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OFFICE OF THE AUDITOR-GENERAL

12 March 2019

The Honourable Job Pomat, MP
Speaker of the National Parliament
Parliament House

WAIGANI

National Capital District

Dear Mr Speaker,

In accordance with the provisions of Section 214 of the Constitution of the Independent State
of Papua New Guinea, 1 forward herewith a copy of my report signed on 24" July 2018 upon
the inspection and audit of the financial statements of the National Maritime Safety Authority
for the year ended 31 December 2017.

Y ours sincerely,

GORDON KEGA, CPA
Acting Auditor-General

Level 6 PO Box 423
TISA Investment Haus WAIGANI, NCD
Kumul Avenue, NCD Papua New Guinea
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National Maritime Safety Authority

Executive Summary

Results of Operations

The National Maritime Safety Authority recorded K39m in net profit in 2017, a K3m
decrease from the 2016 result but still within the average industry performance for the
financial period. This decrease is attributable to less number of vessels entering and
leaving PNG ports that affected the revenue from the fees and levies.

Expansion/Development programs

The National Maritime Safety Authority is in the process of establishing Regional Offices
in all Maritime Provinces. This development will enable the Authority to impose, regulate
and monitor its functions in the Maritime Safety Standards. It will also enable the
Authority to capture vessels entering PNG ports illegally that will boost the revenue for the
Authority.

The National Maritime Safety Authority endeavours to implement new activities that will
see the commencement of the Maritime Waterways Safety Project. The Project will install
new additional navigational aids, replace existing navigational aids, improve safety
information and hydrographical surveys. The Global Maritime Distress Safety System will
also be developed. Emphasis will also be on the implementation of Small Craft Act to
ensure safety of people travelling on the small crafts.

The constant increase in revenue from fees and levies will finance the above mentioned
development programs and activities.

Enabling Entity Legislation

Functional Responsibilities/Mandate

The National Maritime Safety Authority is established under the National Maritime Safety
Authority Act (2003). Its primary functions are to:

J co-ordinate search and rescue operations for vessels in distress or lost at sea
pursuant to the terms and conditions of a search and rescue plan prepared by the
Minister;

o co-ordinate and make recommendations on policy to the Minister on matters

concerning maritime safety, maritime pollution prevention or search and rescue
operations at sea;

o collect data relevant to maritime safety, marine pollution prevention or search and
rescue operations at sea;
J act on behalf of the State in relation to any domestic or international agreement

relating to maritime safety, marine pollution prevention or search and rescue
operations at sea to which the State is or may become a party;

. provide consulting services, training and management services relating to any of its
functions whether in PNG or overseas; and
. generally to do such supplementary, incidental or consequential acts and things as

are necessary or convenient for carrying out its functions.
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Functional Structure

The functions of the National Maritime Safety Authority is to regulate the maritime safety
standards, coordinate search and rescue operations and control marine pollution in PNG
waters. The General Manager/CEO reports to the Board and the Minister for Transport.

Policies and Budget
Corporate Plan

The National Maritime Safety Authority is the agency responsible for:

. Effective implementation of maritime safety standards
. Coordinate search and rescue operations, and
. Prevent and control maritime pollution in PNG waters.

In line with its vision and mission, the following strategic themes and agenda have been
identified through a strategic planning process:

Transforming to better deliver NMSA’s mandate and respond to stakeholder needs.
An agile and sustainable funding model to cater for the evolving organization.

An engaged and high performing workforce delivering on its mandate.

Best in class maritime safety regulator.

Best in class in search and rescue coordination.

Leader in the prevention of maritime pollution.

Collaborative and rewarding partnerships with stakeholders and external agencies.
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These strategic themes will enable NMSA to continue building on its success and navigate
the organisation to achieve its desired goals and outcomes. NMSA strives to ensure a safe
maritime industry in PNG that contributes to the long-term economic development of the
country. As a maritime safety regulator, the maritime safety regulations are set in line with
international best practice and are enforced to ensure compliance in PNG.

The strategies for achieving corporate objectives are delineated with desirable outcomes
and considered Key Performance Indicators within the responsible Division. Annual work
plans are derived from these key activities which each Division responsible is programed
to achieve. Regular management meetings are convened to address the progress on the
implementation, monitoring and achievement of corporate objectives and goals.

Budget

The recurrent budget for the National Maritime Safety Authority is made up of both the
Personnel Emolument Components and goods and services from which payments are done
through proper procurement process in accordance with the Public Finances
(Management) (Amendment) Act, 2016 and NMSA operational manual. The Authority did
not get any funding from the GoPNG in 2017 through the budget.

The Authority’s major revenue is collected from fees and levies which funded the
operations of the Authority. The budget for National Maritime Safety Authority for 2017
was K73,659,000 as revenue and they generated K76,566,711 from fees and levies and
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other revenue sources. The expenditure was projected at K61,607,000 and the actual
expenditure was K37,560,474 in which NMSA made a surplus of K39,006,237.

Policies

The Corporate Service Division had been formulating their operational and accounting
policies and other occupational health, safety and workplace Policies. Generic compliances
are placed on Companies Act, Public Finances Management Act, General Orders and
Accounting Standards for the management over the past periods.
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Role and Mandate of Auditor General

The responsibilities of the Auditor-General are specified in Section 214 of the
Constitution, Sections 3, 4 and 8 of the Audit Act, 1989 (as amended) and Section 63(4) of
the Public Finances (Management) (Amendment) Act, 2016. Subject to these laws, the
Auditor-General has complete discretion in the performance or exercise of the mandated
functions or powers.

Audit Scope and Nature
Audit Scope

The audit was conducted in accordance with the International Standards on Auditing and
the promulgated best business practices.

Nature of audit

The engagement is an assurance audit engagement in compliance with the Audit Act, 1989
(as amended) and Public Finances (Management) (Amendment) Act, 2016.

Period of reporting

The period of reporting covers for the financial year ended 31 December 2017 in which the
audit had been completed and issued in 2018 Audit Cycle.

Results of Audit
Audit Opinion

The Audit report in accordance with the provisions of the Audit Act, 1989 (as amended) on
the financial Statements of the National Maritime Safety Authority for the year ended 31
December 2017 was issued on 24 July 2018. The report did not contain any qualification.

Audited Financial Statements
The Audited Financial Statements are attached with this report. (Refer to Attachment C).
Significant matters of Concern

My report to the Ministers under Section 8(2) of the Audit Act, 1989 (as amended) on the
inspection and audit of the accounts and records of the Authority for the year ended 31
December 2017 was issued on 24 July 2018. The report contained the following
observations:

Trade Debtors

My review of the Authority’s trade debtors of K15,308,553 at 31 December 2017 revealed
that a large number of debtors amounting to K3,681,623 were outstanding for more than
90 days. I further noted that most of these long outstanding debtors may not be collectable.
I brought this matter to the attention of the Management and the Management responded as
follows;
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“We developed a debt management policy to address the debts that are falling behind the
due dates for collection and allow provision for doubt-full debts. One of the outcomes of
the policy is to enforce the relevant legislation on detaining vessel for non-payment of
levies. The enforcement unit will be created within the legal department to enforce the law.
Once the unit is in place and fully functional, it will force many agents/owners/masters to
pay the levies on time. A warning letter to major clients informing them of the Authority’s
intention will be disseminated to the industry. Also provisions for doubtful debts have been
increased in line with the debt management policy.”

Fixed Assets

During my review of the Fixed Assets Register, I noted that the Authority’s Fixed Assets
Register contained many old assets which existence cannot be verified. I further noted that
the Authority did not conduct a complete stock take of all its fixed assets.

As a result, those assets with nil written down values from previous years were still
reported in the Assets Register. I brought this matter to the attention of the Management
and the Management responded as follows;

“The Management has institute process to address the management of the Authority’s
assets. A fixed management policy and procedures had been formulated and adopted by
the Authority.
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An audit of the current asset listing will be executed to establish the viability of the assets.
We are very much aware of old assets that are still on the list and are fully depreciated
and obsolete. We anticipate a clean-up in 2018 and appropriate assets listing for deletion
in the Asset Register will be table for Board’s approval.”

Staff Salary History Cards

During my review of the personal files for certain selected officers of the Authority, |
observed that the Authority has not maintained salary and history cards for employees in
their respective personal files. A salary history card should show an updated base salary,
allowances, gratuities and the updated leave records for each employee. Proper filing of
employee’s history and salary cards would enable the payroll staff to easily access the
information and calculate the staff entitlements correctly including provisions for leave
entitlements. As a result, I was unable to confirm the salary and allowances and the leave
records from their personal files.

I recommended the Authority to maintain staff salary history cards for each employee in
their personal files as a control mechanism to enable the payroll staff to easily access the
information and correctly calculate the staff entitlements. Further, for these files to be
regularly updated upon changes/variations on each individual staff files.

Management responded to my concern as follows;
“Management acknowledged that and will immediately address this issue.”

Entity Comments, Responses

Responses from the client to the issues that have been raised are also included and form
part of the report under Section 8(2) and 8(4) of the Audit Act, 1989 (as amended).

Recommendations

Specific recommendations proposed to the Authority have been reproduced and form part
of the audit report.
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Attachment: A

Audit report on the National Maritime Safety Authority in accordance with section 8(4) of the
Audit Act, 1989 as amended.
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Attachment: B

Audit report on the National Maritime Safety Authority in accordance with section 8(2) of the
Audit Act, 1989 as amended.
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Attachment: C

The 2017 Audited Financial Statements
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NATIONAL MARITIME SAFETY AUTHORITY

ANNUAL REPORT OF THE ROARD
FOR THE YEAR ENDED 31 DECEMBER 2017

The Board takes pleasure in preseniing their annval report on e affairs of the National Maritime
Safety Authority (“Authority™), including the financial statements, for the period ended 31 December
2017,

ACTIVITIES

Mr Peter Humphrays was appointed as 2 representative of the PNG Chamber of Commerce and
appoinited as the Chairman. The laie Dr Ray Aners representation on the Board as a National Research
Institute Representative is vacant after his passing. Mr Charles Kassmian was appointed to the Board as
a Southern Region Representative and his term expired in October 2016, My Stanley Alphonse for the
PNG Ports Limited and the Coastal Ship Owners Association appointee expired in 201$ apd
representative from this sector is still vacant.

The Authority continues with its mandate by conducting Porf State Contro! {imspection of Foreign Flag
Vessels} and Flag State Control responsibitities, snd continues with the Community Engagement
Programme and Navigational Ajds Preventative Maintenance contract. The four rogulations to enact
the five picoas of Marine Pollution Acts are with the office of the Legislative Council,

The Authority continues to implement its mandate with its lmited resources, but atl the same time
seeks avenues and methods, Inchuding external assistance and appropriate technology to enhance and
complement its efforts.

FINANCIAL STATEMENTS

The financial statements attached 1o this report form part of and should be read in conjunciion with
this report. The Board members consider there are no unusual or other imatters that warrant their
comments {other than those disclosed in this report) and the Authority’s financial position and results
from operations are properly reflected in these statements.

CHANGE IN ACCOUNTING POLICIES

The Authority has adopted the accrual bagic of accounting during the year.
BOARD

Members of the Authority’s Board are:

Peter Humphreys - Chairman { PNG Chamber of  Charles Kassman ~{ Regional Representative of

Commerce and Industry {(Representative) Maritime Provinces)
Roy Mumn ( ex officio ) Late Dr Ray Anere~ (NRI} vacant
Paul M Unas — General Manager (ox officio) .
Stanely Alphonse - PNG Poris Daire Vele (ex officio)
Coastal Ship Owners Assoriation —{ Vacant) o
For and on bfhalf of the boged.4 -
,u/’:«*‘”ﬁ yq f ; i,
Chairm i ' irm

e
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Dated: Zéﬂ'day of n% 2018,
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