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20th GOVERNING BOARD MEETING 

28 February – 1 March, 2019 

Grand Mercure Hotel, Auckland, New Zealand 

 

Agenda item no.: 8 

  

Title: Revised Budget (Estimated out-turn) 2018/19 

 

Purpose:  To inform and seek Board approval on the proposed revised Budget 2018-2019  

 

Strategic Plan reference : 5C1 

 

Background: 

The approved expenditure Budget 2018/19 was $2,182,600.  PASAI actual financial performance for 

the 6 months period ended 31 December, 2018, resulted in a total expenditure of $778,167 which is 

20% lower than the budgeted expenditure of $966,870. As explained in agenda items 4 and 7c, the 

delay in receiving projected grant funding resulted in some of the planned programs being delayed, 

and has a result reduced expenditure.  However, as explained in agenda item 7c there were still 

overspending on other budgeted programmes – with some offset in governance expense savings and 

secretariat operating costs though an overspend in personnel. 

 

Key issues: 

 The revised budget (estimated outturn) 2018-19 presents a very concerning financial situation 

with the expenses to be funded from core funding exceed well above the available core 

funding available.  This results in a core funding cash flow shortage that needs to be funded 

by a new core funding injection or further redemption of part of the term deposits.  Any 

redemption of the term deposits further depletes PASAI equity and not meeting the 

requirement of the Board to maintain a minimum reserve as a matter of good financial 

management. This is a very critical financial situation for PASAI. 

 Both the revised projected income and estimated expenses are forecasted to be less than the 

original budget 2018-19. 

 The original budget for income was $2,206,573 but the revised budget figure is projected to 

be $1,846,498, 16 per cent lower ($360,075) than initially projected.   

 Similarly, the revised forecast for expenditure is about $2,000,711 which is 8 per cent 

($181,889) lower than the original expenditure budget of $2,182,600.   

 A revised projected cash and bank balance is $208,552 at 30 June 2019 compared to the 

original estimate ending cash balance of $378,799. The decrease is due to the expected 

redemption of the term deposits to fund core activities because of overspending on core 

programs and some activities conducted but were not budgeted for during the first 6 months 

of the year, and planned further spending that was not initially budgeted, and core funds being 

insufficient to fund operational costs to the end of the year. 
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 There is a significant projected reduction (48%) in equity from $377,056 initially projected to 

$196,458.  This is due to the expected large decrease in the cash and bank balances at the end 

of June 2019 as explained above. This is a very serious situation as it indicates that PASAI 

won’t be able to cover its obligations to staff and suppliers in the immediate months before 

and after June 2019 unless further grant is received. There is no guaranteed agreement with 

any donor for further grant that would fund the cash flow deficit and pay for core funded 

expenses to June 2019.  

 Given the funding issue the scheduled programs have been reviewed to determine which 

programs should be prioritised for the period February to June 2019.  

 However, there are options to consider in order to address the dire financial situation prospects 

especially in the last 3 months of the financial year.  These options include:  discretionary 

programmes, such as new proposed programmes, currently included in the budget to defer or 

cancel if needed; cease engaging consultants on activities that will be paid from core-funding; 

cease secretariat travels unless travels are at no cost to core funding, and such alternate funding 

cannot be used for other expenses; manage personnel costs to avoid payments for work outside 

official hours; rationalise secretariat operational expenses to find savings; and seek Board 

assistance to negotiate with core development partners to speed up new funding agreement as 

receipt of new core funds by April is critical to on-going operations 

 The Board is also kindly asked to assist with this situation by earnestly discussing and 

considering this very critical financial situation and its potentially damaging effect, and 

provide immediate and achievable solutions.    

 

Recommendations: 

The Governing Board is invited to: 

1. note the very concerning financial situation of PASAI up to 30 June 2019. 

2. note and endorse the revised PASAI Budget for the period February to June 2018 in 

Attachment I 

3. agree for the Secretariat to manage the expenditure prudently given the dire financial 

situation and continue liaise with core development partners to consider releasing grant to 

help fund part of the core funded expenses up to 30 June 2019.  

4. support the critical need that another core funding agreement is signed with core 

development partners by March/April and first tranche paid in April so as to ease the dire 

financial situation. 

 

 

Submitted by: Tiofilusi Tiueti 

Date submitted: 20 February 2019 

  

Attachment:    Attachment I - Revised Budget 2018-19
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This paper presents a revised Financial Forecast (Budget) 2018/19 for the consideration and approval of 

the Governing Board. 

  

A. Revised Financial Forecast (Budget) 2018/19  

 
Original Approved Financial Forecast 2018-19 
  
1. Total cost for the five-year Operational Plan 2018/19 – 2022/23 was estimated at $12,600,000, of 

which $2,182,600 was the total costing and budget forecast for PASAI programs for 2018-19. 

 

2. Total income projected for 2018-19 was $2,206,573. Total expenditure budget was $2,182,600.  

 
3. Members fund (Net Asset) was expected to have a balance $377,056 at year ending 30 June 2019, 

with Cash and Bank balance at 30 June 2019 estimated to be $378,699. 

 
Revised Financial Forecast (Budget) 2018-19 
 
4. The original budget for income was $2,206,573 but the revised budget is projected to be $1,846,498, 

16 per cent lower ($360,075) than expected. Similarly, the revised budget for expenditure is about 

$2,000,711 which is 8 per cent ($181,889) lower than the original expenditure budget of $22,182,600.   

 

5. The main reason for these variances is due to the delay of some of the expected income from donors, 

with some funds still to be received at the time of writing this report and as reported in agenda items 

4 and 7c. 

 
6. Therefore the scheduled programs have been reviewed to determine which programs should be 

prioritised for the period February to June 2019. As a result the revised budget for period ended 30 

June 2019 reflects the delayed and deferred programs and also the proposed programs for the 

months of February to June 2019.  

 
7. A revised projected cash and bank balance of $208,552 at 30 June 2019 compared to the original 

estimate ending cash balance of $378,799. The decrease is due to the expected redemption of the 

term deposits to fund core activities because of overspending on core programs and some activities 

conducted but were not budgeted for during the first 6 months of the year, and planned further 

spending that was not initially budgeted, and core funds being insufficient to fund operational costs 

to the end of the year.  Please refer to Attachment I for the Revised Budget 2018-19 details. 

 
8. There is a significant projected reduction (48%) in equity from $377,056 initially projected to 

$196,458.  This is due to the expected large decrease in cash and bank balances as explained 

above. This is a very serious situation as it implies that PASAI won’t be able to cover its obligations 

to staff and suppliers in the immediate months before and after June 2019 unless further grant is 

received. As alluded to, there is no guaranteed agreement with any donor for further grant that would 

fund the cash flow deficit and pay for core funded expenses to June 2019.  

 

Revised Financial Forecast (Budget) 2018-19 
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9. The revised budget (estimated outturn) 2018-19 depict a very concerning financial situation with the 

expenses to be funded from core funding exceed well above the available core funding available.  

That result in a core fund cash flow shortage that need to be funded by a new core funding injection 

to the account or further redemption part of the existing term deposits.  Any redemption of the term 

deposits further deplete PASAI equity and not meeting the requirement of the Board to maintain a 

minimum reserve as a matter of good financial management. This is a very critical financial situation 

for PASAI. 

 

10. Table 1 below shows revised budget 2018-19 which shows that both the projected income and 

estimated expenses are re-forecasted to be less than the original budget 2018-19, and provides a 

comparison of the original budget and the estimated out-turn to June 2019 for both Income and 

Expenses. 

 

Table 1 – Comparison of Original Budget and Estimated Out-turn 2018-19 

Income/Expenses Original  
Budget 

NZ$ 

Revised 
Budget 

NZ$ 

Increase/ 
(Decrease) 

NZ$ 

Income     

    ADB 65,800 64,082 (1,718) 

    DFAT 424,134 426,465 2,331 

    IDI 244,700 (13,767) (258,467) 

    MFAT 500,000 500,000 - 

    EU 854,000 756,500 (98,000) 

    Other Income 117,940 113,218 (4,722) 

Total Income 2,206,573 1,846,498 (360,075) 

    

Expenses    

    Consultancy   627,600 618,334 (9,266) 

    Program 615,700 447,312 (168,388) 

    Governance 93,000 56,635 (36,365) 

    Secretariat Staff Travels 28,100 27,716 (384) 

    Secretariat Operational  257,280 249,128 (8,152) 

    Personnel 560,920 601,585 40,666 

Total Expenses 2,182,600 2,000,711 (181,899) 

  
 

11. For the next 5 months to June 2019 PASAI will unable to cover its budgeted expenses from its 

existing Bank accounts and cash balance and its projected income stream for that period.  
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12. As mentioned above the available cash balance (without the term deposits) as at 20 February 2019 

is $169,693 (January 2019 - $226,282). This fund is mostly comprised of MFAT fund that remains 

from the core fund of $500,000 received in October 2018. At 31 January 2019, only 39% of the MFAT 

grant still remain, and 4% of the DFAT grant.  

 

13. The total estimated expenditure for the 5 months period to June 2019 to fund from the core fund is 

budgeted to be $341,9431 , which far exceeded the available cash balance at 31 January 2019 of 

$226,282, thus a resultant projected cash flow deficit already of $115,661. The EU fund will cover an 

estimated amount of $136,0002  of the personnel costs to June for staff time on EU programs. Table 

2 below provides the related details of revised expenses budget for the five months period (February 

– June 2019) and the related source of funding for those expenses. 

 
Table 2 – Revised Expenses Budget for five months period (February – June 2019) and source 

of funding. 

Expenses Revised Budget 
(February – June 

2019) 
NZ$ 

Funded from Core 
Fund  

(February – June 
2019) 
NZ$ 

Funded from other 
Fund Source (EU)  
(February – June 

2019) 
NZ$ 

    Consultancy   424,100 49,100 375,000 

    Program 279,500 34,000 245,500 

    Governance 35,500 35,500 - 

    Secretariat Staff Travels 11,500 11,500 - 

    Secretariat Operational  114,128 114,128 - 

    Personnel 233,715 97,715 136,000 

Total  1,098,443 341,943 756,500 

  
 

14. On projected income, the only significant projected cash flow to PASAI bank account in the five 

month period is $854,000 from EU which is expected to receive around mid-March 2019. However, 

such income stream is already committed to EU funded planned programs to conduct during that 

period and the related staff costs.     

 

15. 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 in  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. 

 

                                                 
1 Estimated core funded expenditure from February to June 2019 comprised of these expense types: Consultant $49,100; 
Personnel $97,715; Program $34,000; Governance $35,500; Secretariat Travel $11,500; and Secretariat Operational 
$114,128. 
2 Total estimated personnel costs February – June 2019 is $233,715. Core fund $97,715; EU fund $136,000. 
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Programs for February – June 2019 

16. Table 3 provides a list of the main programs that PASAI is proposing to undertake during the period 

February to June 2019 including a comparison to the original budget and work plan. Fifteen main 

programs were delayed from the first half of the year or were scheduled for second half of the year, 

two program are being deferred to 2019-2020, and one new program was proposed to undertake in 

the current period. The new proposed program is a continuation of a program conducted in the first 

half of the financial year and is considered vital as it links into key aspects of the PASAI Strategy 

such as the SAI PMF program flowing from the SAI PMF assessment completed during 2016 and 

2018. Mostly the new programs are funded or co-funded with a particular development partners.   

 
17. Table 3 below provides a summary of those programs that were scheduled to be undertaken during 

the period July 2018 to January 2019 but have either delayed to later in this financial year, deferred 

to a later financial year or cancelled. 

 
Table 3 – Summary of approved/proposed programs for revised Budget February – June 2019 

Approved/Proposed  

Programs 

Approved 

Budget  

(NZD) 

Revised 

Budget  

(NZD) 

Original 

Timeframe 
New 

Timeframe 
Proposed 

program fund 

by 

1. Provide technical support to strengthen 

SAIs independence through legislative 

reform - Review of the Independence 

Resource Kit, and compile status of SAIs 

independence. 

15,800 15,800 27 – 31 

October 2018 

1 – 3 May 

2019 

EU 

2. Provide technical support to strengthen 

SAIs independence through legislative 

reform: Solomon Islands SAI 

11,100 11,100 10 – 14 

November 

2018 

4 – 7 June 

2019 

EU 

3. Provide technical support to strengthen 

SAIs independence through legislative 

reform: Fiji SAI 

22,300 22,300 17 – 28 

November 

2018 

1 – 5 April 

2019 

EU 

4. Provide technical support to strengthen 

SAIs independence through legislative 

reform: RMI SAI 

11,100 11,100 7 – 11 

January 2019 

17 – 21 June 

2019 

EU 

5. Provide technical support to strengthen 

SAIs independence through legislative 

reform: FSM SAI 

22,300 22,300 4 – 8 March 

2019 

24 – 28 June 

2019 

EU 

6. Provide support to the PAC to update the 

review of audit reports that are tabled in the 

legislature – FSM National 

10,000 10,000 24 – 27 

September 

2018 

8 – 12 April 

2019 

EU 

7. Provide support to the PAC to update 

the review of audit reports that are tabled in 

the legislature:  Fiji   

6,900 6,900 1 – 5 October 

2018 

25 – 29 March 

2019 

EU 

8. Provide support to the PAC to update 

the review of audit reports that are tabled in 

the legislature:  Vanuatu 

8,400 

 

- 18 – 22 March 

2019 

Deferred to 

2019-20 

EU 

9. Provide support to the PAC to update 

the review of audit reports that are tabled in 

the legislature:  Tonga 

8,500 8,500 4 – 7 June 

2019 

10 – 14 June 

2019 

EU 

10. Provide support to the PAC to update 

the review of audit reports that are tabled in 

the legislature:  Nauru 

17,000 - 

 

17 – 21 

September 

2018 

Deferred to  

2019-20 

ADB 
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Approved/Proposed  

Programs 

Approved 

Budget  

(NZD) 

Revised 

Budget  

(NZD) 

Original 

Timeframe 
New 

Timeframe 
Proposed 

program fund 

by 

11. Engage TA to work with SAIs with FSG 

backlog to improve audit results/opinions - 

SAI #1 

35,400 35,400 3 – 28 

September 

2018 

1 – 31 May 

2019 

EU 

12. Engage TA to work with SAIs with FSG 

backlog to improve audit results/opinions - 

SAI #2 

35,400 35,400 7 – 31 

January 2019 

1 – 28 June 

2019 

EU 

13. Conduct Regional Planning Workshop 

on FSG audit 

68,600 68,600 25 – 29 March 

2019  

8 – 12 April 

2019 

EU 

14.  Engage on-site technical advisor for 

SAIs to provide on-the-job training and 

refine/review audit methodology, manuals, 

procedures including assessing follow-up 

procedures (3 SAIs) 

92,900 92,900 10 – 21 

September 

2018 

14 – 25 

January 2019 

1 – 12 April 

2019 

6 – 17 May 

2019 

20 – 31 May 

2019 

17 – 28 June 

2019 

EU 

15. Engage a consultant to conduct QA on-

site and provide support to improve audit 

procedures, audit policies and provide 

training on high quality audits – (3 SAIs) 

50,100 50,100 8 – 19 

October  

2018 

11 – 15 

February 

2019 

11 – 15 March 

2019 

13 – 17 May 

2019 

20 – 31 May 

2019 

17 – 28 June 

2019 

 

 

EU 

16. IDI/PASAI Regional Strategic 

Performance Measurement Reporting 

(SPMR) workshop Phase III 

0 34,000 - 8 – 12 April 

2019 

IDI/DFAT/MFA

T 

17. SAI PMF Regional Planning Workshop 

(4 SAIs – Fiji, Kiribati, Chuuk, Vanuatu, 

CNMI) 

93,900 93,900 4 – 8 March  

2019 

1 – 5 April 

2019 

EU/DFAT/MFA

T 

18. SAI PMF Assessment for Fiji 24,300 24,300 6 – 17 May 

2019 

6 – 17 May 

2019 

EU 

19. SAI PMF Assessment for Kiribati 37,300 37,300 6 – 17 May 

2019 

6 – 17 May 

2019 

EU 

20. SAI PMF Assessment for Vanuatu 30,400 30,400 17 – 28 June 

2019 

17 – 28 June 

2019 

EU 

21. SAI PMF Assessment for Chuuk 37,700 37,700 17 – 28 June 

2019 

17 – 28 June 

2019 

EU 

TOTAL* 639,400 648,000    

 

 *Note : The variance of $8,600 is mainly due to the extended SPMR program that will take place in April 2019.  

 

Key :   

 Programs to be carried out as they were deferred from the first half of the year or were scheduled for 
second half of the year   

 Program scheduled for the period but defer to 2019-2020 

 New proposed programs that considered vital to conduct during the period but were not initially 
included in the original budget 

 Programs with no change to original scheduled time 
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Financial options to manage expenditure during the period February – June 2019  
 
18. Despite the scheduled programs proposed and prioritised for the period February to June 2019, there 

is still a major cash flow concern especially on expenses to be funded by the core funds.  These 
expenses are mainly: programs that are to be funded from the core fund; secretariat staff travels; 
secretariat operational costs; consultancy costs on activities supporting the Secretariat; and 
personnel costs.    

 
19. To manage such dire financial situation prospect, the Secretariat is proposing the following options 

for consideration and discussion by the Board in order to control expenses for immediate 
implementation and help in getting some savings to assist the decreasing equity erosion situation. 
These options are: 

 
a. Consider discretionary programmes, such as new proposed programmes, currently included 

in the budget to be funded by core funding to defer or cancel if needed. 

b. Cease engaging of consultants on activities that will be paid from core funding.  

c. Cease secretariat travels unless travels are at no cost to core funding, and such alternate 
funding cannot be used for other expenses 

d. Manage personnel costs to avoid payments for work outside official hours. 

e. Seek Board assistance to include in its negotiate strategy with core development partners as 
essentially it is critical that another core funding agreement is signed by March/April and first 
tranche paid in April.  

f. Rationalise secretariat operational expenses to find savings. NB: We believe costs are as 
low as possible already (as reported in the monthly accounts) but we will keep awareness of 
any opportunities to save more. 
 

20. The adverse effect on the current equity level if there is no new core funding is received by April is 
that part or all of the current term deposit will be redeemed to fund the potential cash flow deficit 
which then further deplete equity to a level that PASAI would not be able to honour its obligations to 
staff and service providers. That would lead to a likely calling off delivering of agreed programs such 
as EU funded and may eventually lead to the Secretariat being temporary closed down.  
 

21. The Board is kindly asked to assist with this situation by earnestly discussing and considering this 
very critical financial situation and its potentially damaging effect, and provide immediate and 
achievable solutions.    

 


