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Audit for an impact for the public

Independent Auditor’s Report

To the readers of
Public Utilities Board financial statements
For the year ending 31 December 2014

Report on the Financial Statements

The Auditor-General, Mrs Matereta B Raiman, is the auditor of Public Utilities Board (PUB).

| have audited the accompanying financial statements of Public Utilities Board and it comprised
of:

e the Statements of Financial Position as at 31 December, 2014,
e Statement of Financial Performance,

e a Cash Flow statement and

e asummary of significant accounting policies and other explanatory information.

The audit covered the Boards compliance with the requirements of Part VIl of the Public
Finances (Control and Audit) Ordinance 1976 (amendments 1981) and Public Utilities Ordinance

1977 that apply to the financial statements of Public Utilities Board for the year ended 31
December 2014.

Managements and Board Directors Responsibility for the Financial Statements

PUB’s managements and Board Directors are responsible for preparing the financial statements
in accordance with generally accepted accounting practice and for such internal controls as
management determines necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

The Board of Directors’ responsibilities arise from the Public Finance (Control and Audit)
Ordinance 1976 (amendments 1981) and Public Utilities Ordinance 1977.




In accordance with Part VIl of the Public Finance (Control and Audit) 1976 (amendments 1981),
auditors are responsible for expressing an independent opinion on the financial statements and
reporting that opinion to you.

Basis for Adverse Opinion:

| am unable to satisfy myself as to the correctness of PUB’s Financial Statements for the year
ended 31° Dec, 2014 due to the following:

e A significant discrepancy of 1.59m was noted between PUB’s outstanding debt record
and KOIL’s record.

e We were concerned that PUB’s cash losses and Unallocated staff debts increased in
2014 when compared to 2013 figure.

e Sundry creditors showed negative balances hence indicating that there had been miss-
postings to the account.

e We were unable to verify Trade Debtors balance due to the following:

o Provision for Doubtful Debts deemed unreasonable as the changes in trade
debtor’s balance together with debtors written off were not considered in the
calculation of the provision.

o Aging of Debtors was not provided.

O

A variance of $39k was noted between debtor’s listing and the balance shown
on the financial statement.

e Atotal of $107,950 worth of PVs found not signed for approval hence indicating PUB’s
noncompliance to payment internal control procedures.

e Fixed Assets:
o There was no physical counting of fixed assets at year end.

o Serial numbers were not recorded in the fixed assets register making it difficult
to identify assets correctly.

» Audit fee for prior years outstanding of $15,200 were not accounted for in the 2014
account.




Adverse Opinion

Because of the significant effects of the matters described in the Basis for Adverse Opinion
paragraph, in my opinion, the financial statements of the Public Utilities Board, DO NOT give a
true and fair view, in accordance with Generally Accepted Accounting practice in Kiribati. An
adverse opinion was issued on the financial statements.

The audit was completed on 28 April, 2016 and was the date at which our opinion was
expressed.

The basis of our opinion and independence are explained below:
Basis of Opinion
We carried out the audit in accordance with the generally accepted auditing practice in Kiribati.

We planned and performed the audit to obtain all the information and explanations we
considered necessary in order to obtain reasonable 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;

e verifying samples of transactions and account balances;

e performing analyses to identify anomalies in the reported data;

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

e confirming year-end balances;

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

e determining whether all financial statement disclosures are adequate.

We randomly select transactions when conducting our audit, therefore we could not guarantee
complete accuracy of the financial statements.



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

Independence

When carrying out the audit we followed the independénce requirement stipulated under

Section 114 (4) of the Kiribati Constitution, 1979 and the International Standards of Auditing.

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

Matereta B Raiman
Auditor General
Kiribati National Audit Office
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[PUBLIC UTILITIES BOARD

EFINANC!AL PERFORMANCE FOR THE YEAR ENDED 31 DECEMBER, 2014

i

INCOME

{Electricity Sales
IWater Sales
iGovernment Subsidy™

Other Income

Total Income
EXPENDITURE

Fuel & Lubrnicant
Fuel - Motor Vehicles

KPF Contributions

Rapairs & Maintenance

Depreciation

Travelling & Transport™
| Teiecaom Charges

IChlcrination

ilnsurance & Subscriptions

;Advertis ing
|Board Expenses
[Audit rees

iLand Lease & Compensation

Bank Charges

Staff Subsidised

Interest on L/T Losa:

ther Expenses

X O

edundancy

Total Expenditure

OPERATING PROFIT/{LOSS)

ABNORMAL ITEMS

Bad/Loubtful Debts*
‘Prior Period items (PPt}

Amortisation-Aid Reserve Released as Income

'NET PROFIT/{LOSS)

Confirmed:

New Connections & Instaliations
Postage, Printing & Stationeries
Operating & Other Supplies

Lteave Grants & Passages
‘alaries, Overtime & Allowances

QOverseas Travel & Training

NOTES 2014

10,021,781

708,488

7 480,000
228,430

11,438,698

8,536,879
63,439
27,304
29,031
25,833
80,732

103,530

1,608,537

122,732

1,309,262

47,060

ki1 42,404

47,191
56,722

12,341,563

{902,864)

8 14,926
1,007,443

119,504

10,522,698

8,144,€22
58,527
36,097
27,850
18.529
80,124
97.563
1,650,321
192,657
1,325,900
33,302
27,481
45,288
52,978
7:575
19.784
231,233
3,097
42.086
28,731
35,538

11,955,983

(1,433,285)
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'PUBLIC UTILITIES BOARD
FINANCIAL POSITION AS AT 31 DECEMBER, 2014

ICURRENT ASSETS
{Trade Debtors™
Provision for Bad Debts
ISundry DRebtors
{Prepaynient

|Staff Debts

h at Bank

rovision for Obsolete Stock

Total Current Assets

{CURRENT LIABILITIES

ccted / Payable®™

Total Current Liabilities
WORKING CAPITAL
NON-CURRENT ASSETS

Buildings
Plants & Machineries

Furmiture, Fittings & Equipment
iViotor Ve hiclies

iAccumulated Depreciation

iTotal Non-Current Assets

ILONG-TERM UABILIT!ES.
TADB Louan

i Total Long-Term Liabilities
INET WORTH
iSHAREHOLDER'S EQUITY
iCapital Reserve

{Accumuiated Profits/(Losses)

;TOTAL SHAREHOLDER'S EQUITY

Confirmed:

NOTES 2014 2013
7,289,051 5,681,505
(203,185) (903,185)
2,800 41,015
61.899
172,540
s 57,773
1,295,552
7,983,430 6,312,439
3 (65,958
9 8,791,402 7,630,720
(48,280) 39,639
10 SH1.838
9,324,961 7,604,401
{1,341,530) (1,291,962)
1,252,861
43,445,257
558,445
1,656,730
(25,112,021
2 21,801,272 22,919,233
3 3,962,152 1,034,420
3,968,462 4,034,420
16,491,280 17,592,851
4 26,715,980 27,937,056
6 {10,224,700) (10,244,204

16,491,280

17,592,851

Chief Executive Officer
{interim)
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[PUBLIC UTILITIES BOARD
FINANCIAL PERFORMANCE FOR THE YEAR ENDED 31 DECEMBER, 2014

{

INCOME NOTES 2014
;Eiectncity Sailes i} 10,021,781
\/\/ ter Sales 708,488
wovernment Subsidy™ 7 480,000
Other income 228,430
Total Income 11,438,699
EXPENDITURE
Fuel & Lubricant 8,536,8/9
Fuei - Motor Vehicles 63,438
New Connections & Instaliations 27,304
Postage, Printing & Stationeries 29,031
Operating & Other Supplies 25,833
KPF Contributions 80,732
Leave Grants & Passages 103,530
‘alaries, Overtime & Allowances 1,608,537
[Repairs & Maintenance 122,732
{Depreciation 1,309,262
éOverseas Travel & Training 47,060
éT:ave:lling & Transport™ i & 8 42,404 ’
iTeiecom Charpes 47,191
éChlL}rin.«.‘Uun . 56,722
linsurance & Subscriptions 10,142
|Advertising 20,846
|Boa rd Expenses 28,076
[Audit rees 2,500
iLand Lease & Compensation 4,713
ER nk Charges 53,497
Staff Subsidised Rent 24,935
Interest on L/T Laan
Other Expenses 96,198
Redundancy
Total Expenditure 12,341,563
OPERATING PROFIT/(LOSS) {902,864)
ABNORMAL ITEMS
Bad/Doubtiul Debts ™ -
Prior Period items (PPt} 8 14,926
Amortisation-Aid Reserve Released as Income 1,007,443
NET PROFIT/(LOSS) ‘ , 119,504

2013

9,563,756
339,062
480,000
139,873

10,522,698

8,144,€12
58,527
36,097
27.850
18.529
8C,124
97,563
1,650,321
192,657
1,325,900
33,302
27,481
45,288
52,978

e A

11,955,983

(1,432,285)
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'PUBLIC UTILITIES BOARD
FINANCIAL POSITION AS AT 31 DECEMRBER, 2014

{interim)}
i

NOTES 2014 2013
ICURRENT ASSETS
[ Trade Debtors™ 7,289,051 5,681,505
[Provision tor Bad Debts (203,185) (903,185)
f‘xur'u‘!,ﬁ./ dobtors S 200 41,015
{Prepaynment 61,899 |
iStaff Debts 172.540 180,48 i
hat Bank s 57.773 |
5 1,295,552 1 i
avision for Obsolete Stock {
‘Total Current Assets 7,983,430 6,312,439 v
%
|{CURRENT LIABILITIES {
|
1]
ICurrent Portion of L/T Loan - ADB 3 {65,958)
i 9 8,791,402 7,630,720
(48,280) 39,639
® 10 581.838
{ 9,324,961 7,604,401
{
%WORK!NG CAPITAL {1,341,530) (1,291,962)
?NON-CURRENT ASSETS
iBu:i:jinf.g,: 1,252,861
{Plants & Machineries 43,445,257 16
{Furniture, Fittings & Equiprent 558,445 15,739
| Motor Vehic i, 656,730 1,653,230
iNccumulated Depreciation (25, 112,021 {23,802,7598)
ETotal Non-Current Assets 2 21,801,272 22,919,233 |
ILONG-TERNM LIABILITIES
(ADS Loan 3 3,968,452 41,034,420 |
|
! Total Long-Term Liabilities 3,968,462 4,034,420 |
INET WORTH 16,491,280 17,592,851
ISHAREHOLDER'S EQUITY '
{Capital Reserve a 26,715,980 27,937,056 ;
{Accumulated Profits/(Losses) 15 {(10,224,700) (10,244,204) ]
: |
4 |
1 = SRECE — {
[ TOTAL SHAREHOLDER'S EQUITY 16,491,280 17,592,851 |
/ !
7 i
= |
f/ / i o - = ‘
(I (ol v VL SR |
Confirmed: Chagirman Chief Executive Ofﬁceri
|
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[PUBLIC UTILITIES BOARD

ZCASH FLOW STATEMENT AT 31 DECEMBER, 2014
|

Notes 2014 2012 i
;Cash Flows from Operating Activities
iCash Receipts from Custom=rs & Other Income 9,772,067 9,072,852
g&‘gx;.kx Paid to Suppliers, Employees etc (9,979,372) {2,588.1430)
Net Cash Filows from Operating Activites (A) (207,305) (515,571)
Cash Flows from Financing Activities
(Covernment Subsidy 430,000 430,000
iNet Cash Fiows from Financing Activites 480,000 480,000
Cash Flows from Investing Activities
Zash Proceeds from Aus/id Hroject 430,455
1 Prg s from Sale of Asserts 5.650 1,900
interest Received = 4632
Iransfer toc Chegue Account {90,000)
Casih Paid trom AusAid Project Funds (205,738) (33,984)
urchase of Assets (144,8243 (182,808)
Net Cash Flows from investing Activites (344,307) 66,027
.et increase / (Decrease) for the Period {72,212) 30,456
Adc Cash Balances & Cash equivalent at the Beginning 129.986 93,530
Cash Balance & Cash equivalent at the End of the Period 572,273 129,986 [
Cash & Cash Eguivalents
Cash at Bank - Cheque Account (74,491) (208.012)
Project Funds 130,783 336,471
Petly Cash Q00 o0
Ssterest Bearing Deposit (1IBD) - BOK 6532 627
Total s 57,773 129,986
(A) Reconciliation of Operating Profit / (Loss) to Net Cash Provided {Used) by Operating Activities
Operating Protit (Loss) for Year (902,864) {(1,433,285)
Depreciaiion 1,309,262 1,325,900
Covernme b (120,000) (180,0C0)
increase / Decrease in Trade Debtors {1,607.346) 3,420,169
increase / Decrease in Prapayment/Sundry Debtors (30,684) 33,635
Increa / 3 in Staff Debts 7.920 (51,021)
Increase / Decrease i Stock (112.913) 49,832
/ Decreases 1n Irade Creditors 1,160,682 929,566
/ Decrease in Sundry Creditors (87,919) 37,842
/ Decrease in Capital Aid Reserve (1,221,0786) 2,891,469
/ Deciease in Fixed Assets (191,202) (589,538)
/! Decrease in Equity Injection ] {(3,169,520)
Hincrease / Decrease in VAT Collected / Payable 581,838
Ex_ zpital Aud Reserve - Released as Income 1,007,443 958,018
f‘D"; Transter to Chegque Account 20,000 i
[1BD interest Received (%) (463)
{Price Poriod Herms 114,926 (138.548)
P Debls Wihittten-0Off (3,384,061)
iProceeds from Sale of Motor Vehicle {2,650) {1.900)
E.L‘«:J}u‘;!rrn_ on Project Funds 205,738 (2365,471)
tent on bixed Assets and Stock 144,824 182,808
{Cash Flows from Operating Activites {(207,305) (5315, 571)7
i
{

Confirmsd:
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PUBLIC UTILITIES BOARD
NOTES TO AND FORMING PART OF THE ACCOUNTS
YEAR ENDED 31 DECEMBER 2014

{1} Statement of Accounting Policies

The accounts of the Board have been drawn up in accordance with Generally Accepted
Accounting Principles and International Accounting Standards and the reguirements of the
Law of the Republic of Kiribati. They have been prepared under the Historical Cost Convention
and the Accrual Basis of Accounting has been used.

The Accounting Policies have been caonsistently applied unless otherwise stated. Set out
below is a summary of the significant Accounting Policies adopted by the Board in the

preparation of the Accounts.

(a) Depreciation of Fixed Assets

G
gt}

1%
1A

d Assets, including donated assets are depreciated over their estimated useful lives using
Straight Line Method.

-t

siring the stock and bringing it to the existing condition and location.

(c) Grantsand Subsidies

Grants received for Capital Assets are recorded in the Balance Sheet as Deferred Income and
Amortized as Income for subsequent periods at a Rate of Depreciation applied for the Capital
Assets acquired under a grant.

(d} Foreign Currency

n Currency Transaction is recorded at its Local Currency (Australian Dollar) equivalent

in use when the tran

>

' occurs. Gains and losses arising from Foreign Currency

riosses for the period when the transactions occur.

(e} Long-Term Debt

The Current Portion of Long-Term Debt is recorded as a Current Liability according to the
Repayment Terms of the relevant Loan Agreement.
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{3} Asian Development Bank (ADB) & ANZ Bank {Kiribati) Limited Loans

(a8} Loan No. 786 - Wartsila Generator

1.
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Notes to and Forming Part of the Accounts (Con'd)

{4) Capital Reserve 2014 2013

Balance 31/12/14 18,486,080 20,493,523

Revaluation Reserve

Baiance 1/01/12 3494
- 7228800
Tota 26,715,980

{5) Cash at Bank

31/12/2014 i

w

{6} Accumulated Loss
Balance 1/01/14 -10,344,205 -5,346,329
ot Profit/Loss () for th 118,504 4,997,876
Balance 51/12/14 -10,224,701 -10,344,205



Notes to and Forming Part of the Accounts (Con'd)

{7) Government Subsidy

Total 480,000 480,600

nNo
D
-
s
Ul X
D
f—
w

{1/ 4/0] 12,450
N can
2,504
0 126,069

{9) Trade Creditors

Trade Creditors - Local

29 TR Em e i o e S, e & saEdidn v et o8 S EfEg =
JUL t 0 CNange upon rece 2 < (S{3NSCINg geli o 51.4 Miiitd
= 5 5

10) VAT Collected / Payable

.\ rom CIiNArAN TAF AAYA AAvEiAcs FA T Al
pereconsigerec 1or potn parties o ninal

Aint oy A cHmant
QUNTTIOr Inem, Agjusiment w

Confirmed: /Chairman Chief Executive Officer
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