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INDEPENDENT AUDITOR’S REPORT

To the Readers of
KIRIBATI OIL COMPANY LIMITED FINANCIAL STATEMENT
For the year ended 315t December 2020-2022

| have audited the Financial Statements of Kiribati Oil Company limited for the year ended 31
December 2020-2022 as required under sec 114 (2) of the Constitution, Part VI, Sec 42(4) of the
Public Finances (Control and Audit) 1981, Part IV Sec 23 of the SOE Act, 2013 and Sec 22(1) of
the Kiribati Audit Act, 2017. The Financial Statements comprise of the following:

e Statement of Financial Performance
e Statement of Financial Position

e Statement of Cash Flow

e Statement of Changes in Equity

e Notes to the Accounts

Adverse Audit Opinion

In my opinion, because of the significance of the matter discussed in the Basis for Adverse Opinion
section of my report, the accompanying financial statements do not present fairly (or do not give
a true and fair view of) the financial position of the Entity as at December 31, 202 up to 2022, and
(of) their financial performance and its cash flows for the year then ended in accordance with

Generally Accounting Accepted Principles. (GAAP)

Basis for Adverse Opinion:

During our audit, we noted that for the year 2022 Term Deposit #1173165 amounting to
$38,369.24 and Term Deposit #1179666 amounting to $1,681,234.28 were not included in the
bank certificate or bank confirmation obtained directly from ANZ Bank (Kiribati) Ltd for



verification purposes. As a result, we were unable to confirm the existence, accuracy and
ownership of these balances. In addition to that, the Kiritimati Imprest Account (Account No.
737022) was reported with a zero balance in the financial statements. However, the bank certificate
showed a balance of $150,416.43 as at year-end. This indicates an understatement of cash and

incomplete reporting of financial assets.

Furthermore, we are unable to confirm the accuracy and completeness of Kiritimati PPE net
book value that reported in the financial statement due to the absence (entirely missing) of the
Fixed Asset Register for the year ended 2020, 2021 and 2022.

Last but not least, the audit identified and also confirmed by the auditee that $1,268,375.35 or 26%
of their account receivable reported are unrecoverable due to the lack of supporting documentation
and the debtors’ inability to repay the debts. This results in the overstatement of KOIL’s Assets
(account receivable), the understatement of Expenditure resulting in inflated profit and the

corresponding Shareholders Equity.

| have conducted my audit in accordance with International Standards of Supreme Audit
Institutions (ISSAI). My responsibilities under those standards are described in the Auditor’s
Responsibilities paragraph of my report. I am independent of the Company in accordance with
the Ethical requirements that are relevant to my audit of the financial statements of the Authority,
and | have fulfilled my other responsibilities in accordance with these requirements. | believe that

the audit evidence obtained is sufficient and appropriate to provide a basis for our adverse opinion.

Emphasize of Matter:

The audit would like to draw the attention and users of KOIL Financial statement to the following

matters as stated below:

e OQutstanding Debt from PUB and Related Contradictions: PUB owes KOIL $7 million in
dishonored cheques dating back to 2010. Despite a board resolution indicating PUB’s
approval to write off the debt, KOIL continued to report PUB debts on it financial

statements based on the ground that PUB debts have not been approved since there’s no
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concrete evidence supported by higher authorities such as Minister or cabinet even

Parliament.

e In notes 10, 13, and 15 to the financial statements, which disclose the balances of
dishonored cheques and related provisions for doubtful debts. The notes currently provide
numerical breakdowns only and do not explain the nature of the dishonored cheques, the
basis and judgment applied in estimating the provisions, or the offsetting arrangements
with PUB.

e KOIL has a long-term loan that has remained on its books amounting $1.9m from the
previous year. Because this loan was still unpaid, it raises doubts about whether KOIL will
be able to pay back its debts in the future. This uncertainty affects the confidence we can
have about KOIL’s financial health and ability to meet its obligations.

e Dividend payable balance was transferred to specific reserve in 2020, 2021 and 2022, when
cabinet approved for dividend to be used to offset SOE’s debts. Without cabinets approval
for KOIL to change previous arrangement for dividend payable, such transfer of Dividend
balance to specific reserve was improper. Further to this, none of the SOE debts in 2018

and 2019 were cleared using the dividend balance.

Board’s and Management’s responsibilities for the Financial Statements.

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with GAAP, and for such internal control as management determines is necessary to
enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Authority’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate the
Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Authority’s financial reporting

process.

Auditor’s responsibilities for the audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
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whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion as required under the Public Finance (Control and
Audit) Ordinance 1976 and Kiribati Audit Act, 2017. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISA/ISSAI will
always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial
statements. As part of an audit in accordance with ISAs & ISSAI, we exercise professional

judgment and maintain professional skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial statements, 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 for our opinion. The

risk of not detecting a material misstatement resulting from fraud is higher than for one

resulting from error, as fraud may involve collusion, forgery, intentional omissions,

misrepresentations, or the override of internal control.

. Obtain an understanding of internal control 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 Company’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by management.

. Conclude on the appropriateness of management’s use of the going concern basis of

accounting and, based on the audit evidence obtained, whether a material uncertainty exists

related to events or conditions that may cast significant doubt on the Company’s ability to

continue as a going concern. If we conclude that a material uncertainty exists, we are required

to draw attention in our auditor’s report to the related disclosures in the financial statements

or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on

the audit evidence obtained up to the date of our auditor’s report. However, future events or

conditions may cause the Company to cease to continue as a going concern.
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. Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions

and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’s report

unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest

benefits of such communication.

Report on other Legal and Regulatory Requirements

KOIL lodged its Financial Statement 2020-2022 on 7" September 2023 which indicate that
KOIL had not comply with Section 20 of the SOE Act 2013.

Independence

Section 114 (4) of the Kiribati Constitution stipulates that the Auditor General shall not be
subject to the direction or control of any other person or authority. Other than the audit, we have

no relationship with or interest in KOIL.

Date: 03/12/2025

r. Eriafi Tauma Manaima
Auditor General.
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(f) As at 31" December 2021, the company had tax lability of $269.821.13 and
nothing was owed by the company 1o directors or sharchol
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at that date,
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4. Subsequent Events
Since the date of the financial statements. there has been no significant event with
material effect on the financial position or prospect of the company.

Signed for and on behalf of the Board and in accordance with a resol

ution of directors
dated on the 31 day of August, 2023,
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KIRIBATI OIL COMPANY LTD
Consolidated Income
For the vear ended J3ist

Revenug 3

less Cost of Sales 4

Gross Profit

Deferred Grant incoma

interest income

Other Income 3

Total Income

Expenses:

Stafl Costs &
Travelling

Staff Recruitment

Miotor Vehicle Expenses

Vehicle Hire

Freight & Handling

Outer island Agency Costs

Diractors Expenses

Office & Computer Supplies

Cffice Stationery

Office Repairs

Telecom Charges

Electricity & Water

LPG Sales Commission

Management Expense

Tralning

Pepreciation 7
Advertisement/Promotion

General Repairs & Maintenance

Uniform & Safety Wears

Lab Testing

Fees & License 3
Land Lease

Insurance

Security Services

Miscellaneous Expenses g
Tanker Discharge

Doubtful Debls 10
Bank Charges

Loss on Foreign Exchange

Anmversary

Charter

Empty Drums

Total Expenses

Operating Profii for the year

PP
Gain/{Loss) on Disposal
Frofit/{l.oss} Before WTax

Less WMax
Net Profit{loss) After HTax

—

2022 208
Consolidated Tarawa Kiritimati Consolidated
48,629,.052.45 44,580,534.66 4,048,517.78 42,052.641.01
50,708 £38.61 48.370,370.25 2,538, 268.36 33,899.24500
-2.079.587 18 -3,789,835,50 1,710,248.43 8,382,796.01
115,767 64 115,767 .64 0.00 125,413.66
8,783.62 8,783.62 0,060 15,522 .08
2.576,917 78 253568216 41226862 AB3 214 87
621,881.88 ~4,129,6982.17 1,781,474.08 8,856.046.82
2,674,101.88 2,1686,180.83 507 911.15 2.501,438.25
212,080.24 186,319.71 25.770.53 160.112.84
38,111.92 18,306.15 18,715.77

A4.476.14 B85 607 62 3,9688.52 7.844.82
63,287 .31 45, 423,67 16,863 .64 100,424 38
259 .880.74 171.8684.895 87 91579 79.869.72
723.854.70 662,320.21 61,534 .49 813,830.27
40,467 26 34,367 .66 5,0898.80 31.756.38
25,027.03 22.446.114 2.580.92 17,776.48
28.730.85 21.677.20 8,083.65 35 204.44
75,298 11 2208873 3,308.38 26,902.07
48,041,986 34,927 83 14,114 .43 82.174.75%
74.6588.88 7471.10 738778 85,434.03
31.410.35 30.597.75 712.60 48.509.65
44.908.34 32,588 70 12,319.684 5932365
97 481.97 Q4,474 07 3,007 .90 115,141.78
550,228 21 453322 86 96,905.35 860,164.27
40 582 30 33:653.10 6,020 20 « 3587021
177,698 338 51.508.18 126,192.20 242 980.67
41.806.03 3168657 10.118.46 B5.735.07
3.038.54 3,036,854 0.00 6,671.82
85461.71 83,451 11 2.010.80 130,851.78
32.560.65 31,820,000 74065 5,275.95
110,747 15 110,747.15 0.00 84.665.70
24.111.76 12.580.01 11.521.75 13,482 38
88.005.39 BY 25538 1.750.00 G7,108.95
92010 92010 .00 0.00
111,081.25 66,402.25 44 879,00 60,687.38
12.444 59 1013555 2,308.04 13,335.56
62,802.55 62.802.55 0.00 805,15
0.00 a.00 0.00 32.068.65
13.076.92 13.076.92 .00 124,572:50
68565064 591,863 48 93,696.16 B24,4087 .20
6,526,661.95 £,344,232.78 1,182.328.20 8,594,683.83
-5,804 680.07 6,473,824.92 569,144.85 2.362,262.99
0.00 0.00 £0.00 2000
-883 44 -G83. 44 0.00 -409. 84
-5, 505,663,651 -£,474,808.36 568,144.85 2,361,873.15
19920070 .00 199,200.70 909.620.24
-8,104,864.21 -6,474,808.38 363,944.15 1,452,252.94
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¥

Deposits from Custamers 148 827 147 428 333,387
AKL Deposit -86,781
Sundry Creditors 7,164 5837 123,188
Payroll Payables - Tarawa 125,560 0 92,247
Payroll Payables - Kiritimat 0 2,364 ~1,638
Diractors Tax Payable 14,705 0 13,267
Withholding Tax - Tarawa 22,811 0 23,609
PIPA - Tank Deposit . ~21,454 0 -21,454
8541 Contribution Ren-Enargy 279,336 108,187
Internationzl Customer Deposit 267 949 267 949 284 074

298,627 842,598 165,729 866,256

8. Dividend Payabie

There was no payment of dividend in vear 2022 and that the balance in the Dividend Payable Account of $1.447,070..58
was ransferred to the Specific Reserve Fund fo initiate the astablishment,

20. Specific Reserve

2022 2021 2020
Less 20% rate of appropriativon -
Transfer of Dividend Payable 1,447.070.58 244707088 2447 070.58
1,447,070.58 2,447 070,58 2,447 070,58

21. ROC Taiwan Grant

This is & Grant Aid from the ROC Gaovernment of Taiwan with free intgrest for construction of three new siorage tanks in
Betio. The tanks capacity is doubling the existing storage tanks. The ROC Taiwan had releasad final payment of
$1.504,801 49 in 2018 25 2 reimbursement for fund which KOIL utilized from its own resource to complating the
constructions of the three new fuel storage tanks in 2017,

22. WIP Betio Projects

The WIP or Work in Progress reiates project mainly on the three new storgae tanks in Betio, in the outer islands including
Kirltimati. The Work in progress would be frested as Fixed Asset once the WP works, sic is compiste and whole. No
depreciation allowed at this stage until the date the tanks and other projects are all complete.

23. Non-Project Grait Aid (NPGA)

Non-Project Grant Aid is a form of Aid with ne interest charged which was funded by Japan Government to the Government
of Kiribati (GoK) whera Japan made directs payment for a purchased of Diesel fus! direct from Exoon Mobil Lid in Fiji, KOIL
meet afl the landing cost and other local cherges once the Diesel Fuel armived Taraws, KOIL seil the Diese! Off on behalf of
GoK o the public and 2l the proceeds from the sale of Diese O, KOIL. is reguired to return the mioney o the Kirlbati
Govemment Counter Part Fund account on certaln periods in ling with the agreement between GoK and Japan
Government. KOIL. thus recagnized the grant aid as a kind of loan or a liability where KOIL has the liability to reimbursed the
Governrrent for value of Diesel Purchased. The Japan's Aid to KOIL ceased several yaars back and the amount stands
payable In the Account of KOIL as at 31st Decamber 2022 was $1.973.908.70.

24. Retained Earnings

2022 Tarawa Kiritimati 2021
Opening Balance 2593000778  19,538.332.47 B391,575.29 2447892703
Current Earnings 5,905 663.51 -8.474 B0B.36 589,144 85 2,381 873,18
Closing Balance 20,028,244.258 13,064,524.11 6,860,720.14 26,840,800,18
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