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FOR THE YEAR ENDED 31 DECEYJBER 2007
EXECUTIVE SUM M ARY

Findings:

@ The companq' made an operating and net profit in 2007 and u'ell as in the preN'ious
full l'ear reported (paragraph 2. 1)

* The companl' had a good financial health for 2007 and in the preA'ious j'ears
(paragraph 2.2)

@ Sales dockets u'ere not aq'ailable during the audit (paragraph 3 . 1)

* Stock sheets for both Tarau'a and Kiriîimati u'ere not prcsented dtlring the audit
(paragraph 3.2)

* Original pal'roll sheets were misplaced (paragraph 3..3 )

@ Staff loan (paragraph 3.4)

* Trade Debtors (paragraph 3.5)

@ Significant A'ariances bctwccn the Vendor balance and Financial Statem ent
(paragraph 3.6)

. Still there is no Fixed Assets Register been maintained (paragraph 3.7)

Recomm endations:

2 - s'lanagement should continue u'ith its endeasrors to maintain protitabilitl'
and a positiq'e working capital.

* s'Ianagem ent should ensure that all documentaîion is m ainîained. kept in a
safc place for future ret-erences and be readi l)' on hand upon request.

3. 1 Sales
3.2 Stock
3.3 Pal'roll
3 . 5 Staff Loan
3.6 Trade Debtors

* Nlanagement is required to make adjustments and improN'e the conlrol oN'er
creditors and to make sure the creditors are reconciled o1) a m onthll' basis

@ s'lanagem elu should establish an asset rcgistcr as a prioritl'.

* Nfanagement should reN'iew anl' other mentioned in nA)' t'indings and make
adjustlnents u'here necessarl'.
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As required b)' Part V1 of the Public Finance (Control and Audit) Ordinance 1976. I hal'e
completed the audit ofthe Kiribati Supplies Com pan) I.imited for the l'ear ended 31
Deeember 2007 in accordance with the releA'ant statutor) proq'isions and normalll'
accepted Auditing Standards.

General

Kiribati Supplies Company Limited was incorporated on 27 5.Ia) 1990 n'ith a share
capital of 500 ordinary shares of S1 each. wholll' subscribed b)' the GoA'ernm ent of
Kiribati to tak eoN'cr the operations of the Goq'elmment Stlpply Fund, The Companl'
comm enced on 1 Junc l 990.

2 Finance
2.1 Financial Perform ancc

Performance of the companl' for the past seN'cral financial l'ears follou s:

l Dec 2007 i Dec 06 ù M ay 06 20051 
I k .

. I (6 mths) 1 .
i i' . '
! ESales 3.70 1 .73 8.3 5 . 2,604,447.43 4.808.009.05 4, 1 37.859

.:03
: '
'. ; '

Less Cost of Sales i 2.45 8.7 5 l .5 8 i 2,526,008.76 k 3 .5 83 .808.8 1 3 ,48 l . 5 -43 . 79
Stock Obsolesence u'.Jb .1 554,346.69 ù

1 ! .
I .

:
-
çl'pss Profit ' 1 ,242.986.7 7 1 .224.200.24 706.2 85 .24

;

j ù SPlus) Other lncome 36.052.85 i 39,745.03 i 80.453 .78 27, l 83 ,40

! l k
-
vross Protit 1 .279.039.62 1 672,530.39 ! 1 .304.654.02 q, 733.468.64E

'I'otal Operatint Expense . 9 l 8.953 .93 ! 6 13.866.29 I 1 .273. l 92.24 1, l 9 l .3 l l .87
! 

' .
'

I ')
Operaling Profit/tl-oss) 360,080.69 i 58-664. l 0 , 3 1 .46 l .78 (457,843.23)
N'aluation resela'e rcleased ' 2933 . 1 7 ' 4, 1 70. 83 7 l 50 7 1 50

; '! 
ë

' ' 
' 

) 2 835 1 0 E 38 6 l l 78 (450 693.23)Net Pl ofit, (Loss) : 386,94 l .66 6 , . . . ,

The aboA'e table indicatcs that KSCL had a net profit for thc q'ears h'lal' 2006 and Dcc
2007 and îhat îhis profit has increased signiticantll' betu'een periods. Although gross
sales has reduced from 2006 to 2007 this has be offset b)' a reduction in the cost of sales
and total operating expenses. These results are N'er).' favorable pal-ticularll' giN'cn
significant net loss sustained by KSCL in 2005.

l 6 lnonth tigures are no1 comparable
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;.g--Financial Position

Current ratio:

2007 2006 (6 mths) j 2005 2004 E 2003: ) :.
3.400.351 .46 2,944,773.99 i 3.729. 125.25 ! 4. 1 15.432.86 3.366. 1 23.45
825.539.35 655,41 1 .51 y 1 ,992,053.59 1 .955.825.93 7 1 , 161 .928.47 .: '

i I .
4.12 4.49 # 1.87 : 2,10 ' 2.90 y

As shown in table aboq'e. KSCL has a heahhl' and increasing current ratio between the
2006 and 2007 J'ears. This indicates that the com pany has the ability to pal' off it short
ten'n liabilities when thel' fall due.

3 Audit Findings

3.1 Sales
A udit could not A'erifl' the sales tigures retlected in the accottnts because of the absence
of suppol-ting documentation.

Recom mendation
KSCL should maintain adcquate documemation.

3.2 Stock
The audit noted that the stock sheets were not aN'ailable during îhe auditing as u as the
casc in the preA'ious l'cars auditz

, 'l'herefore 1 could not verify îhe correctness of stock
balances as shou'n in the tinancial statement. Consideration should also bc giA'en to
coluputerizing its im 'entorl'/stock sl'stem which will giN'e rise to efticiencies.

Recom m endation
That stock sheets should be kept properly and updated regularly.

3.3 Pal'roll (Salaries).
Pal' rccords for the m oths of 5'' larch up to Sept. No's' & Decem ber 2007 were not available
during the audit. U'pon reA'iew of selcctcd pal' pcriods wc notcd:

* a num ber of anomalies îhat were not m aterial, and
@ that some staff did not sign thcir salarics.

Recom m endation
KSCL should maintain adequate pal' records and ensure Shat all staff sign the pal' record
sheet.

3.4 Staff loan
Staff Loan account balance could not be A'erified due to the follou ing u'eaknesses:

2 5.1) oft-ice uras ad'k ised b) KSCL that the stock sheets had been found after the audit Bras compleled and as
such urere not res'iewed
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@ Supporting document were not aA'ailable
* Listing n'as not aA'ailable

Subsidiarl' cards wcre not aA'ailable
. Balance as per General Ledger u'as not agree B'ith the Draft account

Subsidiarl' ledger cards and other releA'ant docum ent are A'erl' impol-tanî for N'erilication
purposes and thel' should alwaq's be aA'ailable for atlditing.

Recom m endation
Management should enstlre that al1 staff loan documenîs are readill' aA'ailable during the
next audit.

slanagem ent response
B-ill u'rite off staff loan in 2008

3.5 Trade Debtors
Thc audit noted that:

@ there was no opening balances included in the subsidiary ledger cards. and
some invoices were not availabtc upon request

Therefore n'e cotlld not A'erify the con-ectness of îhc balances disclosed in the account.

Recom m endation
That KSCL shotlld maintain adequate dgculnentation. and rectifl' the opening balances in
1he subsidiarl' ledger cards.

3.6 Trade Creditors:
Trade creditors total balance appeared in the Print-out Vendor Balance Detail uus
S 1 .079.6 l 7.65 u'hereas appeared on the Account S8 1 3.27 l .52. a A'ariance of
5266.346. 1 3. .A mongsl other things this indicates lack of reconciliation between the
control and subsidiary accounts.

Rccomm endation
Reconciliation of Trade Creditors Control account and Subsidiary accotlnts on a regular
basis is strongll' recom mended. M anagem em is rcquired to reA'iew the Trade Creditors
Control and Subsidiarl' accounts balances and make adjustments n'here necessarl'.

3.7 Fixed A ssets
No asset register u'as maintained therefore the audit were unable to N'erif).' the balances
disclosed in the draft account. B'ithout such register, the companl' would not be able to
properlq' account for all it t'ixed assets and depreciation charges

Compounding îhis is the fact that a register has not been in existcnce since 1999
. and

action should be taken to rectifl' this as a prioritl'.

Recom m endation
slanagement should establish an asset register as a prioritl'.
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A L'DIT OPI-NION

Scope s,
' dited the accotlnts of the Kiribati Supplies Compan) Limited for the ) ears ended 3 ll h

a& e au

December 2007.

Tlle preparation and the pl'esentation of the accotlnts alld the inforluation contained thereil). as
ueell as the existencc of internal controls. u'llich shetlld be fulll' effecti: e for the prey elltion of
en'or or fratld are the responsibi lities of the Conlpan/'. 5.j) responsibilitl' is to exprcss an opinion
on tlle accotlflts based on 1n) atldit as requil'ed b) Part '8.?11 oî the PLlblic Finance tC()lltrol and
Atldit) Ordinance 1 976 and the Colupan3' Ordinance.

I conducted lu),' audit in accordance u ith the normalll' accepted atlditing Standards and Stattltor)
requireluents to proA'idc reasonablc assurance as to hvhether the accotlnts are free frolu lnaterial
l'nis-statelnellts. 5zl).' procedtlres incltpde exanlinalion. on a test basis. of eNridence supponing the
amount and other disclosures in the accotlnt and the e: aluation of accotlnting policies and

significant accotlnting estiluates.

These procedures ha: e beel) undel-taken to form an opinion as to 'SN hether. in all material respects.
the accounts are presented fairll' in accordance nrith the normalll' accepted Accounting Concepts
and Stalutoo' reqtlirements, so as to present a N'iew of tke Colnpanq' u hich is consistent u ith ml''
understanding of its finaneial positiolt. the results of its operations and its cash flows.

Qualification
As noted in paragraphs 3 . 1 to 3 .7 the doculnents necessarl' for the perforlnance of the atldit U ere:

not made as'ailable for req ieu'
Nvere incorrect or incomplete. or

@ not reconc iled.

As the remaining accounting re'cords u ere not adequate to pennit tlle application of necessar)
auditing procedtlres and N'ariances are material. 1 anl ullable to obtain a1l fhe infbnndticyn and
explanations B'e reqtlire in order to fonn an opinion.

Audit Opinion
Ill 111)., opinion. becatlse of the existence of thc lilnitation of scope of 1n),' U ork as described in the
jtlalification paragraph. 1 am tlnable to and do not exprcss an opiniol) as to U hether financial
statements presented fairll' in accordance Ns ith applicable Accounting Standard. the Companl'
Ordinance 1 976 alld lhe mandatorl' professional reponing requireluents of the financial positiol)
of Kiribati Stlpplies Compan) I-ilnited as at 3 1St Decelnber 2007 and the restllts of its operations
and its casll floAl s fol' the ) ear then ended.

/ ;' -/ w
Raimon Taake
Atlditor General

1 8:1' August 2.009


