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1. Executive Summary 
 
Results of Operations 

The University of Goroka recorded a K3.7m in net profits in 2015, an improvement from a 

net deficit of K1.4m in the preceding year. This had been inclined to a general increase (13%) 

in revenue and cost reductions in the Administration, Utilities and Personnel Emolument 

expenditures.  

 
Expansion/Development programs 

The University, through its operational working groups, have been set to achieve certain 

objectives and mandated responsibilities all pointed to the development and expansion. The 

University aspires to maintain fully functional divisions to better achieve set targets and goals.  

 

The major operational expansion and development plans include the improvement of facilities 

in Manifor, Lufa District, Eastern Highlands Province in partnership with the Department of 

Agriculture and Livestock and relevant stakeholders to pave way for the Science and 

Agricultural programs of the University.   

 
2. Enabling Entity Legislation 

 
Functional Responsibilities/Mandate  

The University of Goroka was established under the University of Goroka Act 1997. This Act 

came into operation on 1 January 1997. Under this Act, the Goroka Campus of the University 

of PNG was transferred to the University of Goroka together with all staff and students, 

buildings and grounds, equipment, teaching and research facilities, and other assets and 

liabilities both within and outside the Campus. 

The objectives of the University are dedicated to the pursuit, advancement and dissemination 

of knowledge, understanding and wisdom; the paying of particular attention to the human 

resource development and other development needs of PNG; and endeavouring to achieve 

academic and professional excellence to meet those needs through teaching, research and 

community service. 

 
Functional Structure 

The University of Goroka was established under the University of Goroka Act 1997 from 

which its functions and powers have been enacted. The University is regulated and 
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operational under the Department of Higher Education, Science and Research and has, 

registered under the Companies Act, a wholly owned subsidiary company; the Unigor 

Consultancy Limited.  

 
3. Policies and Budget 

 
Corporate Plan 

The University of Goroka is in pursuit to be PNG's leading University committed to the 

development of a climate of excellence, recognized as a source of innovation in teaching and 

learning and to lead the region of research, scholarship and community development towards 

nation building. The vision and mission of the University, through its Corporate Plan (2013-

2017) is aligned with the PNG Vision 2050, PNG Development Strategic Plan 2010-2030 and 

the PNG Medium Term Development Plan 2011-2015.  

Through this vision, the University has prioritised these objectives as core values for 

implementation in line with its five (5) year Corporate Plan (2013-2017); 

 Providing education that is accessible, equitable and empowering for all; 

 Promoting excellence in teaching, research, scholarship and community service;  

 Sustaining and promoting diverse Pacific cultural heritage; 

 Forging collaborations and partnerships with other institutions and organizations in 

the region beyond; 

 Producing creative and dynamic agents of constructive change; and 

 Recognizing competent and competitive staff from within and abroad; 

 Upholding harmonies relationships between and among all sectors of the community; 

 Promoting gender equity, equal opportunity and universal Human Rights; 

 Practicing principles of good governance, accountability and transparency; and 

 Upholding Christian principles. 

These key business objectives are strategically aligned to the core functions of the 

administration and operations within the University.  

Council meetings are convened to addresses the progress on the implementation, monitoring 

and achievement corporate objectives and goals. 

 
Budget 

The 2015 Budget appropriation ceilings were set by the department of Treasury at K21.2m 

recurrent government grants. Personal Emoluments took up 87%, while the remaining was 
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made up of the Goods and Services (6%) and Utilities (7%). Capital Formation had not been 

included for in the year under review.   

 

Policies 

Operational policies and procedures formulate standards by which the University must 

operate and clearly delineates requirements under the Public Finances Management and the 

Public Services Management. The policies that have been sanctioned by the council and are 

effective include the Housing Policy, Manual and Procedural of HR Division, Staff 

Performance Appraisal Policies, Staff Development Policy, Terms and Conditions of 

Employment of Non-citizens and the accounting Policy and Procedural Manual. 

 

4. 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) Act, 1995. Subject to these laws, the Auditor-General has complete 

discretion in the performance or exercise of the mandated functions or powers. 

5. 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) Act, 1995.  

 

Period of reporting 

The period of reporting covers for the financial year ended 31 December 2016 from which the 

audit had been in arrears and completed and issued in the 2018/2019 Audit Cycle.  
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6. 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 University for the year ended 31 December 2015 was issued on 

21 September 2018. The report contained a Disclaimer of Opinion. 

 

“BASIS FOR DISCLAIMER OF OPINION 

 

Opening Balances 

 

The 2014 audit report was issued with a Disclaimer of Opinion due to Limitation of Scope arising 

from inability to obtain satisfactory accounting records, source documentations and reconciliations to 

satisfy myself as to the accuracy and completeness of opening balances of Fixed Assets, Cash at Bank, 

Equity and Cash flows. I was unable to perform sufficient audit procedures to satisfy myself as to the 

accuracy or completeness of the opening balances. Consequently, I was unable to quantify the effects 

of any material misstatements in the opening balances that might have consequential effects on the 

balances stated in financial statements of the University for the year ended 31 December, 2015. 

 

Accounting System 

 

During my review of the accounting system of the University for the year ended 31 December 2015, I 

noted the following: 

 The University has four main bank accounts with standalone MYOB accounting system running 

in isolation. In addition, separate accounting systems (MYOB) terminals were set up to process 

payroll, payables, receivables and for general accounting tasks. All these separate terminals were 

not integrated and as such data need to be reposted into the main four (4) accounting systems;  

 Staff of the University’s bursary division lacked sufficient knowledge in the use and application 

of the MYOB accounting system; 

 The raising of general journals were not properly approved before posted into the MYOB; 

 There were numerous incorrect postings and accounting treatments noted in the accounting 

system; and 

 MYOB payroll function was not fully operational as noted at the time of the audit resulting in 

payroll officers using both excel and MYOB for the payroll processing. 
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Due to the absence of a properly integrated accounting system and processes with the inefficiencies 

and weaknesses noted in the Bursary division, I was unable to conclude on the accuracy and 

completeness of the data captured in the accounting system and the consequent balance derived from, 

and disclosed in the financial statements. 

 

Statement of Cash flows 

 

My review of the consolidated statement of cash flows revealed that the University has not properly 

prepared individual statements for its accounts. I was not provided with cash flow workings and 

supporting schedules to verify the balance disclosed at year end. Further, adjustment of K8,646,209 

relating to variance noted between the cash balances disclosed in the balance sheet and consolidated 

statement of cash flows could not be validated due to lack of supporting documents. As a result, I was 

unable to conclude on the accuracy of the cash flows computation and the correctness of the cash 

balance disclosed in the statement of cash flows for the year ended 31 December 2015. 

 

Statement of Changes in Equity 

 

The consolidated statement of changes in equity of the University for the year ended 31 December 

2015 contains numerous material variances between the financial statement and general ledger 

opening and closing balances for the Grant and Internal Revenue accounts respectively. No 

explanation for the variances and subsequent adjustments were provided for my verification. As such, 

I was unable to satisfy myself as to the accuracy and correctness of the equity balance derived and 

disclosed at year end. 

 

Cash at Bank – K14,415,652 

 

During my review of the cash balance and the administration and controls surrounding the bank 

reconciliation process, I noted several weaknesses such as lack of competencies, lack of timely 

preparation and review of monthly bank reconciliations to unexplained material differences in the 

bank reconciliation statements. I noted debit and credit bank adjustments of K676,275 and K873,237 

respectively in the Grant account while the Internal Revenue account has adjustments of debits and 

credits of K584,621 and K147,010 each. No satisfactory explanations for variances were provided to 

me. As a result, I was unable to validate the cash balance of K14,415,652 disclosed at year end. 
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Special Purpose Account and Fixed Term Deposit 

 

Disclosed in the consolidated financial statements and the accounts of the University are Fixed Term 

Deposits and Special Purpose Account balances of K553,475 and K865,822 respectively. I was unable 

to confirm the existence and correctness of the respective balances due to lack of independent bank 

confirmation and proper investment schedules maintained by the University. 

 

Fixed Assets – K35,577,525 

 

During my review of the fixed assets of the University, I noted the following weaknesses and 

inefficiencies: 

 As at 31 December 2015, the University did not have an updated and complete Fixed Assets 

Register;  

 There was no clear policy formulated by the University in relation to the acquiring of assets, 

capitalization and the disposal;  

 The University has not conducted a complete stock-take on its fixed assets for a number of years 

up to 31 December, 2015. Assets were not counted and tagged with asset numbers for verification 

and control; and 

 No revaluation exercise was carried out on all the land and buildings owned and in its custody to 

reflect the current market rate values.   

Due to the above recurring issues, I was unable to place any reliance on the effectiveness of the 

internal controls surrounding the management of the fixed assets of the University. Consequently, I 

was unable to conclude on the valuation, correctness and existence of the fixed assets amounting to 

K35,577,525 as at 31 December 2015. 

 

Work-In-Progress – K56,156,032 

 

I noted that Work-In-Progress (WIP) balance was disclosed as K56,156,032 in the financial statements 

at year end. My review revealed that there were no proper schedules and records detailing the amounts 

classified under work-in-progress apart from the MYOB listings. There was no correlation between 

the source of funding and for which the funds were used for (earmarked projects) during the year. 

Further, the ongoing projects and projects continued from prior years cannot be traced to the funding 

source. As a result, I was not able to ascertain and confirm whether the balance representing the Work-

In-Progress was fairly stated in the financial statements. 
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Deferred Income – K69,842,307 

 

Deferred income was disclosed in the financial statements at K69,842,307, an increase of K12,357,078 

compared to the year 2014 balance of K57,485,229. During my review, I noted that the University did 

not have proper schedules and records of transactions (journal entries) to substantiate this balance. 

This issue was brought to the attention of the management in prior years however, not much attention 

was given by the University to have proper schedules and records relating to PIP grants and deferred 

income. As a result, I was unable to determine whether the above balance was fairly stated and 

disclosed in the financial statements. 

 

Tuition & Other Fees – K13,908,041 

 

The University derives its funding from two (2) main sources. The National Government recurrent and 

project grants and tuition fees collected from students. During my review, I noted serious 

discrepancies relating to proper maintenance of records and accountability of tuition fee income. A 

total of K6,543,760 debit balance was noted in the general ledger without proper explanation and 

supporting documents. A further K2,613,757 could not be ascertained due to missing journals. I also 

noted that financial records for the tuition fees were not properly maintained by the University. 

Consequently, I could not verify whether the balance disclosed as K13,908,041 was fairly stated at 

year end. 

 

Staff Entitlements – K1,344,560 

 

Staff entitlements was disclosed at K1,344,560, a decrease of K2,397,273 compared to year 2014 

balance of K3,741,833. During my review, I was not able to confirm the movement noted as 

supporting documents and explanation requested were not provided for my verification. As such, I was 

unable to confirm and comment on the fairness of the balance representing staff entitlement of 

K1,344,560. 

 

DISCLAIMER OF OPINION 

 

In my opinion, because of the existence of the limitation of scope on my work as described in the 

Basis for Disclaimer of Opinion paragraphs, and the effects of such adjustments, if any, that might 

have been determined to be necessary had the limitations not existed, I am unable to and do not 

express an opinion on the financial statements of the University for the year ended 31 December 

2015.” 
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Audited Financial Statements 

The Audited Financial Statements are attached with this report under Attachment ‘C’. 

 

Significant matters of Concern 

My report to the Ministers under Sections 8(2) of the Audit Act, 1989 (as amended) on the 

inspection and audit of the accounts and records of the University for the year ended 31 

December 2015 was issued on 24 September 2018. The report contained the following 

observations: 

 

Corporate and Strategic Plans 

 

I was not provided with copies of either the corporate or strategic plans covering the current and 

subsequent years though requested. Corporate and Strategic plans are documented processes that 

represent an organisation’s goals, objectives and future work activities. The plan outlines or sets the 

platform to which desired outcome or milestone are to be achieved. It also guides the management in 

its decision making and ensures that scarce resources are effectively managed. 

 

In the absence of approved corporate and strategic plans, I was not able to comment on whether the 

Council and the Management had managed the affairs of the University based on established plans. 

 

Operational Policy Manuals 

 

My review revealed that the operational and procedural manuals used by the University in 2015 were 

out-dated and not applicable for use given the demands and changes in technology and development. 

In the absence of clearly designed and approved policy manuals and guidelines, there is a high risk of 

abuses and malpractices to take place within the University. As a result, I was unable to measure and 

comment on the standards of operations in relation to the systems and controls and whether uniform 

procedures were followed in respective divisions/schools/sections. I raised this issue in my prior year 

report as well. 

 

I brought this issue up and recommended the University to revisit the outdated policies and ensure to 

have new ones in place. Management responded to my comments as follows: 

 

“The new management team has set in place working taskforce groups that are assigned to review all 

existing policies and manuals. Most of the working groups have completed their assigned tasks and 

reports would be presented before the Council in the December 2017 final meeting”. 
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Non-Compliance with the Public Finances (Management) Act, 1995 

 

The Public Finances (Management) Act, 1995 Section 63(2) and 63(4) requires the University to 

furnish to the Minister before 30 June each year, a performance and management report of its 

operations for the year ending 31 December preceding, together with financial statements. Before 

furnishing financial statements to the Minister, the University shall submit them to the Auditor-

General who shall report to the Minister. However, the University has not prepared and submitted its 

financial statements for the year ended 31 December, 2015 to my Office on a timely basis to enable 

me to complete the audit on time for tabling the report in the Parliament before 30 June, 2016. 

Accordingly, the University breached Section 63(2) and 63(4) of the Public Finances (Management) 

Act, 1995. I have repeatedly brought this non-compliance issue to the attention of the University’s 

Management for their necessary action. 

 

Internal Audit Function 

 

During my review on the internal audit division of the University, I noted that the University did not 

fully utilize the division to review various processes and systems and to provide necessary 

recommendation for the management to improve on the internal control weaknesses noted during my 

prior year audits. There were no internal audit reports provided for my review. As a result, I was not 

able to comment on whether internal processes were systematically and timely reviewed by the 

internal audit division and whether management was timely informed of the weaknesses.  

 

I brought this to the attention of the management that the lack of performance and inefficiencies in the 

internal audit function encourages system break-downs and weak internal controls may result in 

mismanagement and abuse of public resources. 

 

Inefficiencies in the Accounting System 

 

During my review, I noted severe breakdown and inefficiencies in terms of record maintenance, 

identification and classification of transactions and posting into the accounting system (MYOB). 

Numerous classification and posting errors were noted in the accounting system. The weaknesses 

noted were the result of incompetent work force and lack of qualified staff in the University’s 

employment. 
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I raised this issue and recommended the University to provide more training and recruit qualified 

accountants to ensure proper accounting system is maintained. In its response, the management 

advised that it would employ qualified accountants in the future. 

 

Payroll System 

 

During my review, I noted the following weaknesses in the payroll system: 

 

 There was no computerized payroll system used by the University in 2015 and prior years, 

instead all payroll computations and data storage were processed and maintained using the excel 

spreadsheet; 

 The MYOB payroll system was not fully operational due to technical and competency issues 

noted; 

 No payroll summary per pay period was printed and filed for confirmation of the salary expenses 

entries posted on a fortnightly basis into the general ledgers apart from the net amount paid to 

staff;  

 The University did not maintain a Staff Advances Register and did not have a staff advance 

policy in place; and  

 High staff turnover in the accounts and payroll sections. 

Due the above observations, I was not able to place any reliance on the effectiveness of the internal 

controls surrounding the payroll function of the University in 2015. 

 

Incorrect Tax Administration 

 

During my review of the personnel costs, I noted that some contract officers of the University were 

paid contract allowances through cheques without calculating and deducting tax as required by the 

Income Tax Act, 1959 (as amended). Further, staff being provided accommodations were not properly 

taxed using the prescribed tax rates.  

I brought these issues to the attention of the management recommending them to cease these practices 

immediately. 

 

Lack of Proper Acquittal of Travel Advances 

 

My review of travel and subsistence expenses for the year revealed that payments amounting to 

K1,879,863 were not acquitted by concerned staff of the University during the year. Of the amount, 

K239,398 was related to the normal operational travels while K1,640,465 for teaching practice. 
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Further, there was no Travel Advances Register maintained by the University in 2015 and prior years 

resulting in breaches of the Public Finances (Management) Act (PFMA). 

I reminded management to comply with the requirements under the Public Finances (Management) 

Act, 1995 and the Financial Management Manual Part 20 paragraphs 11.2 and 12.10 about the 

acquittal of cash advances.  

 

Procurements Lacking Three (3) Written Quotations 

 

My examination revealed that payments totalling K947,083 were executed without obtaining the 

required three (3) written quotations from three (3) different suppliers nor Minor Contract Agreement 

was drawn. As such, the University has not complied with the Public Finances (Management) Act, 

1995 and Financial Instructions 2/2013 (point 5.1) which requires that “Purchases for amounts 

between K5001 and K500,000, three written quotations are required however, for purchases between 

K50,000 – K500,000 in addition to three (3) written quotations, a Minor Contract Agreement executed 

by the Head of the procuring Agency is required”. Consequently, I was unable to place any reliance on 

the effectiveness of the internal controls surrounding the procurement of goods and services in 2015. 

I brought this issue to the management and was advised that they would ensure to comply with the 

above requirement of the PFMA. 

 

Lack of Proper Supporting Documentation 

 

I was unable to ascertain the validity and accuracy of payments totalling K808,532 and whether goods 

and services were received and value for money achieved due to lack of supporting documentations 

such as proper receipts, invoices or delivery dockets. Further, I could not place reliance on the 

effectiveness of the internal controls surrounding the procurement process of the University. 

Management responded to my observation as follows: 

“As highlighted, in the future we will improve in that area and ensure important source documents 

such as invoices, receipts/deposit slips and delivery dockets, after payment have been made, are 

attached to ascertain the validity and accuracy of the payments”. 

 

Payments for Signing Cheques perceived as Extra Duties 

 

On two occasions, payments were made to senior officers of the University for signing of cheques and 

for other duties perceived as outside their job description. The amount authorized and paid in these 

instances amounted to K10,000. I noted this practice in my prior year audits and advised the 

management to cease all forms of such payments that are deemed improper that constitute abuse of 

public resources. 
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Council Expenses 

 

I  was not able to validate and ascertain the appropriateness and authenticity of payments totalling 

K113,360 made to council members in 2015 due to lack of proper council meeting minutes. As such, I 

conclude that the internal controls surrounding council expenses were very weak. 

I raised this issue and recommended management to maintain proper records of council meeting 

minutes, stipends, sitting allowances and other related expenses of the Council. 

 

7. Entity Comments, Responses 

 
Responses from the client to the issues that have been raised are also included and form part of 

the reports issued under section 8(2) and 8(4) of the Audit Act, 1989 (as amended). Copies of 

the reports to the minister are detailed in Attachments ‘A’ and ‘B’. 

 

8. Stakeholder Expectation 

 

The point of reference the University would have on the stakeholders and their expectation is 

inclined to the mandated responsibilities and how effectively and efficiently this is discharged. 

The objects of the University stipulated in Section 5 the University of Goroka Act, 1997, 

require the University to “be dedicated to the pursuit, advancement and dissemination of 

knowledge, understanding and wisdom and pay particular attention to the human resource 

development and other development needs of Papua New Guinea and shall endeavour to 

achieve academic and professional excellence to meet those needs through teaching, research 

and community service. 

This requirement had been partially fulfilled due to Operational and Administrational 

constraints and unforeseen circumstances beyond the control of the University for the Year 

under review.   

 

9. Recommendations 

 

Specific recommendations proposed to the University have been reproduced and form part of 

the audit report.  
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Attachment: A 
2015 Audit report on the University of Goroka in accordance with section 8(4) of the Audit 

Act, 1989 as amended. 
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Attachment: B 
2015 Audit report on the University of Goroka in accordance with section 8(2) of the Audit 

Act, 1989 as amended. 
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Attachment: C 
The 2015 Audited Financial Statements 
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