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REPORT 0F THE AUDITOR GENERAL ON THE ACCOLW TS OF
KIRIBATI COPRA M ILL COA/HLYNY LIAIITED
FOR THE YEAR ENDED 31't DECEM BER 2008

EXECIJTIS'E SUM M ARY

Findings:

* The Kiribati Copra M ill Co. Ltd. shon's a dram atic fall in its profit for 2008 uhen

compared to 2007. (paragraph 2. 1 )
* Sale has decrcased b)' 16.710 é, to $3,3 million as uell as the gross prot'it b)' 40.2 1% to

$0.9 million. (paragraph 2. 1 )

* The Return On lm'estment was decreased b) 2. 1 0% (paragraph 2. 1 )

@ Kiribati Copra szfill Co. Ltd. had a sound liquiditô' ratie of 6. 1 1 : 1 . (paragraph 2.2)

@ Outstanding staff adN'ance (paragraph 3 . 1 )

*' Some lBD contèrmation slips are noted missing. (paragraph 3.2)

. The total debt of S1 8.838, since 2006 were slill outstanding. (paragraph .3.3)

. Cash loss totaling $7.655.70 was noîed. (paragraph 3.5)
@ lncorrecî oR'ertime being paid to Staff and missing oA'ertime dockets tbr Adlnin.

Stafftparagraph 3.6)

M 'e recom m endation that: fk

@ The company should maintain a sustainable increase in its sales and to trl' to kccp the ;

total expendittlre as lninim al as possible in order to maintain its prol-itabilitl'. Suppll'

of copra is also an issue and should be addresscd to aA'oid an alanning fall in future

sales.

The companl' should lnaintain its positiA'c u'orking eapital and net worth in order to

sustain a securcd fnancial position.

* NIanagement should ensure that emploq'ees clear their outstanding debts before

leaA'ing the com panl'.

àzlanagement sheuld ensure source decunlents oi' the ctlmpanl' especialll' for the l'ears

unatldited are kept safell' for auditing pul-poses othenvise u'ould be noted as lnissing.

* Debts collection s) stem should be impro: ed.

Supervision o's'er daill' cash collection should be improA'ed.

OA'ertilne dockets shotlld be checked prior paj'ment is nzade.
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As required b) part Vll of the Public Finance (Control and Audit) Ordinance 1996. I haA'e
complete d IAA/' audit of the Kiribati Copra Nlill Oompanl' Limited for the year ended 3 1 ':
Decem ber 2008 in aecordance u'ith the reles'ant statutorl' proA'isions and norlnalll'

accepted Atlditing Slandards.

GENERA L

Kiribati Copra szlill Companl' Lirnited (KCIHCL) n'as incol-ptaraled chn 15 M a)'. 2001 and
commenced operalion June 2001 . The companl' is u'hollj' owned b)' the Gos'ernment of
Kiribaîi with a share capîtal of 300.000 ordinarl' shares of S 1 each.

The objecîs for which the companq' is incol-porated are ullrestricted but N$ i11 initialll'
operate a processing and production facilitl' tbr copra based products as well as b) -
prclducts fot' local and oA'erseas consunlption.

2 Finance

The petfonnance of the company for the last tikree years is shown belon':

Year ended 31st Dec.

Sa Ies

Cost of Sales

Gross profit/tsoss)

Other revenue

Tota! Expense

Operating Profit/tLoss)

Prior Period Items

Net Profit/tLoss)

Variances
2008 2007 2006 2008 2007

$ S S % %

3.348,320.65 4.020,064.00 1 .842.31 0.25 (16.71 ) 1 18.21

2.398,809.35 2.432.072.00 1 .551 ,432.68 (1 .37) 56.76 j
!

949.51 1 .30 1 .587.992.00 290.878.00 (40.21 ) 445.931

221 .808, 1 1 8. 1 04.54 3.484.71 2636.84 1 32.57

91 1 .865.71 759.749.00 81 5.364.00 20.02 (6.82)

259.453.70 836,347.54 (521,001 .29) (68.98) 60.53

198. 143.50 (163.00) 121 .460.43 100.00

61 .31 0,20 836,184.54 (521,001 .29) (92.67) (260.50)

Perform ancc

The aboR'e analysis shows that îhe Company has not performed u'ell this year u'hen
compared with last l'ear. The sales decreased by 16.71% to $3.3 million and the gross
profit dccreased b).' 40.2184 to 50.9 million. The operating protit n'as dramaticalll'
decreased by 690 f, which was due to an increase in total expenses of 20?.êk together rs'ith a
significant decline in sales. llowey'er. the net protit was dropped substantially b)' 92.7%
which îs grcatly impacted by the PPl charged dklring the l'ear.
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Return on Assets (ROA)
'fhe ROA is calculated by diq'iding prot'it before tax by îotal assets. The ROA for
KCM CL for 2008 was don'n b)' 2. l 0% when compared to 27.72% for 2007. The
KCS'ICl.. m anagement has been earning less m onel' on inA'estm ent this l'ear than last l'ear,
That is efforts being put into the KCS/ICL business actiArities were not as u'orthwhile as
last l'ear giN'en the fall as such. The higher the ROA nulnber, the better. because the
company is earning m ore m oney on less im 'estment.

2.2 Financial Position - Liquidity Analysis

A comparison of the cash position of the companl' tbr the last three l'ears is provided
heren'ith:

' Year ended 31 Dec '
. 2008 i 2007 2006 :

1 1 51 1 
.
29 1 . 78 i 467

.655, 77 1. W orking Capital : 1.840.086.35 I ,
i Current Ratio . 8.68: 1 ( 4.71 : 1 i 2.42: 1 1
' Quick Ratio ' 6. 12: 1 l 4.25: 1 1 .29: 1 (

ln 2008 the KCNICL had a good working capital of S 1 .8 million and a healthl' cul-rent
ratio of 8.68: l . lt also had a satisfactory liquidity ratio of 6. l 2: l . The comparatiA'e table
abos'e shou's that the cul-rent ratio and quick' ratio has continued increasing u'hich implies
that the company is financialll' sound and is able to meet its liabilities U hen thel' fall due.
lt shotlld be noîed. hon'eA'er that the norlnal current ratio is 2 : 1 . îlltls such ratios for both
years are deem ed excessiN'e, m eaning cash arc tied up in inA'entory.

3 Audit findings .

The followings are some of our audit tindings, which require managenAent's actions as
adequatell' addressing them will im proN'e the colnpanl'-s operation'.

3.1 Staff Advance

O bservation
lt was notcd that one of the staff had leh the companl' without clearing his/her adA'ance,
dated back to 2006. This is a deqviation from the company policy which states that
adNrances should be recoA'ered within tu'o weeks.

Recom m endation
s'Ianagement should ensure that emplol'ees clear all their outstanding adN'ances before
leaA'ing the companl' and to compll' u'ith the com panl''s regulation.

slanagem ent Response:
To cr?n/j??2?c to follobî' g@ bs'ith the ctlsccr/? qfhcer. Policl' (?/? adj'alîce 1!./// be 5'p'/cr/l'
obseln'ed ??4. A-CJ fC1 -jccollnts.
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obsel'b'ed @))' KCLLI'CL -.1ct?f?2???/.î.

3.2 lBD

(lbsem'ation
Thc lBD cont-irmation slips for June. Jul)'. August and September could nol be locaîed
thereforc u'e could not N'erifl' the correctness and completcness of the tu'o IBDs: l 88048
and 520790. ln other words. confirmation slips are the only supporting document which
n'ill be required for A'erifying the 1BD as thel' giA'e full details such as: interest earned and
maturitl' date.

Recom m endation
B-e reconunend that managem enl should ensure source docttments :01, confirmation slip
from the bank arc kept safell' for auditing ptlrposes.

slallagelltellt Respollse:
(--t'?/?/3?'???/F?J)' l'hcl? r/?t? aboj'e deposit ctppl#/'/i?t-//j'opk slips Jî'e-/'(:- nîissilîg l'ïF?ce t?pf?' colîtact
t7JJ?'c.$'.$' at B()K F'cctp/'t-/et'/ al Sf?ù'J'/f2' iilstead nfBetio. Ct??'?'e(??ïJ.(? actioll /'t)7. cllaz'lgillg
ctl/?/r/c/ addl'ess /?t-?5, beelî F?/t-?J(? et'll'l'f' //7/.$. b'eal' /'/??I.s' Ialest .$.///7.5' ai'e J't'??'1!.t7/'t-k# col.l'ecllj'.
.# is /i?F'r/?(??' l'to:ed //?t7/ siltce r/?(? slips /ti??' //?c 1- E '$t'(??'t? aj'ailable it jx assllllled r/?c?'ç/-t?F't?
?/?t?/ r/?f? balalîce plll s' /77/&?./:3.$./ disclosed ?'F? lhe r'/cc'l?kfp?? F?cc(/T F?&r l'o be c/?tlp?g(?l

Debtors Control

Observation
lt n'as noted that the total debt ef $ 1 8.838 since 2006 u'ere still outstanding. This amount
u as made up of two custom ers namely Custom s Dis'ision and Pcter Creamer. Failure in
recoN'ering sueh debts will result in a loss of com pany' s monel'.

Recomm endation
s'lanagem ent should im proN'e the sl'stem on debts collection and follou' up such debl.

iîlanagelnent Response
Petel' (7'et7???f??'.'- to /i/,'#7(?/* follobî' ?/p thl.oltzh Kiribati C4),7.5.?/&//c .%j.(l1îe)' (?J#ct?,'
(L'lIs?(1ll3s Dj!.à1'j&F?.'- /-r) 11 (?3r 11;) (?/7 Jttl ilî-kb // i.à' F?f?/c tl (k?'jJtj/? cIl c/c?j???.5' tî)l'b$'Lll'(le t/ Jrc/'c
l'tissil'lg at #?t? Cllsl'olil.bm,' p/?tartpcfpp/'t?.s .b1'iIl !?(? lllade t???J to be f()/nlqf'//'l(?J.

3.4 Fixed Asset Register

Observation
Audit found îhat the control oN'er t'ixed asset register has im proA'ed. Hou'ey'er. the
adjustment that was reconunended in m).' prm'ious report was l'et to be done. As agreed.
an adjustment to the Nloîor Vehicle u'ould bc retlected in the 2009 account.

Recomm endation

4
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Audit recomm ends that the N'ariances notcd in m)' pres'ious report should be cleared in
order to giq'c an accurate Net Book Value of the A ssets.

-blallagelnent Respollse
-l..J('?72ta,ge???&??/' lloled //7c t7t#2/.$'/?;?e'F?/ f61. r/?(? F. ixed -.15'.$.:/.5. ill #?t? 20O - clccoltill ta??J Jî'?'/J
thel'qtbl'e pl'odllce a //.&//??.g' ctf'those t'/(#?f.s'&??&n/ ?rp be lp?ccl/'pt?/'t-/rcJ in //?(? 2009 tzcctlgp?/-s'.

(N()te: this comment will be deleted if we get the update from KC5'ICL)

3.5 Alissing Cash Sales

O bsen'ation
Audit noted with concenn the lost ofcash sales. totaling 57,655.70. u'hich is substantial
and should haA'e been aR'oided b)' keeping it in a strong safe. Unfortunatell'. the com panl'
does not haN'e safe at the tim e.

Recom mendation
Proper supen'ision oA'er daill' cash collcction should be strengthened and it should alwal's
be kept in a strong safe. if not banked on that dal'. slanagement should look for 5N'a). s of
recoA'cring such amoulu from the officer concerned.

s'Ianagem ent Response
This ï7?3.tp/)'t?.& the /t?.5'x c/- cash /7'0,/7 r/?c St()l'e C7c?F??ct???. l-he ct'/zf.s'e (/flhe Iost t?Jct?.$'/? al //?e
stol'e Tî'(?.$' llialcel'tail: .s'/p?ct? thel'e 'kf'r7'.s' l3o s'ttp? t?/- bl'eak j?? as l'epol'ted J.;;. Police. 77?c
C'ashiel' i.% ( /,1e (L?Il'ge( 

./7f31,..î(.)/1 (() be !')J('f?l1(?('/ llltr 'bb'ill Ileed .S'!fl)?11 LSSLO;I (jf' S/'IfL' CCISC /'O f/lC
c()ltl't #?F' l'lecll.iil-q. ../77& x%tt4ffc'lll.lcel'lîetïl is ('?J#'t'f ilil'lg c'r.'p'!J9'7

'

;?t?//

'

o?7 (?.f /E??'????'7?t7rjt?7?.

3.6 Control over overtim e

Observation
The control oA'er oA'crtime u'as inadequatc. Some of the oN'crtime dockets being
exam ined n'ere not agreed u'iîh the calculation of îhe u'orking hours shou'n on the
indis'idual cards. As noted some u'erc paid for the wrong hours as oA'el-time dockets n'ere
not properll' scrutinized b)' thc responsible officer. lt n'as also noted that oq'ertime
dockets for Admin Sîaff are not as'ailable during thc audit.

Recomm endation
Nlanagem ent is strongll' adN'ised to compll' u'ith the necessary accottnting internal control
procedures. that is, approR'al should be sought prior to proceeding of pal'menî

.

slanagem ent Response
.jfalîagelitei'ït ?

'

'?(?/ts't'/ bq'itl'l ctn/'lct?pv'p 'he /F7(-?(?c?I?'(-?c)' (.!/'r/,2(? oj'el'till'le c(7/c2d/

'

t7//

'

(?F

'

?.5' 1'L')l'llllllal' ('f.$'
l'epos'led. (/'/?f? sl'.b'lenl .s'/?(?g/&'/ be #t?!./.î'E?J /(? ab'oid /if/'#7(?7' issltes t'?/-/t:/c'l- nfoj'el'tillle .5'/7ct?/5
etc.
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Scope

l hay'e audited thc accounts of the Kiribaîi Copra 5'1111 Companl' Limited for the l'ear
ended 3 J St Decembcr 2008.

The preparation and the presentation of the accounts and îhe inforlnation com ained
therein. as 'ks e1l as the exislence of imernal eomrols. u'hich should be 111) effectiN'e for
the preq'enîion of error or fraud, are the responsibiiities of the Company. $, 1)'
responsibilitl' is to express an opinion on lhe accounts based on m)' audit as reqtlired b)'
Pal't A'IT of the Public Finance tcontrol and Audît) Ordinance 1 996 and lhe Companl'
Ordinance.

I condtlcted m).' audit in accordance with the normall).' accepted zkuditing Standards and
stalutor)' requirem ents lo proN'ide reasonable assurance as to whether the accounts are
free from luaterial m is-statements. 5,1y procedures include cxam ination. on a test basis, of
eA'idence supporting the amotlnt and other disclosures in the acceunt and the eh'altlatitan
of accounting policies and significant accounting estilnates.

These procedures haR'e been undertaken to form an opinion as to u hether. in all material
respects. the accounts are presented fairll' in accordance n'ith the norm alll' acceptcd
Accounting Concepts and Standards and statutorl' reqtlirem ents. so as to present a q'ieu'
of tlle C'olupanl' n'hich is consistent u'ith rf1l' tlnderstanding of its financial positicm. lhc
resttlts of ils operations and its cash tlows.

Audit Opinion

In m)' opinion. the financial statemcnts of the Kiribati Copra s'Iill Compan).' Limited are

properll' drawn up so as to:

a) Presem fairll' in a1l matcrial respects, the Companl'' s aft-airs as at .3 1 S' Deccmber
2008. its results of operations and eash tlou' for the l'ears then ended.
Compll' with the proA'isions of Part VII of the Public Finance tcontrol and Audit)
Ordinanee l 976 and the Company Ordinance: and
Comply u'ith other mandator) professional repol-ting requirements.

kk.. ((
I ,' k
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A'Ir. Raimon. Taake.
Auditor GeneralKiribati Nationa! Audit Ofticc. 4. îh August. 2009.


