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The Auditor-General is the auditor of Kiribati Kiribati Oil Company Limited (KOIL).

The audit covered the company’s compliance with the requirements of Part VIl of the Public
Finances [Control and Audit) 1981 and Company Ordinance 1976 that apply to the financial
statements of the KOIL for the year ended 31 December 2010.

Qualification

| em uncble to satisfy myself as to the correctness on the finoncial statements bosed on the
following:

s The provision provided for doubtful debts for Tarawa is $2.3M is unrealistic because
it is much higher than the total debtors’ balance of $1.4M. The explanation for this
could not be provided.

s Supporting documentation for two adjustment totalling $532K which related to gain
from PP! could not be located.

¢ No fixed assets register maintained to support fixed assets and depreciation
halances of $3.8M and $951K, respectively.

Qualified Audit Opinion

In my opinion, except for the effects on the financial statements of matters referred to in the
qualification paragraph, the financial statements of the KOIL for the year ended 31 December
2010:

o Comply with generally accepted accounting practice as they apply in Kiribati;



o Fairly reflect the results of its operations and cash flows for year ended 31 December
2010;

o Fairly reflect the company’s financial position for year ended 31 December 2010

The audit was completed on 25 April 2012, and was the date at which our cpinion was
expressed.

The basis of our opinion is explained below. In addition, we outline the responsibilities of the
Board of Directors and the Auditor, and explain our independence.

Basis of Opinion

We carried out the audit in accordance with the International Organisation of Supreme Audit
Institutions’ (INTOSAI) Auditing Standards, which incorporates the International Auditing
Standards.

We planned and performed the audit to obtain all the information and explanations we
considered necessary in order to obtain reascnable assurance that the financial statements did
not have material misstatements, whether caused by fraud or error.

Material misstatements are differences or omissions of amounts and disclosures that would
affect a reader’s overall understanding of the financial statements. If we had found material
misstatements that were not corrected, we would have referred to them in our opinion.

The audit involved performing procedures to test the information presented in the financial
statements. We assessed the results of those procedures in forming our opinion.

Audit procedures generally include:

. determining whether significant financial and management controls are working and
can be relied on to produce complete and accurate data;

. verifying samples of transactions and account balances;

. performing analyses to identify anomalies in the reported data;

. reviewing significant estimates and judgements made by the Board of Directors;

. confirming year-end balances; i

. determining whether accounting policies are appropriate and consistently applied; and

. determining whether all financial statement disclosures are adequate.



We did not examine every transaction, nor do we guarantee complete accuracy of the finandial
statements.

We evaluated the overall adequacy of the presentation of information in the financial
statements. We obtained all the informaticn and explanations we required to support our
opinion above.

Responsibilities of the Board of Directors and the Auditor

The Board of Directors is responsible for preparing the financial statements in accordance with
generally accepted accounting practice. The financial statements must give a true and fair view
of the financial positicn of the company for the year ended 31 December 2006 and the results
of its operations and cash flows for the year ended on that date. The Board of Directors’
responsibilities arise from the Company Ordinance, Cap 75.

We are responsible for expressing an independent opinion on the financial statements and
reporting that opinion to you. This responsibility arises from the Public Finance {Control and
Audit) Act 1981.

Independence

When carrying out the audit we followed the independence reguirements of the Kiribati
National Audit Office, which incorporate the independence requirements of the International
Standards of Auditing.

Other than the audit, we have no relationship with or interests in the company.

Matereta B Raiman
Auditor General
Kiribati National Audit Office
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12® May, 2011.

Auditor General,

Kiribati National Audit office,

Bairiki, Tarawa.

Dear Sir,

ANNUAL ACCOUNTS FOR THE YEAR 2010

We are pleased to submit, under cover of this letter, a copy of our unaudited accounts for
the year 2010 for auditing.

Copied addressees are also provided with the same copy for retention and other legitimate

purposes.

Yours faithfully,

Anterea Tawaia,
Manager for Accounting & Financial Services.

Cc:

Registrar of Companies,
Ministry of Commerce, Industries & Coopemtwes

Betio.

Commissioner of Inland Revenue,
Ministry of Finance and Economic Development,

Bairiki.
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KIRIBATI OIL COMPANY LIMITED
DIRECTORS REPORT ON THE FINANCIAL STATEMENTS
YEAR ENDED 31°" DECEMBER, 2010.

DiMmafth:KﬁbaﬁDﬂCompanyLimitadmtﬂrhmpoﬂmthcﬁmnda]
statements of the company for the year ended 31% December, 2010 as follows.

1. State of Affairs

In the opinion of directors, the accompanying balance sheet gives a true and fair view of
the stau:ufaﬁ'airsafthcmmpﬂnyasalh“ﬂmhcr?ﬂmandthtmpanﬁng
inmmcstalnm:mmdca.shﬂnwsm:mmtgivcammandfairﬁ:wnfthcopcmﬁngresuh
and cash flow of the company for the vear ended 31% December, 2010.

2. Dividend
There is no dividend declared or paid during the financial vear,

X Certificate of Solvency
InaﬂcurdanccwithsmﬁnnISﬁuftheCompanicsﬂrdimme,dMDEt}ﬂthiﬁbaﬁﬂﬂ
Company Limited confirm that:-
(2) As at 31% December 2010, the company owned fixed assets valued at £3,758,088
current assets valued at $10,866,972, and nothing was owed to the company by
directors or shareholders of the company as at that date.

(b) As at 31" December 2010, the compeny had an outstanding debt with ANZ
(Kinbati) Ltd of $1,364,988, a sum owed to the Japanese Non-Project Grant Aid
scheme amounting to $1,397.512, company tax payable amounting to $2,233,957,
and nothing was owed by the company to directors or shareholders of the
company as 2t that date.

(c) In the opinion of directors of the company, the company was able to pay its debts
and liabilities as at 31¥ December 2010.

4. Subsequent Events
Sinmﬂrdaieuftbcﬁmdﬂsmmthﬁchasbemmsigtﬁﬁcamwmuﬂh
material effect on the financial position or prospect of the company.

Signed in accordance with a resolution of directors passed in their meeting held on 18®
April, 2011.

Director
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/’{ KIRIBATI OIL COMPANY LTD :

Va Consolidated Income Statement

& Year ended 31st Cecember 2530

———=——d sl vecember 2030
Notrs 2010 2008
Revenue 3 30674 448 29,885 255
less Cost of Sales 4 22,703 856 22333183
Gross Profit 7,970,752 7,532.063

Expenses:

Staff Costs 1,092,628 581,885
Travelling 105,322 82,809
Motor Vehicle Expenses 52,501 120416
WVehicle Hire 34,557 11,053
Freight & Handiling 721,730 451,078
Agency Costs 44,740 345442
Direciors Expenses 27918 30,582
Office Suppiies 30,484 13325
Office Stationery 16,134 16,417
Office Repais 10,713 14,824
Telecom Charges 70,907 63.270
Slectricity & Water 85,691 83,517
LPG Sales Commission 12,971 11,378
Entertainment 6,041 6,566
Coundil Charges 5.580 6,105
Training 58,748 20230
Depreciation 12 951,611 865355
AdvertisementPromation 10,441 8.745
General Repais & Maintenance 154,603 183,455
Uniform & Safety Wears 19,404 5,932
Lab Testing 27,070 23758
Fees 5 24 554 43,139
Land Lease 5,768 7845
Mescellaneous Expenses g 29,051 31,671
Tanker Discharge 152,703 103,558
Lean interest 228 549 280,043
QD Interast 202 249 185
Bank Charges 16,268 112,183
Loss on Foreign Exchange 241,839 .
Total Expenses 4,239 003 4,066,878
Opn:tlngFruﬁtrorthr-r 3,731,788 3,455,185
Prior Period tams T 788,904 -1,845 553
Net Profit before Tax 4,530,693 1,518,532
Incoma Tax 1,580,742 526,521
Net Profit after Tax 2,949,950 932,111
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’ KIRIBATI OIL COMPANY LTD

Consolidated Balance Sheet
As at 31st December 2010

Notes 2010 2009
Current Assets
Cash & Cash Equivalents 8 3,361,783 4 841,191
Trade Debtors g 2,010,221 1,721,042
Sundry Debtors & Prepayments 10 4274012 2,304,076
Less Provin for Doubtful Debis -2 B01. 756 -2 B18,182
Stock 22 4,022 750 2,149 570
Total Current Assets 10,868,972 8,197,687
Current Liabilites
Sundry Creditors & Acouals 1 B1.675 56322
Company Tax Payable 2233 857 583214
Total Current Liabilities 2,315,633 1,039,536
Working Capital 8,551,339 7,158,151
Long Term Assets
Property, Plants and Equipments 12 3,758,085 4 261,967
Long Term Liabilities
Bank Loan 1,364 588 20456439
Mobil Acquisifion Liahilty 13 0 486 655
NPGA Loan 1,397 512 2.254 998

2,762,500 4 768,103

NET WORTH 9,545,927 6,652,015
Paid up Capital 500 500
Resarves 1,033,548 1,033,548
Retained Eamings 14 8512879 5617867
Total Equity 9,546 927 6,652,015

Page 4 Director.




KIRIBATI OIL COMPANY LTD

Consclidated Cash Flow Statement
Year ended 31st December 2010

Notes 2010 2009
Cash flows from Operating Activities:
Cash receipts from Customers 28400540 30,323.274
Cash paid to Suppliers & Employees -27.336,580 -23,352.997
Loan Interest Payment -228.751 -274 663
Payment of Income Tax -330.000 -210,000
505209 8485614
Cash flows from Financing Activities:
Bank Lcan Repayment 521451 -552 337
NPGA Fuel Loan -857.485 2.034.003
-1,538.937 1.471,667
Acquisition of fed assets 447 732 -580,772
447 732 -5590.772
Movement in Cash and Cash Equivalents -1,481.450 7,575,509
Cash and Cash Equivalents, 1st January 4541191 -2,735,318
Cash and Cash Equivalents, 31st December 3,359,730 4,841,191
Reconciliation of cash flows from Operating Activities:
Net Profit (Loss) for the year 2,549,850 892,111
Add: Depreciations 851,511 BS5,395
Accrued Income Tax Expense 1,580,742 526 521
Payment of Income Tax -330,000 -210,000
Decreasefincreasa in Curment Assets -4 148532 3,148,028
IncreaseDecrease in Cumrent Liabilities 25354 -850,535
Adjustment to Cash Balances -2.053 0
Adjustment fo Retained Eamings -55,039 2,756,428
Adjustment to Mobil Acquisition Liability -458.666 -533.333
505.209 6485614
4 Fa
Z—F ) 3
S = - —~
Chairman. Page 5 Director.
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KIRIBATI OIL COMPANY LTD

Motee to the Financial Statemants
Year ended 31st December 2010

1. General

mmmmu-mmwnumﬂmwm
wm1ﬁmumawuumnmm1. = suthorised and
Fa-up cepital By 500 shanes of $1.00 sach

ﬁ:mﬁmahm“hmwmmmﬁqﬂﬂm
anmm“lwm

mmmhumummnmamwmum
CuTency Usesd 5 The Alstalian colar

2. Principal Accounting Policies

Mhﬁﬁw“mmhw“mhmm
mw-mnmqm.mmmmmnm
mﬂmmmmwhmnmmm_

2.1 Depreciation

mmwumunuuﬁnmmhmum“mu
&7y) USIg e STEgNt ine method The iiowing rates are Ltad

Pare & Mechinery =%
Office Equaiprmant %
Fusl Tans 1%
Fusl Pipes 10%
Vister Tarks 0%
Outer lsiands Proseces %
Moior Veladies 0%
Budcings ™%
Fumitirs & Fisings -

22 Stock

Mh“:h”dmwmmmwmmﬂmmh
mmhﬂmmﬂmuhwdm_hnbht

2010 2009
Tarawa 2,261,319 1379240
Kirrimat 1.7681.432 77033
TOTAL 4022750 2.148. 570
3. Revenues
2010 2008
Sales:
ADQ 18,795,093 17,825,131
P 5701050 6438 650
DPK 1,458 283 1,733.938

Chdirman. Page 6 Director.
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Other Revenues:
Freight on Sales

IBD interest
Gain from Foreign Exchange
Others

4. Cost of Sales

5. Fees

Valuation Fes
Legal Fee
Subscription Fee
Consultancy Fee
Audit Fea
Licence Fee

Recruitment & Tender
Reference Materials

Bonriki Aviation Repairs & Maint.

Waste O, Spills & Leakage

7. Prior Period Items

202,020 302932
2404 333 2,008,102
702,335 1.018558
458924 345791
18,076 27,309
7218 5,781
159 426 §.026
67,803 69,658
32,826 28742
14 957 11,303
571.053 0
33,048 40,087
30,674 448 28 865 256
2010 2008
11,031,345 12,567 B75
5,716,980 5,157 480
2,438,707 2,820,631
230981 454 079
1,596,221 353,501
951,745 625,568
387,316 304 081
152510 0
138 0
187.712 0
22 703,855 22.333.193
2010 2009
514
17.405 17,027
3,000 21,000
3.635 5112
24,554 43,138
2010 2008
4523 7.200
£413 8,887 -.
0 227
0 1]
6,951 0
azy 8,557
12367 8553
29,091 31,67
2010 2009
534,503 -8.585
-16,833 -14 492



Stock - Operation

Agency
Accumulated Depn Control
Fored Assets Control
Cheqa.paNn‘IAm.m

Cash in ransit
Bounced Cheques
Freight Refund
Due from Xmas

50,963 2,108

0 45,132

0 287,110

o -1,513

2.728 -574 414

0 -213.396

1] 188,050

o 189,502

Q 61,754

T3475 -169.382
281 -1,124 810

0 1,185,823

0 -592.559

0 55,008

0 -4 .310

0 -83.320

v} -108,084

114,482 )
-2.640

575

-33

798,904 -1.848 553
2010 2009
2.018.410 3,382,408
0 1683208

o 0
1310174 1285177
200 200

200 200
32758 0
40 0

] 0

] 0
3,361,783 4.841.191
2010 2003
1.402 888 1.183,703
607,234 537.339
2.010.221 1.721.042
2010 2009
-2.B587 29871
47439 81,047
-35,729 -22 332
-1,383 260
221573 82 483
2045843 286 937
o 1291887

Page 8
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Dishonoured Cheques - Tarawa 1,442 638 ° 380,838
Dishonoured Chegues - Kiritinati 352 g2
Cashier's Shortage - Tarawa 1] (1]
Freight Refundable - Tarawa 213,759 121,905
Imprest - Tarawa 29,203 45,015
Salary Advance - Tarawa 4,545 677
Admin Coffes Fund 0 0
Operation Coffee Fund 0 1]
Sundry Debtors 350.318 2,622
4 274 012 2.304.076
11. Sundry Creditors & Accruals
2010 2008
Mobd Disbursement o 0
Tradum Kiritimati ] 0
Drum Deposit - Tarawa 500 1,980
Drum Depesit - Kiriimati 0 0
Cylinder Deposit - Tarawa 0 0
Sundry Deposit - Tarawa 532 0
Sundry Depos? - Kirimati o 12,500
Sundry Creditors 14635 0
Suspense - Kiritima$ o o
Payroll Cheques - Tarawa 0 0
Payroll Cheque - Kiritimati 0 0
Payroll Payables - Tarawa 36574 19,477
Payroll Payabies - Kiritimati 5458 338
Admin Coffea Fund 0 0
Operation Coffee Fund 1] 0
Drirectors Tax Payabie B.554 3,529
Withholding Tax - Tarawa 76 554
TSKL Charge Payable 0 0
Other Cumren! Liabdites 0 0
Audit Fees Payabie 0 o
Pubéc Utilites Board 11,178 11,179
Accrued Expenses - Xmas 5.765 6,765
81,676 558,322
12. Property, Plant and Equipment
2010 2003
(Refer attached schedule) 3,758,088 4261967

'13. Mobil Acquisition Liability
mmdmmwmnmmrm mu—»
salling price is not stated in the "Buy-Oul” Agreement, there was an urmaritten
understanding that the assets had a fair value of $2.8 millon which was to be

recovered through premiums induded in product prices over a period of 3 years

2010 2008
Opening Balance 456 668 1,400,000
less Premium Recoveries =466 666 -933,333
Closing Balance 1] 455,665

Ghairman Page §
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14. Retained Earnings
Opening Balance

Earnings
Closing Balance

2010
5817557 1,342 907
-55,039 3262830
2,549.850 852.111
8.512.879 5.617.967
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