal and regulatory framework for 
procurement meets 2 out of 6 (criteria ii and iii) 
of the PEFA criteria. A score of C is therefiore 
assigned. A higher score is possible if more 
information on tenders are made available to the 
public and an independent appeal system is 
established. Going forward it is important to 
publish via the procurement website the top 3 - 5 
bidders and their prices for transparency and to 
avoid perception of conflict of interest which may 
be very high in the Cook Islands. 

(ii) Use of competitive 
procurement methods 

D D Waivers of the competitive bidding are granted 
by the Fin Sec for a number of reasons. The 
threshold for the competitive bids is $30k.  No 
reliable data were available to calculate the 
volume of use of non-competitive methods. 
The Procurement Unit will attempt to collect 
data on the amount of noncompetitive bids. A 
score of D is therefore assigned. A higher score 
is possible if data is collected for the use of 
non-competitive bids and the conditions for 
granting waiver for competitive bids are 
tightened. MFEM to start collecting data on 
procurement activities without competitive 
bidding including waivers and 
purchases/procurement activities below 30k. 

(iii) Public access to 
complete, reliable and 
timely procurement 
information 

D C The public has access to two of the PEFA 
criteria (bidding opportunities). A score of C is 
assigned. A higher score is possible if more 
data is collected on the value of competitive 
bids to total procurement.  

(iv) Existence of an 
independent 
administrative 
procurement complaints 
system 

D D No independent administrative procurement 
complaints body exists. A score of D is 
therefpre assigned. The Ombudsman could 
handle the complaints on procurement 
through an establishment of a Panel that has 
the capacity to handle complaints on complex 
project bids in a timely manner.  
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Short Term Recommendations (before July 
2014) 

Long Term Recommendations 

1. Insert table in the procedures manual 
setting out hierarchical thresholds for 
procurement processes linked with 
hierarchical levels of  approval authority, 
linked with hierarchical legal authority, that 
is, the relevant sections of the procedures 
manual to be included in one hierarchical 
table in the manual.  

 Island Administrations to be given 
training on the hierarchical 
procurement table, and procurement 
rules/procedures pertaining to each 
level. 

4. Clarify and tighten conditions for 
approving waivers of normal procurement 
procedures (“urgent” is considered too 
broad a criteria for waiver”).  

 Review the current thresholds for 
approach to market e.g. running a full 
tender or expression of interest; e.g. is 
the $30,000 threshold too low for full 
tender process? 

  Develop complaints process and insert 
into procedures manual. Provide flow 
chart for complaints process. 

 Include clause into tender documents to 
identify appeal process.  
5. Insert quarterly dates on approach to 
market, construction phase and 
completion into capital book 3. 
 Start collecting data on procurement 
activities without competitive bidding 
including waivers and 
purchases/procurement activities below 
30k. 
 

Line ministries to start preparing annual 
procurement plans. 
*Publish via the procurement website the 
top 3 - 5 bidders and their prices (to 
improve transparency and to avoid 
perception of conflict of interest). 

5. Publish complaints resolutions           
6. Establish independent panel for dealing with 
procurement complaints.  Panel to include 
independent procurement experts.  
Ombudsman have the powers to hear 
procurement appeal s, but need to include 
appropriately qualified experts on review panel . 
5. Publication of annual procurement plan 
prepared by all line ministries. 
*Overall recommendation to establish a 
procurement unit under MFEM - starting off 
with a dedicated procurement person to handle 
procurement activities e.g. procurement policy, 
training of ministries tender templates, 
oversight, evaluation etc. 

 
 
 



 

Cook Islands – PEFA Public Financial Management Performance Report Page 50  

PI-20: Effectiveness of internal controls for non-salary expenditure 

Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

PI-20. Effectiveness of 
internal controls for 
non-salary expenditure 

C+ 
 
C+ 

 
No change from the 2011 scores on all 
dimensions of this indicator. 

(i) Effectiveness of 
expenditure 
commitment controls. 

C C The accounting systems currently being used 
by MFEM and the Ministries do not prevent 
over commitment of expenditures against 
the budget allocation. Commitments are 
tracked ex-post through the variance reports 
which are prepared by MLAs and submitted 
to MFEM monthly and those that fail to 
provide their monthly expenditure variance 
reports have their monthly bulk funding 
suspended.   Treasury do not make payments 
without the required documentation from 
MLAs. A score of C is assigned. 

(ii) Comprehensiveness, 
relevance and 
understanding of other 
internal control rules/ 
procedures. 

B B The CIGFFPM includes a comprehensive set 
of internal rules and procedures, which 
appear to be understood by finance officers 
and MLA managers in most MLAs. The 
manual is updated periodically.  A score of B 
is assigned 

(iii) Degree of 
compliance with rules 
for processing and 
recording transactions. 

B B The degree of compliance appears to be 
high amongst large MLAs in Rarotonga 
There are exemptions which are picked up 
by the Audit report. A score of B is assigned. 

 

Short Term Recommendations (before July 
2014) 

Long Term Recommendations 

 Introduce automated commitment control 
functionality in accounting systems to avoid 
over commitment of LM budgets. 

 More training to be provided to Line 
Ministries on financial management 
processes. 

 Centralization of government IFMIS 
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PI-21: Effectiveness of internal audit 

Indicator (M1) Score 

2011 

Score 
2013 

Brief Explanation 

PI-21. Effectiveness of 
internal audit 

N/A 
 
D 

This indicators is rated as there exist provision 
for internal audit position in MFEM but this 
position is currently vacant. No internal audit 
functions are currently carried out. 

(i) Coverage and quality 
of the internal audit 
function 

N/A D The CIG at the time of the assessment does not 
undertake internal audit functions. The post of 
the internal auditor in MFEM exists but is 
vacant after the incumbent was transferred to 
external audit. MFEM is assessing the approach 
that it can pragmatically adopt to have an 
effective internal audit function in government.   
A score of D is assigned.  

(ii) Frequency and 
distribution of reports. 

N/A D Since there is no internal auditor no reports are 
prepared. A score of D is assigned. 

(iii) Extent of 
management response 
to internal audit 
findings. 

N/A D Since there are no internal audit reports there 
are no management response required. A score 
of D is assigned 

 

Short Term Recommendations (before July 
2014) 

Long Term Recommendations 

 Recruit a person in the current role to 
undertake this function immediately.  
Establish an internal audit committee to  
formulate internal audit objectives and 
oversight audit program.    
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Accounting, recording and reporting 

PI-22: Timeliness and regularity of accounts reconciliation 

Indicator (M2) Score 

2011 

Score 

2013 

Brief Explanation 

PI-22. Timeliness and regularity of 
accounts reconciliation 

B 
B+   

(i) Regularity of bank reconciliations B A Bank reconciliations are 
prepared at least monthly for 
the vast majority of central 
government bank accounts (and 
for all Treasury-managed 
accounts), and at least weekly 
for higher volume bank 
accounts.  All Treasury-managed 
bank accounts and donor bank 
accounts managed by DCD are 
reconciled within 10 working 
days after month end. The 
ministries operate only one 
bank account. The ministries 
maintained the ODA accounts 
and coordinated by the DCD of 
MFEM   

(ii) Regularity of reconciliation and 
clearance of suspense accounts and 
advances 

B B Little evidence of the use of 
suspense accounts in central 
government or line agencies in 
recent years, with one 
exception, which was cleared 
before year-end.  Cash advances 
are recorded in the accounts 
and cleared at least annually; in 
the year-end accounts, few 
balances are brought forward. 

 

Short Term Recommendations (before July 
2014) 

Long Term Recommendations 

 Monitor suspense and advance accounts in 
LMs. 

 Improve reconciliation and clearance of 
suspense and advance accounts-- should be 
cleared quarterly, eventually moving to 
monthly clearance to get a higher grade. 
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PI-23: Availability of information on resources received by service delivery units 

Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

PI-23. Availability of information on 
resources received by service 
delivery units 

 
B 

 
B 

Financial reporting is routinely 
collected and reported by all 
primary schools and primary 
health clinics to their respective 
Ministries.  This information 
includes all cash and in kind 
donations.. The ministry of health 
supplies these information to 
MFEM. But this information is  not 
published. Therefore a combined 
score of B is assigned. The score 
can be higher if the reports are 
published.  

 

Short Term Recommendations (before July 2014) Long Term Recommendations 

 To achieve an A grade,  Health and Education need to  
publish regular reports (at least annually) on full 
finances of schools and health primary service units 
(budgets and actuals); publication could be through 
the budget or annual reporting process, or through 
Health and Education website. 

 Post the report on website or create the link to the 
LMs website 

  

 



 

Cook Islands – PEFA Public Financial Management Performance Report Page 54  

PI-24: Quality and timeliness of in-year budget reports 

Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

PI-24. Quality and timeliness of in-
year budget reports 

C+ 
 
B 

 

(i) Scope of reports in terms of 
coverage and compatibility with 
budget estimates 

B B MFEM produces a quarterly 
unaudited fiscal report which 
compares actuals to the budget 
for the central government. The 
reports cover all items of budget 
estimates including 
commitments and ODA accounts. 
Reporting formats allow for 
direct comparison against the 
original budget for each MLA. 
This would qualify for a score of 
A. However there are some 
aggregation in the POBOC 
expenditure. The report is 
submitted to Cabinet, released to 
the media and posted on the 
MFEM website. A score of B has 
therefore been assigned. A 
higher score is possible when the 
POBOC accounts are 
disaggregated in the quarterly 
report, the comparison of the 
ODA spending against the budget 
is included and the inclusion of 
SOEs account. These are 
expected to be done in the 
report for the quarter ending 
September 2013.    

(ii) Timeliness of the issue of reports B B The in-year report is produced 
quarterly and issued within 6 
weeks of the end of the quarter. 
A score of B has been assigned. A 
higher score is possible if the 
quarterly accounts are produced 
within 4 weeks of the end of the 
quarter.  
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Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

(iii) Quality of information  C B There are some concerns on the 
accuracy of data in the quarterly 
report especially on capital 
expenditure. Training of the 
relevant staff will continue to 
address accuracy and 
completeness. The media has 
also highlighted that the account 
is unaudited. The quarterly 
report includes the proviso at the 
front to of the report that the 
accounts are not audited. A score 
of B has been assigned. A higher 
score is possible when the 
accuracy of the quarterly report 
is improved through training.  

 
 

Short Term Recommendations (before July 
2014) 

Long Term Recommendations 

 In terms of timeliness: reporting normally 
takes 6 weeks form end of quarter. The 
score would be improved if the time were to 
be reduced to 4 weeks from the end of the 
quarter. 

 Comprehensiveness of quarterly in-year 
reporting could be improved by: 

 Reporting POBOC expenditure in line with 
budget structure (at present, reporting off 
POBOC  spending is at aggregated level). 

 Inclusion of reporting of SOEs and outer 
islands in the reports . 

 the quarterly report shows ODA spending 
however does not show the ODA budget.  
There is also a need to improve data 
accuracy and consistency through Line 
Ministry training. 

 Possible centralization of IFMIS could 
improve quality and timeliness of 
accounting and reporting. 
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PI-25: Quality and timeliness of annual financial statements 

Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

PI-25. Quality and timeliness of 
annual financial statements 

D+ 
 
D+ 

The score is the same as in 2011. 
However, there has been an 
improvement in the completeness 
lof the financial statements.  

(i) Completeness of the financial 
statements 

B A Annual financial statements 
include complete consolidated 
information (for the whole of 
government, including SOEs) on 
revenues, expenditures, assets 
and liabilities on an accrual basis. 
A score of A has been assigned.   

(ii) Timeliness of submission of the 
financial statements 

D D The financial statements for the 
year ending 30 June 2010 was 
submitted for external audit in 
June 2013 which is 36 months 
after the end of the financial year. 
A score of D is therefore assigned. 
The need to first audit the 
ministries accounts before 
consolidation affects the 
timeliness of the preparation of 
the financial statement. In 
addition, the delay in the auditing 
of annual financial statements is 
also affecting the timeliness of the 
completion of the whole of 
government’s 2011/12 financial 
statement. 

(iii) Accounting standards used  B B IPSAS are not applied throughout 
the whole of government. Crown 
Accounts adopts IPSAS but the 
SOE use NZ GAAP standards. 
There are some departures from 
the IPSAS Standards that result in 
audit qualifications i.e. standards 
have been adopted by not 
applied.  Way forward is for SOE's 
to implement the IFRS accounting 
framework and for Line Ministries 
to fully implement IPSAS (No 
departures). This will also be 
enhanced by centralization of 
government finance.  A score of B 
is assigned. SOEs are moving to 
implement IFRS in 2014 which will 
result in an A grade. 
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Short Term Recommendations (before July 2014) Long Term Recommendations 

There are some departures from the IPSAS 
Standards that result in audit qualifications i.e. 
standards have been adopted but not fully applied.  
Way forward is for Line Ministries to fully implement 
IPSAS (i.e. no departures). It is also planned for SOE's 
to implement the IFRS accounting framework in 
2014. (they currently use NZ GAAP).  

 Improve training line ministries. 

 Provide line ministries with standard accounting 
and reporting templates. 

 Possible centralization of 
government IFMIS 

 Catch up of the backlog of financial 
statement audits. 

External scrutiny and audit 

PI-26: Scope, nature and follow-up of external audit 

A summary of external audit reports submitted to Parliament over the past 3 fiscal years is set out 
below (Table 1.8). 

Table 1.8: Summary of external audit reports submitted to Parliament, 2007/08-2009/10 

Types of Audit 2010-11 2011-12 2012-13 

Crown Audit 
opinions 

1 1 1* 

Ministries, Crown 
Agencies & SOEs 
Financial Audits 

30 38 68 (18*) 

Performance Audits, 
Special Reviews & 
Investigations 

21 4 13(4*) 

Stock takes & vehicle 
verification reports 

10 8  

Total 62 51 79 

Source: Audit Office Annual Reports, 2010/11, 2011/12, and 2012/13 
*these reports make up the 4th quarter report to parliament which has not yet been tabled. 
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Table 1.9: Dates of Submission of Audit Reports to Parliament 
 

Audit report Crown 
Accounts 

annual reports 
submitted to 
Audit Office 

End of audit 
reporting period 

Date of tabling of 
audit report in 

Parliament 

Number of 
months 

between end of 
audit reporting 

period and 
tabling of 

report 

Annual report 
2010/11 

 30 June 2011 12 December 2011 6 months 

Annual report 
2011/12 

 30 June 2012 8 November 2012 5 months 

Annual report 
2012/13 

 30 June 2013 Outstanding*  

Quarterly 
report, Q1 2011 

 30 September 
2010 

18 February 2011 5 months 

Quarterly 
report, Q2 2011 

 31 December 
2010 

15 April 2011 4 months 

Quarterly 
report, Q3 2011 

 31 March 2011 15 April 2011 1 month 

Quarterly 
report, Q4 2011 

 30 June 2011 1 July 2011 1 month 

Quarterly 
report, Q1 2012 

 30 September 
2011 

7 November 2011 2 months 

Quarterly 
report, Q2 2012 

 31 December 
2011 

7 June 2012 6 months 

Quarterly 
report, Q3 2012 

 31 March 2012 7 June 2012 3 months 

Quarterly 
report, Q4 2012 

 30 June 2012 8 November 2012 5 months 

Quarterly 
report, Q1 2013 

 30 September 
2012 

8 November 2012 2 months 

Quarterly 
report, Q2 2013 

 31 December 
2012 

14 February 2013 2 months 

Quarterly 
report, Q3 2013 

 31 March 2013 4 June 2013 3 months 

Quarterly 
report, Q4 2013 

 30 June 20113 Outstanding  

* Awaiting for audit of CIAO accounts to be completed before submission to Parliament 
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Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

PI-26 Scope, nature 
and follow-up of 
external audit 

C+ 
 
D+ 

 
No change in the scores of the 2011 PEFA. 

(i) Scope/nature of 
audit performed 
 

A A All public entities and SOEs are audited annually 
but with considerable backlog in the whole of 
government financial statement. Auditing is 
undertaken in accordance with NZ Auditing 
standards which are in compliance with 
international audit standards.  The audited 
financial statements cover revenues, 
expenditures, and assets and liabilities.  
Performance audits are also undertaken. Special 
reviews and performance audits are carried out 
by the Audit Office to deal with matters of 
significance as they arise. A score of A has been 
assigned. 

(ii) Timeliness of 
submission of audit 
reports to legislature 
 

B D Over the last 3 years, quarterly audit reports have 
been tabled within 8 months of the period 
covered. There is no legal requirement on timing 
of the completion of the audit but it has generally 
been 8 months from receiving the accounts on 
financial statements of central governments. A 
score of D has been provisionally assigned 
because it is anticipated that the audit general 
will be tabling two financial statement reports 
before July 2014 and these are both well over 
due. The audit act needs to be amended to 
provide a deadline for the tabling of the 
government’s annual financial statements. 

(iii) Evidence of 
follow-up on audit 
recommendations 

C C The audit reports include formal management 
responses that are received within 14 days. Some 
extensions are granted. Follow up through the 
next financial statement but the delays make 
these difficult to monitor. Audit reports have 
included some follow up. (template in the folder). 
A score of C has been assigned.   
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Short Term Recommendations (before July 
2014) 

Long Term Recommendations 

 The audit office must urgently complete the 
Catch up Project on the current backlog of 
financial statement audits before July 2014. 

 Improve training line ministries. 

 Provide line ministries with standard 
accounting, reconciliation and reporting 
templates. 

 Possible centralization of government 
accounting and reporting.     

 Improve qualifications and skills in 
ministries. 

 The Audit Act should be amended to 
provide a deadline for the tabling of the 
government’s annual financial 
statements.                       
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PI-27: Legislative scrutiny of the annual budget law 

Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

PI-27 Legislative 
scrutiny of the annual 
budget law 

D+ 
 
D+ 

The overall score remains the same. However, 
there has been some improvement in dimension 
(iii) and (iv) 

(i) Scope of the 
legislature’s scrutiny.  

C D The Public Accounts Committee (PAC) has been re-
established since July. They have met with 3 
central agencies, 2 statutory bodies and 5 bigger 
ministries to discuss their organization structure, 
budget, operations and the hurdles to their 
operations. A TOR has been developed to its 
private consultations with Government. However 
there is limited scrutiny of the budget at this time. 
A score of D has been assigned This is expected to 
improve as the PAC establishes its role in the 
scrutiny of the budget. However the PAC is 
expected to conduct a review of the 2014/15 
Budget in 2014 which is expected to improve 
rating in the final PEFA assessment in July 2014. 

(ii) Extent to which the 
legislature’s 
procedures are well-
established and 
respected. 

C C Parliamentary procedures for the review of the 
budget are clear in the Standing Orders 315-318. 
but there have been  gaps in their implementation 
(e.g. the functioning of the public Accounts  
Committee (PAC)). The PAC is now beginning to 
meet and review the budget and this rating would 
be expected to rise by the beginning of the new 
financial year. A score of C has been assigned. 

(iii) Adequacy of time 
for the legislature to 
provide a response to 
budget proposals both 
the detailed estimates 
and, where applicable, 
for proposals on 
macro-fiscal 
aggregates earlier in 
the budget 
preparation cycle 
(time allowed in 
practice for all stages 
combined). 

D C Parliamentary Standing Orders indicate a 
maximum of ten sitting days for consideration of 
draft Estimates. Over the past three years the 
budget has been ready for tabling in Parliament by 
the end of May.  In practice, the Parliament 
debates the budget in less than ten sitting days, 
significantly less than one month. The budget has 
to be passed by Parliament by 1st of July with the 
first to third readings in 5 days. Due to the sparse 
parliament discussion of the budget, the provision 
of one month for  Parliament debate is sufficient. 
However, the budget are not rigorously examined 
in Parliament. The PAC is expected to assess the 
budget in future . A score of C has been assigned.  

(iv) Rules for in-year 
amendments to the 
budget without ex-
ante approval by the 
legislature. 

 

D B Rules for in-year budget amendments without ex 
ante approval exist; specifically, the Constitution 
specifies the limits on which in-year expenditures 
may exceed appropriations but this is seldom 
used.  Ministries can vire funds.within their 
allocation but with the approval of the Finance 
Secretary and the Minister for Finance. Conditions 
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Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

for virement are restricted. One supplement is 
taken to Parliament every year. A score of B has 
been assigned. 

 

Short Term Recommendations (before 
July 2014) 

Long Term Recommendations 

 Need to determine TOR for PAC 
review of budgets.  

 PAC to review annual budget 
proposals, commencing with the 
2013/14 Budget. Determine the time 
required by PAC to review the budget, 
in time for passage of the Budget by 
the Parliament.   

 Workshop can be arranged for the budget for 
all MPs. 

 Strengthen capacity and support structures for 
PAC examination of Annual Budget. 

 

PI-28: Legislative scrutiny of external audit reports 

Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

PI-28 Legislative 
scrutiny of external 
audit reports 

D 
D The score is unchanged from the 2011 PEFA 

on all dimensions.  

(i) Timeliness of 
examination of audit 
reports by the 
legislature (for reports 
received within the 
last three years). 

D D Evidence from Hansard indicates that there is 
little discussion in Parliament on audit reports 
except for special reports (e.g. the fuel farm 
review). In the last 12 months, the PAC has held 
enquiries with a number of line ministries but 
has not specifically examined audit reports. This 
has been assigned a D. This rating may improve 
as the PAC starts to examine audit reports. . 
There is an amendment with the Act to allow 
the audit and annual reports become public 
when it is submitted to the Clerk of Parliament.  

(ii) Extent of hearings 
on key findings 
undertaken by the 
legislature. 
 

D D The PAC has yet to start examining quarterly 
audit reports. A score of D has been assigned. A 
higher score is possible once the PAC starts 
examining the audit reports.  

(iii) Issuance of 
recommended actions 
by the legislature and 
implementation by 
the executive. 

D D The PAC has yet to start examining quarterly 
audit reports. A score of D has been assigned. A 
higher score is possible once the PAC starts 
examining the audit reports. 
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Short Term Recommendations (before July 
2014) 

Long Term Recommendations 

 PAC to improve its scrutiny of the Audit 
reports. 

 Develop a ToR for the scrutiny of Audit 
Reports. 

 Government to establish mechanism for 
follow up of PAC recommendations. 

 Strengthen capacity and support structures 
for PAC examination of Audit Reports. 

 

Donor Practices 

D-1: Predictability of Direct Budget Support 

 
The Government of the Cook Islands has not received any direct budget support to date. 
 

Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

D-1 Predictability of Direct 
Budget Support 

N/A D The variation between budget and 
actuals are very wide.  

(i)  Annual deviation of 
actual budget support from 
the forecast provided by 
the donor agencies at least 
six weeks prior to the 
government submitting its 
budget proposals to the 
legislature. 
 

N/A D There is a large variation in the budgeted 
direct budget support from the budgeted 
amount largely as a result of the under 
spending in the infrastructure projects.A 
score of D has been assigned. 
 

(ii)  In-year timeliness of 
donor disbursements. 

N/A N/A The donors provided funding on an 
annual and multi-year basis.  They do not 
provide funding on a monthly or 
quarterly basis. Therefore this sub 
indicator is not applicable. 

 

Short Term Recommendations (before July 2014) Long Term Recommendations 

 Improve capacity and capability of MLA to plan, 
procure and implement projects. 

 Improve capacity and capability of 
MLA to plan, procure and implement 
projects. 
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D-2: Financial information provided by donors for budgeting and reporting on project and 
programme aid  

Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

D-2 Financial information 
provided by donors for 
budgeting and reporting   

D 
 
D+ 

There is improvement in the rating of 
dimension (i). Improvement in 
dimension (ii) would be easy to 
achieve. 

(i) Completeness and 
timeliness of budget 
estimates by donors for 
project support 

 
D 

B At least half of the donors provide 
projections of their disbursements to CIG 
prior to the commencement of the fiscal 
year on 1 July which is adequate for the 
budget preparation. The information 
supplied is in accordance with the NSDP 
which in line with the budget 
classification. However, the Peoples 
Republic of China which is the second 
largest donor announces his assistance 
according to its own arrangement. A 
score of B is assigned. 

(ii)  Frequency and coverage 
of reporting by donors on 
actual donor flows for 
project support 
 

D D No formal reports are received from 
donors during the year on disbursement. 
But information is available when 
requested. A score of D is assigned. The 
rating could be higher if donors are asked 
to provide quarterly information on the 
delivery of their assistance during the 
year.  

  

Short Term Recommendations (before July 
2014) 

Long Term Recommendations 

 China to be requested to provide annual 
projections on assistance to Cook Islands in 
time for annual budget. 

 Ask for quarterly report of donor or 
direct spending and in kind donations 
e.g. overseas training programmes, 
school computers and technical 
assistance. 

 

D-3: Proportion of aid that is managed by use of national procedures  

Indicator (M1) Score 

2011 

Score 

2013 

Brief Explanation 

D-3  Proportion of aid that 
is managed by use of 
national procedures 

D 
 
D 

The available data indicate that less than 
50% of aid disbursed is managed by the 
use of CIG procedures. A score of D is 
assigned. 
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Short Term Recommendations (before July 
2014) 

Long Term Recommendations 

 Encourage donors to use national PFM 
systems. 

 Encourage donors to use national PFM 
systems. 

 
 
Annex A: List of stakeholders met 
 

    Annex A   

    

List of Stakeholders Met 
   

Title Stakeholder Position Institution 

Mrs 
Mrs 

Daphne Ringi 
Dorothy Pokura 

Chief Executive Officer 
Human Resource Analyst 

Office of the Public 
Service Commissioner 

Mrs 
Mrs 
Ms 

Elizabeth Iro 
Ana Silatolu 
Vaine Ngatokorua 

Secretary of Health 
Finance Manager 
Finance Officer 

Ministry of Health 

Mrs 
Mr 

Sharon Paio 
Anthony Turua 

Head of Ministry 
Chief Financial Controller 

Ministry of Education 

Mr 
Mr 

Allen Parker 
Ngatokorua Elikana 

Director of Audit 
Audit Manager 

Audit Office 

Mrs 
Mr 
Mr  

Elizabeth Koteka 
Petero Okotai 
Nga Puna 

Chief Executive Officer 
Director of central policy and planning 
Senior Strategic Planner  

Office of the Prime 
Minister 

Mr 
Mrs 

Tearoa Tini 
Jeannine Daniel 

Ombudsman 
Assistant Ombudsman 

Ombudsman 

Mr 
Mrs 
Mrs 
Mr 

John Tangi 
Helen Maunga 
Nikki Rattle 
Paul Allsworth 

Clerk 
Clerk Assistant 
Speaker of House 
Head Secretariat of PAC 

Parliament & PAC 

Mr Peter Tierney DCD Manager MFEM - Development 
Coordination Division 

Mrs 
Mrs 
Mr 
Ms 

Lavinia Tama 
Krystina Tatuava 
Edward Parker 
Angelia Williams 

Budget & Policy Manager 
Senior Budget Analyst 
Budget Analyst 
Economic Analyst 

MFEM- Treasury /Budget 
Division 

Mrs Elizabeth Tommy Finance Manager MFEM - Treasury /Crown 
Division 

Mr 
Mr 

Teu Teulilo 
Terry Piri 

Treasury Manager 
Funds Manager 

MFEM- Treasury / Funds 
Division 

Mr 
Ms 
 

Andrew Haigh 
Tessa Vaetoru 

Treasurer 
Treasurer Assistant 

MFEM - Treasury/ 
Revenue Management 
Division 

Mr 
Mr 

Tamarii Tutangata 
Leigh Stephenson 

Chief Executive Officer 
Accounts Manager 

MFEM - Cook Islands 
Investment Corporation  

 

 


