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PART 1: INDEPENDENT AUDITOR’S REPORT 
 
REPORT ON THE AUDIT OF THE GOVERNMENT OF KIRIBATI ANNUAL ACCOUNT FOR THE YEAR 
ENDED 31ST DECEMBER 2018 
 
Qualified Audit Opinion  
 
I have audited the Government of Kiribati Annual Account for the year ended 31 December 2018 
in accordance with Section 114 (2) of the Kiribati Constitution, Part VI of the Public Finance 
(Control and Audit) Ordinance 1976 and Section 22(1) of the Kiribati Audit Act, 2017. The Annual 
Account comprise of the following: 

 Statement of balance sheet 
 Statement of receipts and payments by Heads or ministries 
 Statement of comparative actual and estimated revenue & expenditures by subheads 
 Statement of Special Funds’ balances by annual and aggregate receipts and payments; 
 Statement of other ledger accounts and remittances balances 
 Statement of balances on advances account from Consolidated fund 
 Statement of balances on advances accounts from deposits 
 Statement of balances on deposit accounts 
 Statement of contingent liabilities*1 
 Statement of investment 
 Statement of outstanding loans made from the Consolidated fund*  
 Statement of the Public Debt* 
 Statement of arrears of revenue by subheads* 
 Statement of the balance on the Development Fund  
 Statement of balances on the suspense account* 
 Statement of unauthorized expenditure by subhead* 

 
In my opinion, except for the effects of the matter described in the Basis for Qualified Opinion 
section of my report, the Government of Kiribati Annual Accounts for the year ended 2018 are 
properly drawn up in accordance with the provisions of the Public Finance (Control and Audit) 
Ordinance 1976.  
 
Basis for Qualified Opinion  
 

The details of these issues on which the Qualified Opinion is based are provided below in “Part 
2: Significant Matters Arising From the Audit of the Government of Kiribati Annual Account for 
The Year Ended 2018”.  

 
1 *The above marked Statements are prepared by the Accountant General for information only but are not 
accounted or reflected in the Government of Kiribati Annual Account for year ended 31 December 2018.  
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 The audit found a difference of $1.14 million between total salaries reported in the 
Management Report and the General Ledger in 2018 (refer section 2.1) 

 Total unreconciled deposits of $777k and outstanding cheques of $1.18 million from previous 
years were still reflected in the cash book for No.1, No.4 & No.5 accounts. (refer section 5.1, 
5.2 & 5.3) 

 IBD balance reported in the Annual Account 2018 is less than the balance as per confirmed 
by the Bank in the amount of $1.22 million (refer section 5.5) 

 The Kiribati High Commission bank balance reported in the account is less than the cash book 
(audited) in the amount of $234,063 (refer section 5.7) 

 Interest income of $1.8 million earned in 2018 from State Street Cast Trust investment is not 
accounted as government revenue income (refer section 5.11)  

 Outer Island State Fund balance reported in the Account is greater than the amount recorded 
in the Cash book by $1.6 million (refer section 5.12)  

 An amount of $4 million remittances to the outer island has no supporting returns (refer 
section 5.13) 

 Standing Imprest of $4.7 million relating to previous years (refer section 6.1) 
 Salary advance that cannot be recovered and still reported in the Annual account $737k (refer 

section 6.2) 
 Incorrect balance for Sundry advance reported as negative under asset in the amount of 

$844k (refer section 6.3) 
 

I have conducted my audit in accordance with International Standard on Auditing (ISA). My 
responsibilities under those standards are described in the Auditors’ responsibilities paragraph of 
my report. I am independent of the Ministry in accordance with ethical requirements that are 
relevant to my audit of the financial statement in Kiribati and I have fulfilled my other 
responsibilities in accordance with these requirements.  

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis 
to my opinion. 
 
Emphasis of Matter 
 
I draw attention to the value of the Revenue Equalization Reserve Fund (RERF) presented in the 
Government Annual Account for the year ended 31/12/2018. This is based on the valuation 
report submitted by the Custodian, State Street, to the Ministry of Finance and Economic 
Development which we do not audit nor is it audited by anyone. My opinion is not qualified in 
respect of this matter. 
 
Management Responsibilities for the Government Annual Accounts 
 
The Accountant General is responsible for the preparation of the Government of Kiribati Annual 
Accounts in accordance to Public Finance (Control and Audit) Act, and the Financial Regulation 2011. 
He (Accountant General) is also responsible for the designing, implementation and maintenance of 
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internal controls relevant to the preparation of the financial statements that are free from material 
misstatement, whether due to fraud or error. 
 
Auditor- General’s Responsibilities for the audit of the government Annual Accounts 
 
My objective is to obtain reasonable assurance about whether the Government of Kiribati Annual 
Account for the year ended 2018 as a whole are free from material misstatement, whether due 
to fraud or error, and to issue an auditor’s report that includes my opinion. Reasonable assurance 
is a high level of assurance, but is not a guarantee that an audit conducted in accordance with 
ISA will always detect material misstatements when it exists. Misstatements can arise from fraud 
and error and are considered material if, individually or in aggregate, they could reasonably be 
expected to influence the economic decisions of users taken on the basis of the financial 
statements.  

As part of an audit in accordance with ISA, I exercise professional judgement and maintain 
professional skepticism throughout the audit. I also 

 Identify and assess the risks of material misstatement of the financial statement, whether 
due to fraud or error, design and perform audit procedures responsive to those risks and 
obtain audit evidence that is sufficient and appropriate to provide a basis of opinion. The 
risks of note detecting a material misstatement resulting from fraud is higher than for one 
resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentation, or the override of internal controls. 

 Obtain an understanding of internal controls relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the Ministry’s internal control.  

 Evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimate and related disclosures made by the Ministry.  
 

Communication with those charged with governance 

I communicate with the Accountant General regarding among other matters, the planned scope 
and timing of the audit and significant audit findings, including any significant deficiencies in 
internal control that identify during my audit.  

 
 

Eriati Tauma Manaima      

AUDITOR –GENERAL     02 September 2020   
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PART 2: SIGNIFICANT MATTERS ARISING FROM THE AUDIT OF THE 
GOVERNMENT OF KIRIBATI ANNUAL ACCOUNT FOR THE YEAR ENDED 
2018 
 

1. STATEMENT I: Balance Sheet as at December 2018 
 

 
Table 1.1. Balance Sheet as at 31 Dec 2018 (Refer to The Government of Kiribati Annual Account for the 
year ended 2018 p.12) 
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2. STATEMENT II: Statement of Receipts & Payments 

Table 2.1. Statement of receipt and payment 2018 (Refer to The Government of Kiribati Annual Account 
for the year ended 2018 p.13) 
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2.1. Recurrent Revenues and Expenditure 
 
2.1.1. Reconciliation of salaries 

The audit found that total salary (202) reported in the management report 2018 did not match 
with general ledger as per table below: 

Salaries per Management report 50,289,955.26 
Salaries per GL (Unconsolidated payroll) 49,145,640.53 
Difference 1,144,314.73 

 

2.1.2. Ministries compliance in the control of Recurrent Revenues and Expenditure. 

The audit assessed Ministries’ compliance level against relevant sections of the Public Finance 
Act, Financial Regulation and National Condition of Service that governs the execution of 
transactions in the control of revenues and expenditures reported in the Statement of Receipt & 
Payments. The result of this assessment have no effect on the presentation of the Government 
Annual Account. However, it is important to address to the attention of those charged in the 
preparation of account.  

The result of ministries assessment that rating from (High-Moderate-Low-Poor) compliance are 
reported separately in the Compliance Audit Report- Controls of Government Recurrent Revenue 
& Expenditures 2018.  

MANAGEMENT RESPONSES 
 
First of all, there is a pay-others for concern ministries normally done at the end of the financial year which 
should be included in the breakdown of salaries above. The current procedure after finalizing payroll each 
pay period then we have to download our unconsolidated reports. The unconsolidated reports capture all 
transactions that are taking place in any given pay period which include gross pay, income tax, KPF 
Contribution (Employee and Employer), allowances, overtime, leave grants and plus all deductions such as 
DBK, KPF, House Loans, Insurance and other deductions. After downloading unconsolidated reports then 
we have to post-across our payroll posting from Attache Payroll into Attache Main Accounts to record 
recurrent and project personal emolument from one pay period to another. The Attache Main Accounts 
record all government transactions that are happens on daily basis. On a monthly basis, there is a GL 
reports send to line ministries to reconcile their output accordingly. In the case of Payroll Recurrent 
Personal Emolument, the reconciliation starts with unconsolidated reports in which they reconcile their 
Personal Emolument accordingly. After reconciliation and if they find out any mismatch such as 
misallocation of cost centre, wrong output charged such temporary or salary, no budget provision. They 
will raise their JV for any adjustments for Personal Emolument and send it to Treasury for processing and 
amending GL posting. After their monthly reconciliation, they need to contact Salary unit to adjust wrong 
cost centre, wrong output and misallocation of pay. The payroll posting that was initially posted into 
Attache Main Accounts can be adjusted or amended after ministry reconciliation by Senior Accountants 
which submitted in the form of Journal Voucher (JV). The unreconciled variance which is stated above is 
actually the adjusted value of total salaries after each ministry reconcile their salary expenditure from time 
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to time. As a way forward, we will continue to encourage line ministry to contact Salary as well for any 
adjustment related to Personal Emolument and not only Special Unit which post JV for adjustments. 
 
2.2. Other Expenditures 

 
2.2.1. Local Contribution to Development Funds 

Our audit found $24.7million wrongly recorded as revenue for the Copra Price Scheme under the 
Development Fund. 

Recommendations: 
MFED should provide explanation and supporting documents to justify the above audit issue. 
 
MANAGEMENT RESPONSES 
 

2.2 Other Expenditures 

2.2.1 Local Contribution to Development Funds 

 Agreed with your findings of misallocations under the “N” but in general the warranted amount 
under the Copra Price Scheme is monitored and it is within the approved budgeted amount of 
$31.1M. Moreover, the misallocated amount of $24.7 m is meant for various projects as disclosed 
in the table below. 



11 | P a g e  A U D I T O R  G E N E R A L ’ S  R E P O R T   A U G - S E P  2 0 2 0  
 

 

Known Details Description Payment No.1 Payment No.2 Payment No.3 Total Total Payments Notes
From No.1 to No.4 31,100,000     8,883,398       32,385,761     72,369,159                  
Less:
Correct Posting GL
N2502I001160 Copra Price Scheme 31,100,000     31,100,000                  okay
N1603I102160 Outer Island Council Survey 50,000             50,000                          okay
N2501G005160 Archival and Storage Facility 45,000             45,000                          okay
N2504A051160 SOE Reform Programme 150,000           150,000                        okay
N2504A051160 Development Partners Forum 94,823             94,823                          okay
N2502I092160 Updating Annual training on 17,000             17,000                          okay
N2506I030160 Demographic Helath Survey 40,000             40,000                          okay
N21042917160 Observer Project Fund 1,000,000        1,000,000                     okay
N2204C057160 Local referral 1,074,831        1,074,831                     okay
N2204C056160 Medical Overseas referral 4,249,545        4,249,545                     okay
N2201E214160 Health Specialist 253,823           253,823                        okay
N2204G034160 Directly Observer treatment 138,570           138,570                        okay
N2401E039160 Support to Kiribati Aviation 40,000             40,000                          okay
N2102I094160 Support to Fisheries 500,000           500,000                        okay
N2502I001160 Copra Price Scheme 24,732,169     24,732,169                  Wrong Posting GL
N25021068160 FMIS 3,100,000        3,100,000                     okay
N2404I057160 Embraer Aircraft 5,783,398        5,783,398                     okay
Total Amount Allocated 31,100,000     8,883,398       32,385,761     72,369,159                  

Wrong Posting GL
N2502I001160 Copra Price Scheme 24,732,169     
Less: Detailed summary of corrections
Unposted LCDF projects under N's

BPA Kiritimati Island AM Transmitter 76,000             
Power Supply in Xmas 748,954           
Overseas Scholarhip 2,852,460        
Student Loan Scheme 1,571,460        
Primary School Teacher Training 103,109           
Kiribati Road Rehabilitation 700,000           
Support to Nippon Causeway 246,167           
Social Stability Fund 500,000           
Commonwealth Games 75,000             
National Women Expo 50,000             
Construction of National Sport Stadium 1,850,000        
Upgrading of Cabinet Facilitites 95,774             
Local Training 100,000           
Overseas Training 213,245           
Overseas Short Term Training 150,000           
Review of Public Service pay scales 400,000           
Embraer AirCraft 15,000,000     

24,732,169     

Budget 2018 Budget Supple No.1 Supple No.2 Supple No.3 Revised Budget Actual
LCDF 49,260,597.00                                             400,000           6,032,352       16,676,210     72,369,159                  72,369,159          

2018 LCDF Payments from No.1 to No. 4 with Allocations
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3. STATEMENT III & IV: Comparative of recurrent expenditure & revenue against 
estimate by sub head as at 31 Dec 2018  

 
The Audit Reports on the recurrent revenue and expenditures for Ministries are reported 
separately under the Compliance Audit Report- Controls of Government Recurrent Revenue & 
Expenditures 2018 (PART I). Statement III & IV (Refer to the Kiribati Government Annual Account for 
year ended 31 December 2018, p. 14-22) 

4. STATEMENT V: Special Funds and Other Funds  

 

Table 4.1. Special fund balances as at 31 Dec 2018 (Refer to the Government of Kiribati Annual Account 
for the year ended 2018, p.23) 
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4.1. Special funds 
Our audit found no evidence to confirm that these special funds are regularly reconciled. 
 
Recommendation: 
Line Ministry that controls the special fund should reconcile the balances against the Ministry of 
Finance records to ensure that all revenues and expenditures are properly recorded.  

 
MANAGEMENT RESPONSES 
 

 Currently, Special Funds are normally accounted for under the “F”, moreover “F” codes 
recognize and stand for all Government Special Funds. So, when funds are received or paid out 
from these special funds, the actual cash is deposited and charged to the No.1 Bank. 

 Actually, Special funds are reconciled and therefore we disagree with of your finding that there 
is no reconciliation made between MFED and the concerned Ministry.  
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5. STATEMENT VI & XVIII: Cash at Bank & on Hand & Remittances account  

 

Table 5.1 Cash at bank and hand 2018 (Refer to the Kiribati Government Annual Account for year ended 
December 2018, p. 24) 

In line with FR16.13, an officer operating a Government bank account shall reconcile his cash 
book with a bank statement at the close of each month. The audit approach to all Government 
cash accounts relies heavily on the correctness of the bank reconciliation.  

5.1. Government No.1 Bank Account 
 Our audit found no evidence to confirm that the Government No. 1 Bank Account is done 

in a timely manner (monthly) as required under FR16.13. 



15 | P a g e  A U D I T O R  G E N E R A L ’ S  R E P O R T   A U G - S E P  2 0 2 0  
 

 Issue found upon review of the bank reconciliation statement as at 31 Dec 2018 – which 
could have been avoided when reconciliation is done on a timely basis includes:  
 $277,731.14 total unpresented deposits relating to 2010-2011 (over 7 years) 
 $411,257 total unpresented deposits relating to 2013-2017 
 $59,258 total unpresented cheques relating to 2010-2011 (over 7 years) 
 $757,895 total unpresented cheques relating to 2012-2017 
 $1,390 total miss posted bank charges relating to transactive banking in 2017 

 
MANAGEMENT RESPONSES 

 
 Totally agreed with the Audit findings and the reconciliation required for these pro-longed deposits 

and cheque payments will be made and properly adjusted in the 2020 Annual Account. 
 Our working papers for our adjustments are always available and can be provided separately for 

verification when required. 
 Bank Charges for Transactive payments, as confirmed to be a mis – posting, will be adjusted also in 

the 2020 Annual Account  
 
5.2. Government No. 4 account 
Upon review of No.4 account the audit noted the followings: 

 $749.80 total unpresented deposits with the Bank relating to 2010-2011 (over 7 years) 
 $88,383.90 total unpresented deposits relating to 2013-2017 
 $16,395 total outstanding cheques relating to 2010-2011 
 $164,776 total outstanding cheques relating to 2013-2017 
 $215,330 an outstanding transactive payment in 2017  

 
MANAGEMENT RESPONSES 
 

 Totally agreed with the Audit findings and a proper reconciliation required for these pro-longed 
deposits and cheque payments will be reflected in the 2020 Government Annual Account. 

 Working papers on these adjustments will be provided separately for further verification purposes 
when required. 

 The transactive payment of $215,330 confirmed a double posting and adjustment can be traced or 
sighted in the 2019 Annual Account. 

 
5.3. Government No.5 account 

The review of account shows the following issues: 
 The reported balance for the No.5 continues to show the negative balance in 2018 
 $18,444.92 total outstanding cheques with the Bank relating to 2017 
 $5,917.47 total stale cheques in 2018 
 Custom division revenue is not deposited on a daily basis 
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MANAGEMENT RESPONSES 
 

 Bank Statements, hard and soft copies for No.5 account are available and can be produced to your 
staff. 

 These stale cheques are normally recorded, safely kept and can be sighted. 
 At the end of each year, the purchase of high value items is a common practice by most Government 

Ministries just to make use of their remaining budget provisions. This has therefore resulted in 
reporting a substantial value of unpresented cheques, particularly in November and December, of 
more than $600K. However, most of these cheques appeared in the 2020 Bank statements. 

 The Treasury, MFED will work with MLIPD account to eliminate this kind of issue this year, by advising 
all cashiers to deposit their collections on a daily basis.      

 
5.4. Government No.6 account 

The audit found that the No.6 account had not been active in the last three years 2016 to 2018 
while the balance was deducted by $10 bank charges every month.  
 
MANAGEMENT RESPONSES 
 

 This account had been closed and the remaining balance was transferred to the Kiribati Government 
No.1 account and allocated to the Government Unidentified credit and adjustment will be made to the 
sundry revenue this year,2020. 

 Please refer to the 2019 Government Annual Account for information and verification. 
 
 
RECOMMENDATIONS: 
 
General recommendations are listed below for the No.1, No.4, No.5 & No.6:  
 
The audit strongly recommends: 

 Bank reconciliation should be done on a regular basis and the evidence of 
reconciliation performed should be kept for future references. (No.1, No.4, No.5 & 
No.6) 

 To write off any pro-longed deposits and cheques of more than 7 years. 2 (No.1 & No.4 
and No. 5 accounts) 

 To regularly review and follow up deposits of more than a month and not yet appear 
with the bank. (No.1 & No.4, No. 5 accounts) 

 To confirm with the bank on the validity period of as normally the bank did not allow 
cheques of more than 6 months to be cashed.  (No.1, No.4 & No.5 accounts) 

 To review overseas transfer bank fees. (No.1 & No.4) 

 
2 FR section 2.2.5 (2) The original copies of vouchers, used receipts, abstracts and cash accounts and subsidiary 
journals and records held in the Accounting Division and Post Office headquarters must be preserved for a minimum 
period of seven years. 
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 To cancel a payment under transactive No.4 amounted $215,330  
 MFED should consider the need of No.6 account, if not needed should be closed to 

avoid charges and the balance can be transferred to any active government accounts.  

5.5. Government Interest Bearing Deposits (IBD) with ANZ Bank (Kiribati) Ltd 
Upon review of government’s IBDs with ANZ we found; 

 IBD balance reported in the Annual Account 2018 is less than the balance as per 
confirmed by the Bank in the amount of $1,219,950.78 

 
Recommendations: 

 MFED should correct the balance of IBD account reported in the account 
 MFED should maintain a separately IBD schedule for each government IBD account 

(total IBD is 8) that would show the record of interest income or withdrawal on a 
monthly basis and account them accordingly 
 
 

MANAGEMENT RESPONSES 
 

 Regarding the Interest earned, the Ministry takes on board the Audit recommendation and to adhere 
to it this year, hence the accumulated interests will be disclosed and accounted for according to its 
maturity dates and will reflected in the 2020 Government Annual Account.  

 The Ministry will work on such variances and to make adjustment in 2020. 
 The Ministry will ensure that its’ IBDs, including interest, posted in the General Ledger are matched 

with the Bank balance. This will be fully reflected in the 2020 Government Annual Account. 
 

5.6. KPF Clearing account 
The audit concerns that any account continues to disclose nil balance is considered inactive 
and no longer needed in the balance sheet.  
 
Recommendations: 
MFED should get rid of the KPF clearing account as per recommended in earlier reports and 
not to be shown in future accounts.  
MANAGEMENT RESPONSES 
 

 Treasury will ensure that the KPF Clearing Account continues to display a zero balance. This will be 
reflected in the 2020 Annual Account. 

 
5.7. Kiribati High Commission 

 
Upon review of KHC bank account these issues are noted: 

 There is no evidence of bank reconciliation been performed  
 The Kiribati High Com bank balance reported in the Annual Account 2018 is less than the 

cash book (audited) balance provided by the High Commission in the amount of $234,063 
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 $35,854.09 total overdue cheques relating to prior years  
 
Recommendations: 
KHC bank account should be reconciled on a monthly basis and; 

 The review and check of bank reconciliation should be enforced by the management 
as this is part of a good control over cash 

 MFED need to up to date the posting of KHC bank account transactions to the system  
 

MANAGEMENT RESPONSES 
 
KHC Bank Reconciliation 

 It has been agreed during the PAC meeting on the 2017 Audit report, conducted at KHC office 
in Fiji in 2019 that this issue will be addressed in 2019 given that the 2018 annual account had 
been completed. The Bank reconciliation cut off year has been agreed also during the meeting 
that it should be from 2016 but due to the Covid19 pandemic, this activity cannot be achieved.  

 As a way forward the management is now planning to carry out the work with KHC SA once 
the flight schedule back to normal.  

 The timeframe cannot be finalized as the pandemic continuously spreads; it will be targeted 
to be done in 2020 but if it is practically possible. 

 

5.8. Taipei Mission 
 

5.8.1. Taipei Bank account 

Upon review the following issues are noted: 

 The Taipei bank account reported a negative bank balance (overdraft) at the end of 2018 
 The division concern is unable to provide the cash book for the year ended 2018 during 

the audit  
 

5.8.2. Taipei Mission Petty Cash 

The audit found that Petty cash was reported as a negative balance of $9,670 instead of a positive 
in 2018. This is not realistic meaning that petty cash is overpaid.  
 

Recommendations 
 Accounting documents should be kept for at least 7 years for future auditing purposes 

and others.  
 MFED needs to ensure that the reimbursement of petty cash should be reviewed and 

checked by the responsible officer prior payment is made  
 
MANAGEMENT RESPONSES 
 

4.8.1. Taipei Bank account: 
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 Agree with the comments. 
 The management will try to work on the recommendations this year.  
4.8.2 Taipei Mission Petty Cash: 

 Agree with the comment. 
 The management also confirmed that there is no regular reconciliation made by the 

responsible officer.  
 As a way forward – the management will try to work on these misallocations this year and 

report on the progress in 2020 if it is possible given that this office is no longer exist. 
 

5.9. New York Mission  
 

5.9.1. New York control weaknesses over Cash at Bank 
 The audit found that Cheque is not countersigned (signed by only one signatory)  
 The chauffer is allowed to do transport related expenses by using the EFTPOS banking 

system 
 There is no policy on the use of currency other than Australian dollars for offices 

established outside Kiribati for the purpose of making payments and reporting to cash 
book. Without a policy the audit cannot verify allowances and other expenditures 
using a conversion fixed rate of 0.77 

 
Recommendations 

 FR 16.6. states that Cheque should be countersigned by two signatories one of whom 
shall be the officer responsible to operate the account. 

 The accountable officer is required under FR section 6.3 to take precautions in the use 
and custody of cash and EFTPOS Card. 

 
 
MANAGEMENT RESPONSES 
 

 It is way beyond our capability, but management suggest if transactive payment can be implemented 
at NY Mission. That is, to explore ways for the KMNY to raise and approve PV via the Transactive 
payment to enable MFA to counter signing of checks to be drawn by KMNY.  

 Agreed with the comment, further investigation to be carried out on this, is highly recommended. 
 To address this issue there is a need for these missions to report both on Foreign and AUD currencies. 

Their database needs to be modified to capture this requirement. To make this happen, we will ask the 
implementing TA to upgrade their database and send over to them including the manual on the new 
reporting system once it is completed. It will be targeted to be done this year, 2020. 

 
 

5.10. EPOS Outer Island 
The audit found only two adjustment transactions made at the end of the year hence this shows 
that no bank reconciliation of account on a monthly basis.  
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Recommendations 
The bank reconciliation should be done on a monthly basis and the review of transactions should 
be reflected on a GL instead of only two transactions made at the end of the year.  
 

MANAGEMENT RESPONSES 
 

 The MFED confirms that no monthly reconciliation carried out on EFTPOS Account due to the following 
reason: 

 The position abolished a few years back however a new submission for such position has been 
completed awaiting approval of the Establishment Register for the year 2020. Since the 
position abolished it remained unclear of whom to shoulder extra tasks.  

 It is believed that upon the existence of such position, a proper reconciliation on EFTPOS Account is no 
longer a problem. 

 
5.11. State Street Cash Trust (SSCT) 
Upon review of the account the following issues are noted: 

 The audit is not able to confirm the calculated net income of $1.8 million because is not 
reflected under interest earned income.  

 There is no evidence of investment schedule prepared from bank statements received 
on a monthly basis.  

 
Recommendations 
MFED needs to maintain a schedule to ensure all details like interest income and expenses are 
correctly calculated on a monthly basis and entered in the system accordingly 

 
MANAGEMENT RESPONSES 

 Totally agreed with your recommendation and will account its interest as scheduled to a monthly basis 
this year,2020. 

5.12. OUTER ISLAND STATE FUNDS- (M0032) 
 

In selecting some island state funds for auditing the following issues are noted:   
 
5.12.1. The audit found a difference between the schedule and GL as shown in the table below: 

 

code 
2018 
Schedule 

2018 GL 
(exclude open 

bal) Variance 
M0032000003A -$38,378.75 -40,093.34 -$1,714.59 
M0032000005A -$10,214.94 25,568.20 $35,783.14 
M0032000006A $39,854.52 16,508.52 -$23,346.00 
M0032000007A -$9,435.01 -5,660.01 $3,775.00 
M0032000008A       73,411.64  31,715.47 -$41,696.17 
M0032000013A -$5,271.85 -8,271.85 -$3,000.00 
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M0032000019A -$6,310.48 -143,978.28 -$137,667.80 
M0032000023A -149,613.83 1,396.17 $151,010.00 
M0032000022A     110,972.00  1,552,742 $1,441,770.46 

 
5.12.2. Kuria state fund returns for Jan 2018 is not posted in the system consisting of total 

receipts $144,726.34 and total payments of $147,249.35  
5.12.3. The audit found a huge difference of $1.6 million between the cash book and GL for 

Teraina sate fund in January 2018  
 
Recommendations 
 

 MFED needs to review the schedule against GL balances of Island State fund as per 
above table and to correct the variances accordingly  

 Kuria state Fund returns for Jan 2018 should be posted in the system.  
 MFED should provide supporting evidence for the breakdown of payment of $1.6 

million to Teraina -State Fund for January $2018  
 

MANAGEMENT RESPONSES 
 

Differences between schedule and GL 

 To avoid such repetitive problem in the future, the MFED has made changes to its posting 
entries whereby the opening and closing balances would be posted as they were. Prior Years’ 
Account did account for the variance between the opening and closing balances instead. 

Kuria State Fund 

 It is obvious to find that January State Fund Account has not posted into the Attaché system. 
As a way forward, the MFED will look into the matter and make adjustment if necessary. This 
will be accounted for this year, 2020.    

Teraina/Washington State Fund 

 The MFED will look into this matter and make adjustment if necessary. This will be accounted 
for this year, 2020.    
 

5.13. CASH IN TRANSIT (M0033- Refer to the Government of Kiribati Annual Account 2018, 
p.25-26) 

 

Upon review of Cash in Transit account for year ended 2018 the audit noted the followings: 

5.13.1. Irregularities found in remittance balances  
 $3.6 million total outstanding balance carried down from previous years’ account without 

returns from the Kiribati High Commission to justify the use of remittances 
 $410,378.27 total outstanding RBC for outer islands without supporting returns  
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Recommendations 
 MFED should provide explanation and supporting on the outstanding balance of $3.6 

million for Kiribati High Commission  
 MFED has to ensure that RBC are properly posted to their correct code in the system  

 
MANAGEMENT RESPONSES 

 
The MFED agrees with such comment and will try to minimise the posting error in the future annual 
report.  
 

6. STATEMENT VII: Advances from the Consolidated Fund  

 
Table 6.1. Advances from the Consolidated fund (Source: The Government of Kiribati Annual Account 
for the year ended 2018) 

 
6.1. Standing Imprest (L200A) 
FR section 12.9 states that imprest shall be retired before the last day of financial year.  
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From a review of account, the audit found the following issues: 
 Imprest is not retired in a timely manner as indicated by a huge balance of $5.3 million 

reported in 2018 
 $4.7 million total imprest relating to previous years and total $581k imprest in 2018 

 
Recommendations 
MFED should consider clearing the outstanding imprests of over 7 years in the account and to 
correctly reflect the balance of current imprests in future account. 
 
6.2. Salary & personal advance (L100) 
The review of account shows the following issues: 

 $1.8 million total salary advance for government employees in which recovery is not 
deducted from their salaries in 2018 

 An issue of double advance accounts continues to exist in 2018 
 $737,842 is an outstanding advance that still reported in 2018 and the owner of the 

account has been confirmed death 
 

6.3. Sundry Advances  
From a review of account, the audit noted these issues: 

 The audit found that sundry advances is reported as a negative balance in the amount 
of $96,082  

 $844,600 total negative balance brought down from prior years for loan repayment 
arrears (code K0048). This balance has a great impact on the overall negative total for 
sundry advances.  

 
Recommendations 

 A control over sundry advances should be in place to avoid double entries of advances 
in the system.  

 The negative balance as per shown in the account should be thoroughly checked and 
corrected as the nature of sundry advance account is an asset  

 MFED should review the advances account and to write off any advances that could 
not be recovered due to death etc. and advances of more than 7 years 

 

MANAGEMENT RESPONSES 

5.1.  Standing Imprest (L200) 

 List of standing imprest is available and ready for the audit for verification. In addition, MFED agrees 
that outstanding imprest of over 7 years should be written off. 

 However, MFED have come up with three resolutions in order to minimize and reduce the level of 
outstanding standing imprest (L200).  Firstly, is to improve the Database on Standing imprest for 
efficient and effective reconciliation on outstanding imprest and secondly, to strongly monitor the 
outstanding imprest on a monthly basis. 
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5.2. Salary & Personal Advance (L100) 

 According to the Audit report the Auditor General show his concern on the double advance account 
that exist in 2018, so in order to address the issue MFEP will prioritize the matter by reconciling the 
advance account and eliminate accounts that are accounted for twice.  

 In addition, the Salary & Personal Advance (L100), MFED recommends to abolish Salary Advance from 
NCS as Salary Advance has been an extra burden to the salary and mostly the high risk of unrecovered 
advances. 

5.3.  Sundry Advances 

5.3.1. Sundry Advance (K0048) 

 MFEP will focus on the sundry advance (KOO48) by reconciling accounts that are double 
accounted and show negative balances.  And we will write off balances, which are not properly 
supported. 
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7. STATEMENT VIII: Deposit into the Consolidated Fund  

 

Table 7.1. Deposit into the Consolidated Fund (Refer to the Government of Kiribati Annual Account for 
the year ended 2018 p.28) 

2.1. Bank Agency Arrangement 
The audit found that Bank Agency Arrangement account is not reconciled on a monthly basis  

2.2. Telmo  
For a review of Telmo account the audit found the following issues: 

 Differences between the State Fund Database and GL balances as follow: 

Telmo Database GL Variance 
L0053 8,449,165.92 9,588,469 1,139,303.44 
L0052 10,337,233.39 14,332,009 3,994,775.61 
L0051 123,005.82 98,511 24,494.82 
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 The above differences show that reconciliation of account is not performed in a timely 

manner 

Recommendations 
MFED should regularly reconcile deposits accounts i.e. Bank Agency and Telmo account on a 
monthly basis to ensure the balance is correct at the end of the year. 
 
MANAGEMENT RESPONSES 

6.1. Bank Agency Arrangement 

 The MFED agrees with such comment and will try to improve during 2020 – making arrangement to 
reconcile Bank Agency account.  

6.2. Telmo 

 The MFED agrees with such comment and will try to improve it in 2020 – making arrangement to 
reconcile Telmo account.  

 

8. STATEMENT IX: Contingent Liabilities  
In accordance with CAP 79 Part VI Sec 40 (ix) the Accountant General is also required to transmit 
a statement of Contingent Liabilities showing the Financial Position at the end of each financial 
year.  

 

 (Refer to The Government of Kiribati Annual Account for the year ended 2018 p.30)  
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9. STATEMENT X: Investment  
Section 40 (x) of CAP 79 requires a statement of investments showing the funds on behalf of 
which such investments have been made.  

 

(Refer to The Government of Kiribati Annual Account for the year ended 2018 p.31)  
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10. STATEMENT XI: Outstanding Loans made from the Consolidated Fund 
Section 40 (xi) of CAP 79 requires disclosure of a statement of outstanding loans made from the 
Consolidated Fund by annual and aggregate receipts and payments.  

 

(Refer to The Government of Kiribati Annual Account for the year ended 2018 p.32)  
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11. STATEMENT XII: Public Debts  
Section 39 (1) (xii) of Cap 79 requires a statement showing the financial position of the Public 
Debt.  

 

Opening balance reported in 2018 $52,533,685 

Less 2018 Repayments                        $1,721,853 

Closing balance in 2018                     $ 51,445,198 

(Refer to The Government of Kiribati Annual Account for the year ended 2018, p. 33) 

12. STATEMENT XIII: Arrears of Revenue  
The submission of a statement of arrears of revenue is a requirement under CAP 79, section 
40 (xiii). FR Section 4.35 states that all accountable officers who are responsible for the 
collection of revenue shall submit to the Accountant General, with a copy to the Auditor 
General, not later than 31st January in each year a return of arrears of revenue. (Refer to The 
Government of Kiribati Annual Account for the year ended 2018, p. 34) 

Audit Finding: 

Out of 23 ministries only one Ministry – Te Maneaba ni Maungatabu reports its arrears of revenue 
total $1,000 for being the rental of restaurant in 2018.  

Recommendations 
A strict enforcement on the report and submission of arrears of revenue should be practiced by 
MFED to concern line ministries as in line to FR section 4.35 

 
MANAGEMENT RESPONSES 
 

 This concern stated by Audit Office is well noted. However, the control of Arrears of Revenue falls 
within the mandate of SROs in line ministry. As a way forward, we will design their Database to strictly 
monitor their arrears of revenue. From 2020, Accountant General will closely monitor and work with 
Senior Accountant in line ministries to reconcile their arrears of revenue. 
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13. STATEMENT XV: Balances on Development Fund by Donor  
 

SUMMARY OF DEVELOPMENT FUND TOTAL BALANCES BY DONORS AS OF DEC 2018 

 

(Figures extracted from The Government of Kiribati Annual Account for year ended 31 December 2018, p. 
35-45) 

 

 

 

 

 

 

 

Project Donors Revenue 'N**' Warrant Expenditure 'H**' Balance
AusAid 3,840,150.00 5,454,520.00 2,195,932.00 3,258,587.00
CFTC 12,525.00 12,525.00 10,048.00 2,477.00
EU 21,600.00 290,744.00 150,826.00 139,918.00
FFA 11,964.00 4,337.00 7,627.00
FORUM 89,905.00 128,863.00 82,730.00 46,134.00
GOK 86,442,150.00 46,793,703.00 41,673,114.00 5,120,589.00
GOK Revolving Fund 372,817.00 781,500.00 682,093.00 99,407.00
India 381,075.00 877,409.00 807,098.00 70,311.00
Italy 623,740.00 722,666.00 235,312.00 487,355.00
Japan 189,244.00 235,120.00 109,406.00 125,714.00
Korea 186,677.00 165,859.00 20,818.00
ANZAID 3,038,030.00 5,188,471.00 3,867,595.00 1,320,876.00
Others 3,487,375.00 4,315,225.00 3,510,968.00 804,256.00
SPC 233,761.00 401,929.00 344,411.00 57,519.00
SPREP 21,498.00 57,679.00 30,618.00 27,061.00
Taiwan 4,407,847.00 5,955,312.00 3,056,092.00 2,899,221.00
UN Women 186,067.00 277,528.00 177,510.00 100,018.00
UNDP 371,128.00 710,592.00 730,715.00 -20,122.00
UNEP 218,537.00 540,353.00 302,006.00 238,346.00
UNFPA 789,261.00 1,000,384.00 667,333.00 333,051.00
UNICEF 395,398.00 666,070.00 563,615.00 102,455.00
WHO 149,309.00 190,775.00 155,051.00 35,724.00
World Bank 0.00 0.00 40.00 -40.00
GRAND TOTAL 105,271,417.00 74,800,009.00 59,522,709.00 15,277,302.00
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14. STATEMENT XVI: Balances on Suspense account  
 

Opening Balance    $10,024,955.41 

Add Inactive Account-written off      $2,013,114.43 

Closing Balance as at 2018  12,038,069.84 

 

The closing balance of suspense account as at December 2018 is $12,038,069.84 increased by 
$2,013,114.43 compared to 2017 account (Refer to the Government of Kiribati Annual Account 
for year ended 31 December 2018, p. 46.) 

15. STATEMENT XVII: Unauthorized Expenditures 
In line to FR section 9.4, any officer allowing or directing any disbursement without proper 
authority will be held personally responsible and in the event of any unauthorized payment 
being made the amount may be surcharged against him. 

Audit Findings 

The audit noted that unauthorized expenditures still reported in 2018 account in the amount of 
$179,058. ((Refer to The Government of Kiribati Annual Account for the year ended 2018, p. 33) 

Recommendations 
Ministry concerns having unauthorized payments should provide justification for the over 
spending and MFED should strictly monitor the disbursement of payments to ministries.  
 
 
MANAGEMENT RESPONSES  

 
 Management agreed that there were unauthorised expenditures disclosed in the 2018 Annual Account 

report, categorised as expenditures for operational purposes. It is also reported that improvements 
have been made during the past years, as evidenced by previous Annual Account reports. 

 Treasury has now setting a target, that by the financial year 2021, unauthorised expenditures will no 
longer be disclosed, unless the overall consequences considered are very critical and necessarily 
required.  

In order to achieve this target, further improvements to the system already in place has been taken into 
consideration, to ensure that the Treasury together with Account sections in Line Ministries have such 
excellent controlling systems. 
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16. STATEMENT XIX: Revenue Equalization Reserve Fund & Cash Trust 

 

 

Table 14.1. RERF balances as at 2018 ((Refer to The Government of Kiribati Annual Account for the year 
ended 2018 p. 48) 

Revenue Equalization Reserve Fund (RERF) was established in 1956 and capitalized using mining 
royalties. Under a conservative policy, the fund’s asset grew steadily until 1979 when phosphate 
deposits were exhausted. Until recently, conservative policies have protected the RERF. Since 
independence Governments have generally been reluctant to draw on the RERF, preferring to 
accumulate funds against an uncertain future.  
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17. Losses of Public Funds and Stores  
2.1. Losses of Public Funds & Stores by Ministry for years 2003- 20183 

 

The account is not forming part of the Annual Account but is for information that is worth 
reporting to ensure that government assets are properly maintained and safeguarded.  

17.1. Board of Survey(BOS) 
FR 18.1 states that Boards of Survey will be held after the close of business on the last working 
day of each financial year and before the opening day of business on the first day of the new 
financial year. 
 
Upon review of 2018 BOS, the audit noted the following issues: 

 The Board of Survey is not conducted in a timely manner 
 Board of Survey reports are not submitted on time to the audit office 

 
Recommendations: 

 BOS should be conducted on a timely manner as in accordance to FR 18.1 
 Management must ensure that Board of Survey reports were submitted to the 

relevant office for timely actions. 

MANAGEMENT RESPONSES 
 
 NO RESPONSES PROVIDED 
 

 

 

 

 
3 Source extracted from Internal Audit Division, ‘Losses of Public Funds & Stores’ Register.  

Ministry Amount
MFED 366,072.65     
MFMRD 455.70              
MCTTD 56,478.11        
MWU 31,200.00        
MLHRD 5,137.50          
Judiciary 5,328.60          
KPPS 15,221.35        
MIA 58,263.19        
MHMS 87,912.88        
MOE 7,898.59          
MELAD -                    
MLIPD 2,501.23          
PSC 4,720.00          
OB 7,353.50          
Total 648,543.30     
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PART 3: THE KIRIBATI GOVERNMENT ANNUAL ACCOUNT FOR THE YEAR 
ENDED 31 DECEMBER 2018 
 
 





GOVERNMENT OF KIRIBATI
MINISTRY OF FINANCE AND ECONOMIC DEVELOPMENT

PO Box 67, Bairiki, Tarawa, REPUBLIC OF KIRIBATI

Telephone:  ++686 740 21-806                                                                           Fax:  ++686 740 21-307

File ref: Date: 30/06/2019

Mr. Eriati TaumaAuditor GeneralKiribati Audit OfficeBariki
Dear SirRe: Submission of Kiribati Government Annual account 2018In accordance with Section 39 (1) of Cap 79 Public Finance and Audit Act I am pleasedto present financial statements of the Government of Kiribati for financial year 2018.As part of this submission, Management Report, Bank reconciliation statements forGovernment Bank accounts No.1, No.4, No.5 and No.6 are also attached hereunder.
Ko bati n raba
Yours sincerely,
Mr Toromon MetuteraAccountant General

Cc: Minister, MFEDSecretary, MFED
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ACCOUNTANT GENERAL OVERVIEW
1. IntroductionThis report includes the Balance Sheet, Statements of receipts and payments, fund balances, advancesand deposits from and into the consolidated fund, public debts, and other statements as required underCap 79.The following items are excluded.
 Outstanding commitments
 Government assets i.e. buildings, roads, causeways, etc.
 Aid-in-kind
 Statutory bodies activities except Public Vehicles Utilities (PVU)
 Other Government liabilities
 Receipts & payments of separate accounts operated outside the Government accounting system.Among the statements provided in this report, the Statement of Contingent liabilities, loans fromconsolidated fund and arrears of revenue have no direct impact on the consolidated fund but they areprovided for information only.Government ministries management report (Part 1), bank reconciliation statements and cash flowstatements will form part of this report and therefore should be read in conjunction with this report.The financial year is January-December 2018.The currency used is the Australian Dollar. The abbreviations $m and $k represent millions andthousands of Australian dollars respectively. In this report “this year” or “financial year” means the year2018.

2. Highlights of the year 2018
Recurrent revenueThe total Government revenue for 2018 is $247m (including budget support), and this is roughly thesame as that of the previous year.Fishing license fees in particular has the highest collection of $170m which is almost the same as thatof the previous year. VAT is the second largest revenue earner representing about 8% of total revenuewhich is an increase of 19% compared to the previous year. Both fishing license and VAT are the mainsources of revenue to the GOK however their high volatility, in particular the fishing license, means thatthey cannot be accurately estimated during the budget preparation, and this is one main difficulty facingbudget planners and policy makers.
Budget SupportThe government of Kiribati received substantial support from various donors. This include the WorldBank ($6.6m), ADB ($3.5m), NZ ($2.5m) and Taiwan ($1m). In total the budget support comes to $13mwhich represents 5.3% of the total budget revenue for 2018. In comparison with 2017 the World Bankprovided $9.4m, ADB $6.4m, and New Zealand $2.5m –in total the amount comes to $18.3m but the ADBand New Zealand contributions were recently transferred to the No1 Account in 2018. In the actual2017 annual account report, the amount shown is only $2.7m—this is because the Treasury staff didnot know that the amounts have been deposited at the ANZ bank.
Recurrent expendituresThe Government expenditure in 2018 is $217.6m—this is a slight increase of 2% over the previousyear.  The highest spending item is the contribution to the Development Fund, known as LCDF, reaching
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$72.3m. And with respect to ministries, the two highest spending ministries are: Ministry of Education(MOE) with a total of $27m, and the Ministry of Health (MOH) with a total of $23m. The smallestministries, in terms of spending are: Leadership Commission (LC) and Public Service Commission (PSC).Actual figures are provided in Table 1 and the corresponding chart in Fig 2 below.
Table 1. Recurrent expenditure by ministry: 2018

MinistryName Original budget Revised budget Actual2018 Variance Actual2017 Y18
LCDF 49,260,597 72,369,159 72,369,159 0 61,105,430 33%
Office of TeBeretitenti 2,302,019 2,302,019 2,191,477 110,542 1,911,007 1%
Public Service Office 1,126,540 1,135,940 1,101,933 34,007 811,028 1%
Judiciary 2,242,025 2,242,025 2,172,249 69,776 1,823,089 1%
Police 9,134,191 9,534,711 9,345,696 189,015 7,324,071 4%
Public Service Commissi 293,932 339,755 340,690 -935 283,556 0%
Ministry of ForeignAffairs 2,823,496 2,823,496 2,650,766 172,730 2,192,936 1%
Ministry Internal Affairs 3,079,349 3,117,164 2,965,413 151,751 2,532,101 1%
Ministry of Environment 3,961,229 3,983,153 3,874,663 108,490 3,358,669 2%
Maneaba Ni Maungatabu 3,576,643 3,796,643 3,974,767 -178,124 3,355,933 2%
Ministry of Commerce 2,127,778 2,127,778 2,057,468 70,310 1,752,351 1%
National Audit Office 885,120 885,120 723,823 161,297 691,226 0%
Office of AttorneyGeneral 870,935 870,935 674,510 196,425 566,937 0%
Ministry of Fisheries 3,778,649 3,778,649 3,217,410 561,239 2,840,838 1%
Ministry of Health 23,647,082 23,647,082 23,517,240 129,842 19,090,869 11%
Ministry of Education 27,587,274 27,587,274 27,100,177 487,097 22,208,383 12%
Ministry of Communicatio 4,113,853 4,113,853 3,975,605 138,248 4,566,263 2%
Ministry of Finance 3,319,141 3,319,141 3,107,052 212,089 2,702,768 1%
Ministry of Women&Sport 1,891,275 1,891,275 1,836,281 54,994 1,515,672 1%
Ministry of Works 3,608,755 3,870,711 3,695,135 175,576 2,996,115 2%
Ministry of Labour 5,623,432 5,623,432 5,217,873 405,559 4,787,451 2%
Ministry of Lines and
Phoenix 4,287,820 4,287,820 3,866,085 421,735 3,699,470 2%
Debt Servicing 1,739,268 2,099,270 1,721,853 377,418 2,340,918 1%
Other Expenditures 30,918,924 34,530,572 32,604,428 1,926,144 57,012,951 15%
Ministry of Justice 3,100,396 3,156,853 3,040,289 116,564 2,748,292 1%
Leadership Commission 390,656 390,656 283,321 107,335 0 0%
Total 2018 $195,690,379.00 $223,824,486.46 $217,625,360.51 $6,199,125.95 $214,218,320.30 100%
Last year difference -3,407,040
% increase -2%
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In terms of expenditure items, the two main spending items are the LCDF and Personal
emoluments (PE). Out of the total government spending LCDF is 33% and the PE constitutes
34%.

Overspent ministries 2018
The number of overspent ministries continued to get smaller over the years and in 2018 only
two ministries registered negative budget balances. This is indeed a significant improvement
compared to previous years.

Table 2. Overspent ministries

MinistryName Original budget Revised budget Actual2018 Variance
Maneaba Ni Maungatabu 3,576,643 3,796,643 3,974,767 -178,124
Public Service Commission 293,932 339,755 340,690 -935
Total unauthorised spending 2018 -179,059
Last year total unauthorised spending for 3 ministries (PSC, MM, MOJ) in 2017 -238,839
Difference -59,780
% decrease 25%
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Fig 2. Recurrent expenditure by ministry: 2018
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Development revenueProject revenues summed up to $105.27m in 2018. This shows an increase of 24% compared to theprevious year. Sources of project revenues comes from GOK (82%), Taiwan (4%), AUSAID (4%), andNZAID (4%). Compared to last year GOK share in 2018 has increased by 27%--and this is primarily dueto the inclusion of copra price subsidy which is now treated as a development project.
Table 3 Project revenue by Donor in 2018 with comparison to 2017 figures.

Donor 2018 Revenue 2017 Revenue %oftotal18 Change %change
GOK 86,442,150 68,250,544 82% -18,191,607 -27%
Taiwan 4,407,847 5,901,655 4% 1,493,808 25%
AUSAID 3,840,150 3,844,059 4% 3,909 0%
Others 3,487,375 1,581,949 3% -1,905,426 -120%
NZAID 3,038,030 1,258,912 3% -1,779,118 -141%
UNFPA 789,261 580,782 1% -208,479 -100%
Italy 623,740 0 1% -623,740 100%
UNICEF 395,398 586,578 0% 191,180 33%
India 381,075 0 0% -381,075 100%
GOK Revolving fund 372,817 481,430 0% 108,614 23%
UNDP 371,128 272,262 0% -98,867 -100%
SPC 233,761 150,017 0% -83,744 -56%
UNEP 218,537 26,175 0% -192,362 -735%
Japan 189,244 146,663 0% -42,581 -29%
UN Women 186,067 124,850 0% -61,217 -49%
WHO 149,309 80,385 0% -68,924 -86%
FORUM 89,905 43,976 0% -45,929 -100%
EU 21,600 0 0% -21,600 100%
SPREP 21,498 21,460 0% -38 0%
CFTC 12,525 0 0% -12,525 100%
World Bank 0 14,485 0% 14,485 100%
PIFS 0 1,422,960 0% 1,422,960 100%
Total 105,271,417 84,789,143 100% -20,482,274 -24%

There are other “smaller” donors whose contributions totalled up to $3.5m (or 3% of total projectrevenue). Of this amount $2.9m is related to “Unallocated credits”. “Unallocated credit” is the sum ofproject funds received in the GOK No.4 development fund without sufficient details provided to allowcorrect coding to the relevant project codes. This is a difficult job for the Treasury staff because theylack the details or information of the incoming or project revenue monies. Most of the information arekept by the National Economic Planning Office or by the project implementation ministry ordevelopment partners themselves. There is a plan to resolve this problem in the near future.



10 | P a g e

Development expendituresProject expenditures aggregated to $59.5m in 2018—this is an increase of 17% over the previousyear’s total.Out of the project expenditures, the GOK funded projects constitutes the highest proportion (70%)followed by Taiwan (9%), then AUSAID (5%) and NZAID (3%).
Table 4 Project expenditure by donor in 2018 with 2017 comparative figures.

Donor Expenditure 2018 Expenditure 2017 % of total18 Change %change
GOK $41,673,114 $36,939,020 70.01% -$4,734,094 -13%
NZAID $3,867,595 $1,587,841 6.50% -$2,279,754 -144%
Others $3,510,968 $1,216,014 5.90% -$2,294,954 -189%
Taiwan $3,056,092 $4,774,404 5.13% $1,718,312 36%
AUSAID $2,195,932 $2,657,085 3.69% $461,153 17%
India $807,098 $698,503 1.36% -$108,595 -16%
UNDP $730,715 $539,819 1.23% -$190,895 -35%
GOK Revolving fund $682,093 $13,244 1.15% -$668,849 -5050%
UNFPA $667,333 $495,403 1.12% -$171,930 -35%
UNICEF $563,615 $545,740 0.95% -$17,876 -3%
SPC $344,411 $163,468 0.58% -$180,943 -111%
UNEP $302,006 $164,878 0.51% -$137,128 -83%
Italy $235,312 $0 0.40% -$235,312 -100%
UN Women $177,510 $182,317 0.30% $4,807 3%
Korea $165,859 $194,410 0.28% $28,551 15%
WHO $155,051 $162,827 0.26% $7,776 5%
EU $150,826 $500,510 0.25% $349,685 70%
Japan $109,406 $139,601 0.18% $30,195 22%
FORUM $82,730 $47,458 0.14% -$35,272 -74%
SPREP $30,618 $42,405 0.05% $11,787 28%
CFTC $10,048 $1,694 0.02% -$8,354 -493%
FFA $4,337 $1,242 0.01% -$3,094 -249%
World Bank $40 $18,209 0.00% $18,169 100%
Total $59,522,707 $51,086,091 $1.00 -$8,436,616 -17%

RERFThe Revenue Equalisation Reserve Fund value continues to increase reaching a total value of almost abillion in 2018. The market value of the fund held by fund managers Northern Trust and Blackrock is$466.2m and $507.2m respectively. Compared to last year there is an increase in value of 5% and 2%respectively. The government continues to exercise rigorous control over the fund managers and didnot withdraw any monies from the two investments in 2018.
State Street Cash trustThe Government cash trust account in Australia reached the total of $113.2m at the end of 2018 – thisrepresents an increase of 27% compared to the previous year’s amount. No withdrawal was made inthe year but there was an injection of $22m into the account.
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Cash at Bank and Cash equivalents
For the first time all Government of Kiribati bank accounts held by the ANZ Bank are reported
in the Balance Sheet. This includes several bank accounts whose total combined value is more
than $3m. More details are provided under Statement VI: Cash holdings statement.

3. Summary of 2018 accountIn conclusion the followings are significant advances and achievements of the Treasury Division.Sustenance of the high fishing licenseIncrease of VAT by 19%Substantial budget support from donors ($13m or 5% of the total revenue)Reduction of unauthorised spendingSignificant increase in RERF market value (5% for Northern Trust & 2% increase forBlackrock)Cash trust balance increase by 27%Showing for the first time, as part of the annual account report, some of the government orproject bank account balances which were never shown in previous reports. This amounts toover $3m.Continued computerization and automation of account systems and processes within theTreasury and account units in line ministries
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ANNUAL ACCOUNTS
STATEMENT I: BALANCE SHEET

Government of Kiribati
Balance Sheet as at 31 December 2018

Particulars Notes 2018 2017
($) ($)

ASSETS
Bank Accounts & Cash VI & XVIII 328,193,277.79 233,781,387.72
Imprest and Salary Advances VII 14,457,851.08 13,208,738.20
Other Advances VII 770,607.50 770,607.50
Investments X 985,455,417.45 954,755,833.89
Suspense Account XVI 12,038,069.84 10,024,955.41
Total Assets 1,340,915,223.66 1,212,541,522.72

LIABILITIES
Sundry Deposit VIII 848,649.99 1,011,420.73
Deceased Native Estate VIII -1,155,086.58 -1,192,546.05
Sundry Advances VII -96,082.39 -183,889.74
SAYE VIII -1,334.00 1,854.60
Salary Allotments VIII -9,949.60 -10,640.31
Telmos VIII -4,645,029.27 -4,711,437.68
Total Liabilities -5,058,831.85 -5,085,238.45

Net Asset 1,335,856,391.81 1,207,456,284.27

Represented by:

Government Fund V 1,243,895,751.53 1,149,225,346.98
Add: Consolidated fund excess receipts 46,211,931.18 24,527,885.72

Development fund excess receipts 45,748,709.10 33,703,051.57
Total Equity 1,335,856,391.81 1,207,456,284.27
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STATEMENT II: STATEMENT OF RECEIPTS AND PAYMENTS BY HEADS1

Government of Kiribati
Statement of Receipts and Payments as at 31 December 2018

Recurrent Actual Revenue Actual Expenditure Net Balance
$ $ $

LCDF $0.00 $72,369,159.00 -$72,369,159.00
Office of TeBeretitenti $390.50 $2,191,476.81 -$2,191,086.31
Public Service Office $0.00 $1,101,932.90 -$1,101,932.90
Judiciary $464,938.25 $2,172,248.57 -$1,707,310.32
Police $110,917.06 $9,345,695.90 -$9,234,778.84
Public Service Commission $0.00 $340,689.92 -$340,689.92
Ministry of ForeignAffairs $181,851.08 $2,650,765.52 -$2,468,914.44
Ministry Internal Affairs $1,361.70 $2,965,413.34 -$2,964,051.64
Ministry of Environment $692,092.58 $3,874,663.00 -$3,182,570.42
Maneaba Ni Maungatabu $8,903.45 $3,974,767.12 -$3,965,863.67
Ministry of Commerce $106,393.22 $2,057,467.77 -$1,951,074.55
National Audit Office $28,200.00 $723,823.33 -$695,623.33
Office of AttorneyGeneral $510.00 $674,509.80 -$673,999.80
Ministry of FisheriesMarine $176,332,935.79 $3,217,410.13 $173,115,525.66
Ministry of Health $131,498.00 $23,517,240.43 -$23,385,742.43
Ministry of Education $207,848.64 $27,100,177.05 -$26,892,328.41
Ministry of Communication $2,815,410.45 $3,975,604.51 -$1,160,194.06
Ministry of Finance $81,435,697.44 $3,107,051.67 $78,328,645.77
Ministry of Women&Sport $42,098.75 $1,836,281.47 -$1,794,182.72
Ministry of Works $48,725.79 $3,695,134.51 -$3,646,408.72
Ministry of Labour $267,501.70 $5,217,872.80 -$4,950,371.10
Ministry of Lines and Phoenix $809,251.28 $3,866,084.96 -$3,056,833.68
Debt Servicing $0.00 $1,721,852.61 -$1,721,852.61
Other Expenditures $0.00 $32,604,427.65 -$32,604,427.65
Ministry of Justice $150,766.01 $3,040,289.02 -$2,889,523.01
Leadership Commission $0.00 $283,320.72 -$283,320.72

$263,837,291.69 $217,625,360.51 $46,211,931.18

Development XV 105,271,416.53 59,522,707.43 45,748,709.10
Excess of revenue over expenditure 369,108,708.22 277,148,067.94 91,960,640.28

1 This consists of ministries and major expenditure items as defined under CAP79.
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STATEMENT III & IV: Comparative Statement of Recurrent Expenditure & Revenue against Estimate by Sub Head as at 31 December 2018
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STATEMENT V: SPECIAL FUNDS AND OTHER FUNDS
Government of Kiribati

Statement of Special funds and other funds as at 31st December 2018
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STATEMENT VI&XVIII: OTHER LEDGER BALANCES & BALANCES OF REMITTANCE ACCOUNT
Government of Kiribati

Statement of Other ledger balances and balances of remittance
account 31st December 2018
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STATEMENT VII: ADVANCES FROM THE CONSOLIDATED FUND
Government of Kiribati

Statement of Advances from Consolidated fund 31st December 2018
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STATEMENT VIII: DEPOSITS INTO THE CONSOLIDATED FUND
Government of Kiribati

Statement of Deposits into the Consolidated Fund 31st December 2018
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STATEMENT VIII(a): Sundry Deposit into the Consolidated fund
Government of Kiribati

Statement of Sundry Deposit into Consolidated fund 31st December 2018
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STATEMENT IX: STATEMENT OF CONTINGENT LIABILITIES
Government of Kiribati

Statement IX: Contingent Liabilities 31 December 2018
Description 2018 Currency Details

KPF guarantee 5,411,450 AUD Under Section 10 of CAP78A (Provident Fund Act 1977), the GoK
guarantees to fund any obligations that are unable to be met by the KPF

VISA Business Card 280,000 AUD To meet the travelling requirements of Government Senior Government
Officials and Ministers

Letter of Credit 182,832 AUD Procurement facilitation - Purchase of two Automatic Dependent Surveilance
Broadcast (ADS-B) Ground Stations

Letter of Credit 1,893,000 AUD Acquisition of new (x3) 23.8m GFRP Fresh Tuna Long Liners from Weihai
Zhongfu Xigang Ship Company Ltd

IMF Prommissory Notes 20,883,635 SDR Promiisory Notes held by Kiribati for the International Monetary Fund

Callable Capital 990,000 SDR Callable Capital held by Kiribati for the International Bank for
Reconstruction and Development

Callable Capital 54,000 SDR Callable Capital held by Kiribati for the International Development
Association
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STATEMENT X: INVESTMENTS
Government of Kiribati

Statement of Investments as at 31st December 2018
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STATEMENT XI: OUTSTANDING LOANS MADE FROM THE CONSOLIDATED FUND
Government of Kiribati

Statement of Outstanding loans made from Consolidated fund 31st December 2018

Borrower Purpose and Authority Outstanding Notes
National Loans Board
(DBK)

To provide loans for agriculture and economic development.
Authority: Secretary of State Savingram No.23630/5/62 100,000 Interest free loans with indefinite period

issued in 1962

National Loans Board
(DBK)

To meet outstanding loans application. Additional provision
No.4/1988 item No.109 20,000 Interest free loans with indefinite period

issued in 1977

National Loans Board
(DBK)

Loans to small scale business and agricultural coop. Dev.Aid
project 38 20/5/71 64,000 Interest free loan payable to UK when the

project is wound up

Te Mautari Ltd Working capital. Authority: Dev Aid project 33 250,000 10% p.a interest. Repayable over 15
years from 17/8/86

KCWS Additional working capital 794,654 4% interest repayable over 15 years from
17/08/86

Air Tungaru Purchase of Trislander spare parts. Authority: Dev Aid
project No.815 &  DP 25/40 p3A are relevant 180,000 Principal and interest at 4% recoverable

over 7 years at $22,388 p.a wef 10/12/80

Air Tungaru Purchase of Trislander spare parts. Authority: Dev Aid
project No.815 &  DP 25/40 p3A are relevant 300,000 Principal and interest at 4% recoverable

over 7 years at $22,388 p.a wef 10/12/81

Housing Corporation Housing Loand Scheme. Authority: Dev Aid project No. 368
DP 34/11 F28 is relevant 100,000 5% interest loan repayable over 10 years

(with one year grace) from 11/7/81

KCWS Working capital issued in 1986 from Stabex fund.  Authority:
Cabinet minutes and Stabex Act 415,000 Interest free loan repayment at $100,000

p.a weg 16/1/89

Betio Shipyard Ltd Lending by Government fo proceeds of loan 724 KIR (SF)
from ADB. Refer to statement 894,963

Interest free loan. Repayment of principal
over 30 yrs commencing April 1995.
Cap39. Ref file DP 24/21

Public Utilities Board
On lending by Government of proceeds of loan 786 KIR (SF)
from ADB for USD700,000. See statement No. xiii. Authority:
39 ref file Dp 29/02

1,076,923 7.6% interest. Loan repayable over
15years, commencing June 1990

Public Utilities Board
On lending by Government o proceeds of loan 922 KIR( SF)
from ADB for USD890,000. Authority: Government
Borrowing and Guarantee Act Cap39 ref file DP 29/03/88

1,783,875 6.5% interest. Loan repayable over 20
years, commencing September 1992

Development Bank of
Kiribati

On lending by Government of a proceeds of loan 1039 KIR(
SF). See statement No XIII. Authority: Government
Borrowing and Guarantee Act Cap39 ref file DP 16/1/90

1,180,071 6.5% interest. Loan repayable over
12years commencing June 1984

Total 7,159,486
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STATEMENT XII: PUBLIC DEBT
Government of Kiribati

Statement of Public Debt as at 31st December 2018

Year Purpose of the Loan Original
Amount

Loan
Currency

Principal
Balance @

2017 (AUD)
2018

Repayment
Closing

Balance 2018
1985 Asian Development Bank Loan No.281 KIR (SF) equivalent US$515,729.79 for Construction of Betio/Bairiki

Causeway Principal repayment over 30 years commencing May 1987 interest free loan, with 1% service charge 515,730.00 SDR - -

1988 Asian Development Bank Loan No.724 KIR (SF) equivalent SDR 496,105.53. On lent to Betio Shipyard.Principal
repayment over 30 years commencing April 1985 interest free loan, with 1% service charge 496,105.53 SDR 295,303.59 41,313.54 253,990.05

1989 Asian Development Bank Loan No.786 KIR (SF) equivalent SDR 574,425.15, on lent to PUB foe Power Generation
Principal repayment over 30 years commencing December 1996 interest free loan, with 1% service charge 574,425.15 SDR 355,582.17 46,154.05 309,428.12

1990 Asian Development Bank Loan No.922 KIR (SF) equivalent SDR 666,970.06 on lent to PUB for Power Distribution
Principal repayment over 30 years commencing March 1999 interest free loan, with 1% service charge 666,970.06 SDR 648,273.46 60,635.03 587,638.43

1991 Asian Development Bank Loan No.1039 KIR (SF) equivalent SDR 722,000.00. As at 31/12/92 only part draw
down. On lent to Development Bank of Kiribati. Principal repayment over 30 years commencing May 2001 interest
free loan, with 1% service charge 722,000.00 SDR 595,170.52 54,288.52 540,882.00

2000 Asian Development Bank Loan No.1648 KIR (SF) for SDR 7,271,000 purpose is to finance Sanitation, Public
Health Environment project (SAPHE). Contract agreement between Kiribati Government and Original Engineering
Company signed on 24th May 2000. DF:12/01VX 7,271,000.00 SDR 11,614,999.43 427,086.03 11,187,913.40

2011 Asian Development Bank Loan No.2718 KIR (SF) for SDR 7,621,000 signed on 17 March 2011 purpose is to
support the Kiribati Road Rehabilitation project.  7 year grace period with interest of 1% during the grace period and
1.5% afterwards.  The loan will be paid over 30 years

7,621,000.00 SDR 13,990,656.81 147,592.80 13,843,064.01

2012 Asian Development Bank Loan No 2795 KIR (SF) for SDR 4.7 million purpose is for the South Tarawa Sanitation
Improvement Sector Project.  Commenced 3 May 2012. 7 year grace period with interest of 1% during the grace
period and 1.5% afterwards.  The loan will be paid over 30 years. 4,700,000.00 SDR 4,962,299.21 4,962,299.21

2014 International Cooperation and Development Fund Loan for the repair and upgrade of Bonriki International Airport.
Commenced 6 August 2014. 7 year grace period with a commitment fee of 0.75% interest and afterwards 1.5%.  The
loan will be paid over 30 years. 20,227,983.00 AUD 20,071,399.50 311,416.51 19,759,982.99

Other statutory payments -

JPY Commission 95,547.69
Bank Charges $336,737.47
Civil suites 17,812.98
Commission of enquiry (MV Butiraoi) 174,466.82
Voluntary organisations grant $8,801.17

Total Public Debts Payments 52,533,685 1,721,853 51,445,198
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STATEMENT XIII: ARREARS OF REVENUE
Government of Kiribati

Statement of Arrears of Revenue as at 31st December 2018
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STATEMENT XV: BALANCE ON DEVELOPMENT FUND BY DONOR
Government of Kiribati

Statement of Balance Development fund by Donor 31st December 2018
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STATEMENT XVI: BALANCES ON SUSPENSE ACCOUNT
Government of Kiribati

Statement of Balances on Suspense Account 31st December 2018
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STATEMENT XVII: UNAUTHORISED EXPENDITURE BY MINISTRY
Government of Kiribati

Statement of Unauthorised Expenditure by Ministry 31st December 2018
MinistryName OriginalBudget2018 RevBudget2018 Actual2018 Variance

Maneaba Ni Maungatabu $3,576,643.00 $3,796,643.00 $3,974,767.12 -$178,124.12
Public Service Commission $293,932.00 $339,755.00 $340,689.92 -$934.92
Grand Total $3,870,575.00 $4,136,398.00 $4,315,457.04 -$179,059.04
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STATEMENT XIX: REVENUE EQUALISATION RESERVE FUND AND CASH TRUST
Government of Kiribati

Statement of RERF and Cash Trust 31st December 2018
TYPES OF INVESTMENT Northern Trust State street Blackrock
BY V0060000200A V0060000203A V0060000204A
FUND MANAGERS Q4G3 Q4G4 EQUITIES
CAPITAL
OPENING MARKET VALUE 443,443,353.31 89,332,427.15 499,023,002.01
CONTRIBUTIONS 0.00 22,000,000.00 0.00
CASH REDEMPTION 809.56
ISSUE OF SHARES 5,435.35
LESS DRAWDOWNS 0.00 0.00 0.00

443,443,353.31 111,332,427.15 499,029,246.92
ADD: INCOME
Dividend Income 0.00 0.00 40,297,425.09
Interest Income 15,547,929.08 1,892,050.07 0.00
Average Gain/Loss on currency disposal 14.56 0.00 0.00
Average Currency Gain/Loss 0.00 0.00 0.00
Average Security Gain/Loss -1,879,450.72 0.00 0.00
Miscellaneous Income 0.00 0.00 0.00
Total Income 13,668,493.57 1,892,050.07 40,297,425.09

LESS: EXPENSES
Dividend withholding tax expense 0.00 0.00 0.00
Management fees 365,975.19 0.00 0.00
Custodian Fees 133,525.48 0.00 0.00
Tax Expenses 0.00 0.00 0.00
Other Fees 532.14 0.00 75,860.82
Total Expenses 500,032.81 0.00 75,860.82

Net Income 13,168,460.76 1,892,050.07 40,221,564.27

ADD: CLOSING UNREALIZED APP/DEP 3,428,023.96 0.00 -4,678,771.04
LESS: OPENING UNREALIZED APP/DEP -5,977,441.47 0.00 27,384,998.38

Net Gain/Loss on Unrealized APP/DEP 9,408,420.71 0.00 -32,063,769.42

CLOSING MARKET VALUE $   466,020,234.78 $  113,224,477.22 $  507,187,041.77

ASSETS
EQUITIES: AUS EQ INDEX AU6BGL00058 12741865.13
EQUITIES: INT EQ INDEX AU60BGL011049 494445176.6
FIXED INCOME/BONDS 458402145.9
SHORT TERM INVESTMENT 113,208,865.73
CASH EQUIVALENTS 658373.78 9,191.05
CASH/RECEIVABLES/PAYABLES 6,959,715.06 6,420.44
TOTAL NET ASSETS AT MARKET $   466,020,234.78 $  113,224,477.22 $  507,187,041.77
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STATEMENT XX: CASH FLOW STATEMENT
Government of Kiribati

Statement of cash flow 31st December 2018
Cash Flow from Operating Activities 2018 2017

$ $
Net Receipts 91,960,640 58,230,937
Add: Changes in Balance sheet items
Suspense Account -2,013,114 -5,142,983
Other Advances 0 59,764
Sundry Advances -87,807 -51,285
Imprest and Salary Advances -1,249,113 -670,104
Sundry Deposit 162,771 -11,086,461
Telmos Received -66,408 15,916,781
Deceased Native Estate (DNE) -37,459 -60,856
SAYE 3,189 -17,046
Salary Allotments -691 -10,977
Cash received from Operating activities 88,672,006 57,167,770

Cash Flow from Investing Activities
Net proceed in Investment (Northern Trust & BlackRock) 30,549,418 74,561,389
Net Purchase of investment -61,249,002 -90,995,700
Cash used in Investing activities -30,699,584 -16,434,311

Cash Flow from Financing Activities
Net Cash received/(used) from Government Fund 36,439,467 77,973,392

Cash provided from Financing 36,439,467 77,973,392
Increase/(Decrease) in Cash 94,411,890 118,706,851
Cash and cash equivalent at 1 January 233,781,388 115,074,537
Cash at end of December 328,193,277 233,781,387


	FINAL REPORT REVISED 02.09.20-AG reviewed.pdf (p.1-35)
	to print1.pdf (p.36)
	Annual account2018.pdf (p.37-86)
	Covering letter.pdf (p.1)
	ANNUAL REPORT 2018 final.pdf (p.2-50)


