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Bairiki, Tarawa Tel2: (686)75021335
Kiribati Email: support@kao.gov.ki

Audit for an impact for the public

INDEPENDENT AUDITOR’S REPORT

To the Readers Of
Kiribati Provident fund Financial Statement

For the year ended 31 March 2022

| have audited the Financial Statements of Kiribati Provident Fund (KPF) as at 315t March 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:

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

Qualified Opinion

In my opinion, except for the effects of the matter described in the Basis for Qualified Opinion

section of our report, the accompanying financial statements present fairly, in all material

respects, the financial position of the Company as at 31%* March 2022, and of its financial

performance and its cash flows for the year then ended in accordance with International

Financial Reporting Standards (IFRSs).

2|Page



Basis for Qualified Opinion:

Key Audit Matters (KAM’s)
The audit would like to draw the attention of the readers and users of KPF financial statement based
on our observation that involved a lot of uncertainty and doubt on which audit procedures were out

carried were difficult to ebtain comfort due to the insufficient reliable evidence were provided.

1) in 2012 and 2013, Air Kiribati had a secure an agreement to draw a loan with KPF i) Loan Nol
and i} Loan No2 with a total amount of $1.6million and $4.6million respectively which include
in the loan agreement the terms and conditions, durations, repayment, and interest. Upon

review the loan agreement, the audit had noted the following audit issues:

The audit notes that Air Kiribati loan No1 remain active with progress payments being
made. The last payment made were due on February 2021. Up from that period until
to date there has been no payment been made. ,

For Loan No.2, audit notes an increase of Air Kiribati loans of $9.8million (include
principle amount of $4.6million plus accrued interest of $5.2million) over the years
from 2012 until 2022 had never been settle.

KPF still pursuing the Guarantor or Government of Kiribati to pay back AKL cutstanding
loan as in line with the Loan agreements.

There is no concrete or solid evidence from Guarantor or Government to settle AKL
outstanding loan.

In conclusioh, given the uncertainty and doubt whether these loans will be recovered
resulting in the recognition of income and the fact that these loans reported as
current asset, the audit is of the view that these loans should be disclosed as a
contingent asset according to I1AS37(provisions, contingent liability, contingent asset)
as required by 89 paragraphs where an inflow of economic benefits is probable.

| have conducted my audit in accordance with International Standards of Supreme Audit

Institutions (ISSAI). My responsibilities under those standards are described in the Auditot’s

Responsibilities paragraph of my report. | am independent of the Company in accordance

with the Ethical requirements that are relevant to my audit of the financial statements of the

Company, and | have fulfiled my other responsibilities in accordance with these

requirements. 1 believe that the audit evidence obtained is sufficient and appropriate to

provide a basis for our qualified opinion.



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 1AS, 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
Company’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’s or to cease operations, or has no realistic alternative but
to do so. |

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

reporting process.

Auditor’s responsibilities for the Audit of the Financial Statements

Qur objectives are to obtain reasonable assurance about whether the financial statements as
a 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 scepticism 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
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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 Commission’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 Commission.
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.
Qur 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 Commissidn to cease to

continue as a going concern.

. 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
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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

KPF is not as SOE therefore KPF is not required to comply with SOE Act 2013 Section 20 in

submitting a financial statement three months after a financial period ended.

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 KPF.

Date:28/11/2023

Mr Eriati Tauma Manaima

Auditor General
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