
 

 

 

20th GOVERNING BOARD MEETING 

 

28 February  – 1 March 2019 

Grand Mercure Hotel, Auckland, New Zealand 

 
Agenda item no.: 7c 

 

Title:  PASAI accounts for six months period ended 31 December 2018 

 

Purpose: To present PASAI’s current financial position for consideration, and to inform budgeting and 

operational planning discussions. 

 

Strategic Plan reference:  SP 5C1 

 

Background: 

The PASAI financial operation for the 6 months period ended 31 December 2018 faced some challenges. Some 

expected income from donors was delayed, with some still to be received at the time of writing this report. 

This situation required the delay or deferral of some of PASAI programs as reported under agenda item 4.  The 

total income received for the period was 27 percent lower than projected which led to the total spending being 

20 percent lower than budgeted. This has the effect of PASAI cash balance decreased significantly (by 30%) 

when compared to the position as at 30 June 2018. This remains a concerning situation. 

 

Key Issues: 

 PASAI has a moderate financial position at end of December. At 31 December 2018, total assets were 

$700,294 (30 June 2018 - $948,520) while the total liabilities were $376,544 (30 June 2018 - $597,096) 

resulting in a Net Assets of $323,751 (30 June 2018 - $351,424).  

 The financial activities of PASAI for the period ended 31 December 2018 resulted in a Net deficit of 

$27,673 (30 June 2018 – $301,687) compared to an estimated surplus of $71,579.  

 Grant funding from EU was delayed due to the negotiation of a new grant agreement with UNDP.  The 

arrangement is expected to be finalized by the end February 2019.  

 However, there is a resultant cash flow deficit in projecting activities to June 2019 because of overspending 

on core programme and some activities were conducted but not budgeted for during the first 6 months of 

the year, and planned further spending that was not budgeted, and core funds being insufficient to fund 

operational costs to the end of the year. It is a very concerning situation (refer agenda item paper 8 for more 

details). 

 Cash flow forecast to 30 June 2019 show that, based on the program planned at present and the operational 

fixed costs of operating part of the 30-day, or 90 days, term deposits will be redeemed in the last 2 months 

of the financial year given the current financial situation.  

 There still a need to build and maintain a minimum reserve levels into the future to support PASAI operation 

and remain solvent and meet good employer obligations – being ability to pay salaries and also to meet 

other fixed costs especially rent etc.   

Recommendation: 

The Governing Board is invited to note the PASAI financial report for the six months ended 31 December 

2018.  

 

Submitted by: Tiofilusi Tiueti 

Date submitted: 18 February 2019
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Financial Statements 

For the six month period ended 31 December 2018 

 

This report presents a brief summary of PASAI financial performance for the period ended 31 December 
2018. 

 

Statement of Financial Position 

1. PASAI has an adequate financial position at end of December. At 31 December 2018, total assets 

were $700,294 (30 June 2018  - $948,520) while the total liabilities were $376,544 (30 June 2018 

- $597,096) resulting in a Net Assets of $323,751 (30 June 2018 - $351,424). A 1% decrease in 

Net Assets. A copy of the Financial Statement for the six month period ended 31st of December 

2018 is attached as Attachment I. 

 

2. The Cash and Bank had a balance of $632,126 (30 June 2018 - $899,194) at period end. This 

balance comprised of Bank accounts & Cash of $332,099; Petty Cash $152 and Investments of 

$299,875. 

 
3. The PASAI term investment has a balance of $298,684 as at 31 December 2018. This comprised 

of: 

a. NZ$50,442.41 30-days deposit (17 December 2018 –  16 January 2019) at 0.50% per 

annum. 

b. NZ$249,432.99 90-days deposit (10 December 2018 – 8 March 2019) at 2.65% per 

annum. 

 

4. There is a resultant cash flow deficit in projecting activities to June 2019 which is a very concerning 

situation. This is due to overspending on core programme and some activities conducted but were 

not budgeted for during the first 6 months of the year, and planned further spending that was not 

budgeted, and core funds being insufficient to fund operational costs to the end of the year. Please 

refer agenda item paper 8 for more details.  

 

5. In view of the above, cash flow forecast to 30 June 2019 show that, based on the program planned 

at present and the operational fixed costs of operating part of the 30-day, or 90 days, term deposits 

will be redeemed tin the last 2 months of the financial year given the current financial situation. 

PASAI will continue to monitor its cash-flows closely to minimise any adverse effect as a result.  

Further, stringent expenditure controls are still being maintained to ensure expenditure is limited 

to that which is essential. 

 
6. The Secretariat is still looking at how it can build and maintain a minimum reserve levels into the 

future to support PASAI operation and remain solvent and meet good employer obligations – being 

ability to pay salaries and also to meet other fixed costs especially rent etc.  The Secretariat take 

into consideration that in doing so it would not breach any of the funding agreements with donors. 

 

7. The accounts receivable at 31 December 2018 was $22,163 (November - $35,391). The 

accounts receivable balance comprised of outstanding membership fees which were invoiced and 

sent to members in July 2018. As at end of December, 6 members (November – 9) have yet to 
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pay their new membership fees. It is expected that more SAIs will pay their membership fees in 

the coming months. A copy of the list of aged receivables as at 31 December 2018 is attached as 

Attachment II. 

 

8. There is a need for the Board to discuss the ability of the remaining SAIs to pay the membership 

fees and how the Board will institute the plan to bring in additional payments as pledges by larger 

SAIs at the 20th Congress in Tuvalu to cover what cannot be paid – this needs to be addressed 

urgently because of the impact of PASAI’s delicate funding and cash flow position but also in 

considering the next incremental increase to NZ$5,200 per annum effective from 1 July 2020; and 

then to NZ$8,000 per annum effective from 1 July 2023. 

 
9. The Property, Plant & Equipment balance at 31 December 2018 was at $14,127 (30 June 2018 

- $24,675). There was no purchase of fixed assets during the period.    

 

Statement of Financial Performance 

10. The financial activities of PASAI for the period ended 31 December 2018 resulted in a Net deficit 

of $27,673 (November - $13,524) compared to an estimated surplus of $71,579. Such variance 

($99,253) was due to less income received during the period than projected, in particular, the grant 

from EU. As reported in previous period, the EU fund is now expected in March 2019, until this is 

received all programs related to this funding have been deferred.    

 

11. The total income for the period ended 31 December 2018 was $755,218 (November - $681,915) 

which is lower than the projected income for the period ($1,038,449) by 27% ($283,231). The 

reason for the variance is related to the funding budgeted from EU during the period but not yet 

received.  The EU fund agreement is expected to be finalised by February and the first payment 

received in March. No related programs will be initiated until the funds are on hand. 

 
12. The budgeted IDI funding of $25,400 has been withdrawn following an IDI reconciliation of funds 

provided in 2017/18 identified that PASAI held $51,000 from the IDI/PASAI 6th Cooperative 

Performance Audit on preparedness for SDGs activities. These funds have been used to part fund 

the costs of the PASAI/IDI Regional Quality Assurance workshop held during the period. At the 

end of the program a remaining balance of $13,767.45 was confirmed and returned to IDI before 

end of 2018 as per their policy.   As noted in previous period report the IDI funding on hand was 

not identified at 30 June 2018 and therefore not accrued, nor was it provided for in PASAIs 2018/19 

budget. This will have a significant impact on cashflow projections and the deficit for the period.  

 

13. In addition, the member contributions were recognised as income in July 2018, though the budget 

shows an apportionment of the membership contributions over 6 months period to December 2018. 

Therefore revenue appears close to budget despite unpaid fees. We remain confident fees will be 

paid in the coming months. Follow up has been undertaken. NB: The withdrawal of SAI ACT from 

membership as notified at the August 2018 Congress means the budget of $4,000 above the 

maximum collectible fees for the year. 

 

14. PASAI incurred total expenses of $778,167 (November - $695,440) for the period to 31 December 

2018. This is lower than the total expenses projected for the period ($966,870), primarily due to 

the programs deferred until EU funding is received. Detail explanations for the variances are 
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provided in the Notes to the accounts. Please also see Attachment III for details spending against 

budget on a project basis. 

 
15. The attached graphs depict the trajectories of actual expenses in total (Graph 1) and against 

budget on a monthly basis (Graph 2). Graph 1 shows that accumulated total actual expenses 

against the budget which are lower compared to the budgeted spending to December. While 

Graph 2 depicts monthly spending for the period. This is due to some of the programs planned for 

the month being delayed to the later months of the year or deferred to the next financial years.  It 

should be noted that some of the variances are permanent due to some of the programs being 

scaled down or deferred to the next financial year 

 
Graph 1 – PASAI Monthly Expenses Budget vs. Actual – 2018-19 

 
 

     Graph 2 is PASAI Total Expenses Budget vs. Actual 2018/19 

 
 

Expenditure by projects/programs  

 

16. The summary of expenditure (actual against budget) by programs/activities to period ended 31 

December 2018 is presented in Attachment III.  It provides an explanation for the variance between 

actual and budget for each of the programs/activities implemented during the period to 31 

December 2018.  

 
17. As mentioned in agenda item 4, due to the delay in receiving the EU fund, fifteen programs have 

to be rescheduled to the second half of the financial year.  The effect on the budget of rescheduling 

those programs is provided in agenda item 8.    
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Funding 

 

18. PASAI continues funding negotiations with ADB, DFAT, and MFAT to discuss and work towards 

contract renewals for the period beyond June 2019.  PASAI will also pursue new sources of 

funding, especially from non-traditional donors as per the PASAI Funding Strategy, in the near 

future. 

 
Measures to manage cashflow in the next months 

19. PASAI is committed to managing its finances appropriately and prudently to manage our biggest 

risk - inadequate funding. 

  

 The primary cash flow management approach is that no programs related to the EU funding will 

be initiated until the funding agreement is signed and the first payment is received. 

 

 The forecasted travels of the Secretariat to represent the region in regional/international 

meetings will continue to be reconsidered on a case by case basis. The Secretariat will still 

participate in various global programs where the cost of travel will be covered by third parties, 

with no cost to PASAI.  

 

 PASAI will also continue to ensure that any programs that are being jointly carried out with 

program partners on a reimbursement arrangement are closely monitored, so that related 

invoices are submitted on a timely basis to these partners for reimbursement. 

 

 Expenditure control measures that have been put in place to manage expenses, to control and 

avoid the operating account running into overdraft and to minimise the need to utilise term deposit 

funds include: 

 
o Assess core-funded programs and defer all but essential planned programs that were to 

be undertaken in the next three months to later months; 

o Remove all expenses considered non-essential such as hosting a cocktail at PASAI 

events; 

o Reduce Secretariat travel to essential travel only – where participation at international 

events can be completed remotely or via a proxy representative this option will be taken; 

o Manage and reduce the level of Secretariat expenses (e.g., printing, office expenses, 

bank fees, etc.) with priority being given only to agreed contractual services and urgently 

needed expense as determined by the Chief Executive;   

o Defer the recruitment of the vacant Director, Advocacy, Engagement, and Financing post 

to 2019/20; 

o Any other measures that are considered necessary to reduce the level of expenditure.  
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Risks 

20. The risks presented to the Board still exist and PASAI is continuing to manage those risks. The 

most significant of these risks are (as per the risk register): 

 

a. insufficient funds to continue operations before new development partner contracts are 

signed, and funding payments are received;  

b. insufficient core funding to meet the Secretariat operational and personnel costs during the 

year. 

c. longer time needed for funding negotiations than expected thus resulting in a long delay in 

receiving any funding from DPs, therefore, normal Secretariat operations and activity 

continuation are not possible.  

 

21. PASAI will exercise those control measures mentioned above to mitigate the above risks and 

continue reporting to the Governing Board to enable other interventions to be identified as needed. 

NB: refer to details in paragraph 5 & 6 above regarding the previous discussion on agreed reserve 

levels and the monthly fixed operational costs. 

Development Partner summary 
 

22. The summary of total expenditure for the period ended 31 December 2018 by development 

partners is also included as important information to keep track of funds received from respective 

development partners and how such funds are being used for PASAI programs and activities. The 

summary is provided in Attachment IV. 

 

23. The table in Attachment IV shows that the DFAT funding is being spent more quickly than budgeted 

due to the delayed receipt of the MFAT funding. The DFAT funding provided in the 2017/18 year 

for the 2018/19 year was spread evenly through the year in the budget and this is reflected in the 

income figures in this table. Please also refer to the Statement of Financial Position notes 

(Attachment I) for details of funds accrued as revenue in advance. With the receipt of the MFAT 

funding in October this issue has been improved.  

 
24. The primary issue visible in this table below is the IDI and DFAT Tonga costs where prior receipted 

funds were not accrued at 30 June 2018. This will contribute approximately $120,000 to the year-

end deficit. 

 
 


