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REPORT OF THE AUDITOR GENFERAL ON THE ACCOUNTS OF
DEVELOPM ENT BANK OF KIRIBATI

FOR THE YEARS ENDED 3lST DECEM BER 2005 AN7) 2006

EXECUTIVE SUM M ARY

Fi ndi ngs

@ The Bank' s total income u'as sliglull' increased b)' 2.26% as colnpared to 2005 total

income. (para 2 . 1 )
@ Tolal expenditure was dccreased b)' 2.269. t) as compared u'ith m inor increase of 0.0 1 tlzù in

2005. (para 2. l )
* The n'ork' ing capital for the l'ear 2006 u'as increased by 9,0894 u'hen conlparcd to 2005.

(para 2.2)
* The IBD schedule for 2005 & 2006 were not aN'ailable. and som e of the deposit contirmation

slips u ere lnissing. tpara 3 . 1 )
* EIB loan has not been disclosed separately in the accotlnts. (para 3.2 )
@ Listing summ arl' for System Loan for the tu o ) ears accounts u'ere noî m ade aA'ailable during

the audit (para 3.3)

Recom m endations

@ h.lanagelnent should cnstlre to haA'e copies of deposit contirm aîion slips aA'ailable for

audit A'crilication in future (para 3 . 1 )
* That the EIB loan necessarl' adjustments in rclation to the separate disclostlre of the

interest expense be reflected in 2007 accotlnt (para 3 .2)
@ Thal the N'ariances betu'ccn System Loan account and the account be reconciled and be

reflecled in the 2007 account (para 3.3)
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REPORT OF THE AUDITOR GENERAL ON THE ACCOUNTS OF
DEVELOPM ENT BANIK OF KIRIBATI

ST .M BER 2o05 AND 2006FOR THE YEARS ENDED 31 DECE
As required b)' Part RJII of îhe Public Finance (Control and Audit) Ordinance 1 976. l am pleased
to present IAAI' audit report on the DeN elopm ent Bank of Kiribati for the l'ears endcd 3 1 S'

Dccelnber 2005 and 2006 in accordance with the reles'ant statutorl' proN'isions and norlnalll'

acccpted Auditing Standards.

1. General

Thc Bank U as established by the Des'elopmcnî Bank Act l 986 to prox'idc:

Finance b)' mak ing loans to anl' person for the ptlrposes of primarl' prodklction or for thc
establisllment. deN'elopment or acquisition (in n'hole or in part) of indtlstrial or commercial
undertakings. for anl' other purposes approA'ed i))' îhe Board and adA'ice and assistance B'ith a
N'icw to prom oting the efticient organisation and conduct of primarl' produetion or of industrial

or commercïal undcrtakings.

2 . F l N A N (? E

2.1 Finaneial Perform ance

The cemparisc?n of the Bank's perfonnance ftlr tu'tn l'ears. 2005 and 2006:

INCOM E

lnterest

Loan Fees

Recovery Cost

Government Grant

Gain on Disposal
Ot h e r l n co m e
Total Incom e

2006 2005 2004 2006 2005

$ $ $ % %
836,663 845,951 779,999 -1. 10 8.46
46:472 17,351 24,048 167.83 -27.85

lg 690 0 0
72,656 72,876 72,876 -0.30 0.00

180 1OO 2,526 80.00 -96.04
85 297 4,277 -71.38 -93.06

957,746 936,575 883,726 5.98

EX P E N D lTU R E

Salaries and related expenses
lnterest on borrowing

Directors Expenses

Depreciation
Ot h e r Expe n se s
Total Operating expenses

Operating Profit/tl-oss)
Prior Period Items

Net Operating Profit/ttoss)

418,444 384,867 653,53 1
85,867 86,126 103,460
13,413 13,833 11,523 -3.04 20,05

72,410 59,134 51,480 22 .45 14.87
286,007 352,407 76,275 -18.84 362.02

87 6, 14 1 896, 367 89 6, 2 69 -2 . 2 6 0 .0 1

81,605 40,208 ( 12,543) 1O2 .96 -420.56
-16,128 -15,579 (205,952) 3.52 -92.44
65,477 24,629 (218,495) 165.85 -111.27

8.72 -41.11
-0,30 -16.75
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REPORT OF THE AUDITOR GENERAL ON THE ACCOUNTS OF
DEVEI.OPM ENT BANK OF KIRIBATI

. STFOR 1HE YEARS ENDED 31 DECEM BER 2005 AN'D 2006
As reflected in the anall'sis aboq'e, îhe Bank's total income for was slightll' increased by 2.260.4
while total expenditure u'as decreased b)' 2.26% as compared u'iîh the tigures tbr 2005.

2.2 Financial Position

The working capital for the l'ear 2006 was increased by 9.08% , This was due to the decrease in

Creditors and increase in Bank and Cash balances.

Audit Findings

3.1 Interest Bearing Deposit

O bsen'ation

.
A udit noted that the lBD schedtlle for 2005 & 2006 n'ere noî aN'ailable. and som e of the deposit
contlrmation slips u ere m issing thus making it difticult to A'erify the con'ectness of the balance
disclosed in the accounts, especialll' the decrease in the intcrest earned from IBD in 2006 of

S l 2 . l 24 . 0 0 ,

Rccom m endation

slanagement should ensure to haA'e copies of deposit confirmation siips aN'ailable for akldit
N'eritication in f'uture. Since such contirmation slips are not aN'ailablc we therefore could not the
col-rectness ofthe DBK'S lBD account for the l'ears 2005 and 2006.

Response

Schedtllefor 1BD & avtlilable 51// l'lot updated. rF'F have been /r)'/?lg our best to t'equest B0K
copies of1BD .5'/ï>.j' but tvere not provided t?pl demalld.

3.2 Interest on Borrowings

O bservation

EIB loan - Audiî noted with concern îhat the interest expensc on E IB loan
has not been disclosed separatell' in îhe accounts.

Notc l 4 stated an incorrect figure for EIB interest of (S2.480).
this has been noted b)' the Finance Manager and to be adiusted
in 2007 accoulu

Recem m endation

Audit noted that the EIB loan necessarl' adjustments in relation to the separate disclosure of the
interest expcnse should be reflected in 2007 account.
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REPORT OF THE AIJDITOR GENERAL ON THE ACCOUNTS OF
DEVELOPM ENT BANTK OF KIRIBATI

ST .FOR THE YEARS ENDED 31 DECEM BER 2005 Alkll 2006
Respollse:

Illterest t?/l EIB Ioan is a result ofa posting error. Tltis error /1:1.5. been corrected /,? 200 7. H''fl
are not expectillg J??J' iltterest due otl EIB since /1/,, pat'ment I/5'I/:I/()'../'t7// before t/l/r-#/lf7/lc/f'//
I'PJF.

Interest on EIB 1/5.1/fI/?j, paid pllls principal Jlat?/f/// butfailed to disclose it separatelq'.

Current and Non Current Loan differences 2005-2006

O bsen'ation

The audit of the abos'e account reN'ealcd that there were material N'ariances between the Sl'sîem
Loan Accounts and the draft account which is obA'iousll' resulted from not being able to do a
proper or periodic reconciliation on both account.

Recom m endation

Audit recommends that lhe aboN'c A'ariances shotlld be corrccted and necessarl' adiustlncnts be
retlccted in 2007 accoum .

Respoltse:

ft/fel/, st'stem is tpl/r subsidiatl' tzcct/l/p/ al'd is ???t?ré! accurate. Z%IYOB is s'//zlf/rlr to fl control
t'lc,ctlll?l/. 1lt lttost cf'/.j't!.&, subsidiarî. accoultt provitles a ctlplp/c/c Iisting ls#lé?rf? tllere is a
t'//sy/flrï'tè' bettveelt tltent :1 subsidiarî' tzcct?f/af will be df.j'y'#. IsVe do accept 

.J'tp//r com nlent as hf,c

fail tll/r part in prl-uïag adjustnteltt. (v? the variances. HSC do believe //ltz/ tllis /.ç done /a 200 7
rlcctlll?l/.
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REPORT OF THE AUDITOR GENTERAL ON THE ACCOUNTS OF
DEVELOPM ENT BANK OF KIRIBATI

ST DECEM BER 2005 AXTD 2006FOR THE YEARS ENDED 31

S cope
I haA'e audited the accounts of the DeNrelopment Bank o1- Kiribati l'ears ended 3 l 6: December
2 005 & 2 0 06 .

The preparation and the prescntation of the accounts and thc information contained therein
. asysrell as the existence of internal controls

. B'hich should be ftllll' effkctiv'e for the preA'ention of
error or fraud. are the responsibilities of the Com panl'

. Nf).' responsibilitl' is to express an opinion
on the accounts based on m)' audit as required b)' Part Vll of the Public Finanee tcontrol and
Audit) Ordinance 1 976 and the DeNrelopmenî Bal'tk îtct l 986.

I conducted my audit in accordance B'ith the nonnall
y accepted Auditing Slandards and statutoo'

l'equirements to proN'ide reasonable asstlrance as to whethe
r the accounts are free from material

m is-statem ents. M )' procedures include exam ination
. on a test basis. of eN'idcnce suppolcing the

am ount and other disclosures in the account and the eN'aluatio
n of accotmting policies and

significant accounting estimates
.

These procedures haq'e been undertaken to form an opinion as to whether
. in all materiat

respects. the accounts are presented fairll' in accordance u'ith the normally accepted AceountingC
oncepts and Standards and statuton' requirements

r so as to present a N'ieu ofthe Bank whlch is
eonsistent vcith 1nl' undcrstanding of its financial position. the results of its opcrations and its
cash tlou's.

Audit Opinion
ln my oplnîon. the l-inanciai statements of the DeA'elopment Bank of Kiribaîi are properll' drawn
up so as to:

Present fairll' in a1l m aterial respects
. the Companl'-s affairs as at 3 lSt Decelnber 2005 &

2006. its results of operalions and cash l'lou' for the 
l'ears then cnded.b) Compll' uith the proNrisions of Pal-t VII of the Public Fi
nance (Control and Atldit)Ordinance l 976 and the DBK Act ' l 986) and

Cempll' with other mandator)' professional reporting requircm ents.

A,Ir. Raimon. Taake.

Atlditor General
Kiribati National Audit Office

.
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