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INDEPENDENT AUDITOR’S REPORT 

To the Readers of 

KIRIBATI OIL COMPANY LIMITED FINANCIAL STATEMENT 

For the year ended 31st December 2020-2022 

 

I have audited the Financial Statements of Kiribati Oil Company limited for the year ended 31st 

December 2020-2022 as required under sec 114 (2) of the Constitution, Part VII, 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: 

• Statement of Financial Performance 

• Statement of Financial Position 

• Statement of Cash Flow 

• Statement of Changes in Equity 

• 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 
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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. 

 

I 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 I have fulfilled my other responsibilities in accordance with these requirements. I 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: 

• Outstanding 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. 

• 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. 

• 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. 

• 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 7th 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 

Mr. Eriati Tauma Manaima 

Auditor General. 
































































































