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PART 1: INDEPENDENT AUDITOR’S REPORT 
 
REPORT ON THE AUDIT OF THE GOVERNMENT OF KIRIBATI ANNUAL ACCOUNT FOR THE YEAR 
ENDED 31ST DECEMBER 2019 
 
Disclaimer of Opinion 
 
I have audited the Government of Kiribati Annual Account for the year ended 31 December 
2019 in accordance with Section 114 (2) of the Kiribati Constitution, Part VI of the Public 
Finance (Control and Audit) Ordinance 1976 and Section 22(1) of the Kiribati Audit Act, 2017. 
The Annual Account comprise of the following: 

 Statement of balance sheet 
 Statement of receipts and payments by Heads or ministries 
 Statement of comparative actual and estimated revenue & expenditures by subheads 
 Statement of Special Funds’ balances by annual and aggregate receipts and payments; 
 Statement of other ledger accounts and remittances balances 
 Statement of balances on advances account from Consolidated fund 
 Statement of balances on advances accounts from deposits 
 Statement of balances on deposit accounts 
 Statement of contingent liabilities*1 
 Statement of investment 
 Statement of outstanding loans made from the Consolidated fund*  
 Statement of the Public Debt* 
 Statement of arrears of revenue by subheads* 
 Statement of the balance on the Development Fund  
 Statement of balances on the suspense account 
 Statement of unauthorized expenditure by subhead* 

 
We do not express an opinion on the accompanying Kiribati Government Annual Account as at 
31 December 2019. Because of the significance of the matters described in the Basis for 
Disclaimer of Opinion section of our report, we have not been able to obtain sufficient 
appropriate audit evidence to provide a basis for an audit opinion on these financial 
statements.  
 
Basis for Disclaimer of Opinion 
The following provides the basis on which the Disclaimer of Opinion is issued: 

 Outstanding 2018 audit issues (refer Table 1.1a) 
 2019 Significant audit findings  

o Overstatement of revenues in the amount of $497k due to no adjustment made to 
reverse bounced cheques (refer section 2.1) 

 
1 *The above marked Statements are prepared by the Accountant General for information only but are not 
accounted or reflected in the Government of Kiribati Annual Account for year ended 31 December 2019.  
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o Unable to verify recurrent expenditures total $665k due to no returns for PVs and 
DWs submitted by Kiribati High Com, Taipei Mission and New York Mission (refer 
section 2.2) 

o Understatement of Recurrent Expenditure in the amount of $645k (Bank Salaries 
$421k and KPF Contribution $224k) due to expenditures allocated or accounted as 
Sundry Deposits and no adjustment made before the close of the account (refer 
section 2.2) 

o Total net credit for Special Fund of $38k is wrongly accounted as an adjustment to 
the consolidated fund (refer section 3.1) 

o Total net debit for Special Fund is wrongly accounted as an adjustment to the 
development fund (refer section 3.2) 

o Total Kaoki Mange expenditure of $44k could not be verified due to no supporting 
provided (refer section 3.2) 

o The audit found a difference of $1.7 million between the Annual Account and IBD 
bank confirmation (refer section 4.2) 

o Other funds or project balances of $3.2 million is wrongly reported under cash on 
hand (refer section 4.7) 

o EFTPOS balance reported in the Annual Account is less than the closing bank balance 
in the amount of $931k (refer section 4.8) 

o Unable to verify advance amount of $5 million due to unavailability of supporting list 
(refer section 5.1) 

o Incorrect total balances of $202k for other imprest account (refer section 5.2.2) 
o The audit found inactive total dishonored cheque of $718k in which no action or 

follow up has been done to recover the amount (refer section 5.3.1)  
o Incorrect balance for K0049* under advance account totals $26k (refer section 5.3.2)  
o The audit found that imprest balance reported in the Annual account is greater than 

the provided listing in the amount of $186k (refer section 5.3.2)  
o Unable to verify the opening balance of the Bank Agency Arrangement account of $5 

million due to no listing provided (refer section 6.2.2) 
o The balance of Unclaimed Prior year Cheques under Deposit account did not agree 

with the provided listing in the amount of $38k (refer section 6.2.3)  
o Variance found between database and GL for telmo account in the amount of $8 

million (refer section 6.4) 
o Unable to verify PIPA Trust Fund of $2.6 million under Investment account due to no 

supporting details provided (refer section 8.4) 
o Other investment accounts had overstated investment balance in the amount of 

$324k (refer section 8.5) 
 
I have conducted my audit in accordance with International Standard on Auditing (ISA). My 
responsibilities under those standards are described in the Auditors’ responsibilities paragraph 
of my report. I am independent of the Ministry in accordance with ethical requirements that 
are relevant to my audit of the financial statement in Kiribati and I have fulfilled my other 
responsibilities in accordance with these requirements.  

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis 
to my opinion. 
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Emphasis of Matter 
 
I draw attention to the followings:  

 The value of the Revenue Equalization Reserve Fund (RERF) presented in the 
Government Annual Account for the year ended 31/12/2019 as submitted by the 
Custodian to the Ministry of Finance and Economic Development which we do not audit 
nor is it audited by anyone.  

 The preparation of Government of Kiribati Annual Account for the year ending 31st 
December 2019 still haven’t adopt applicable Accounting Framework i.e. International 
Public Sector Accounting Standards for Cash Basis.  

 
Management Responsibilities for the Government Annual Accounts 
 
The Accountant General is responsible for the preparation of the Government of Kiribati Annual 
Accounts in accordance to Public Finance (Control and Audit) Act, and the Financial Regulation 
2011. He (Accountant General) is also responsible for the designing, implementation and 
maintenance of internal controls relevant to the preparation of the financial statements that are 
free from material misstatement, whether due to fraud or error. 
 
Auditor- General’s Responsibilities for the audit of the government Annual Accounts 
 
My objective is to obtain reasonable assurance about whether the Government of Kiribati 
Annual Account for the year ended 2019 as a whole are free from material misstatement, 
whether due to fraud or error, and to issue an auditor’s report that includes my opinion. 
Reasonable assurance is a high level of assurance but is not a guarantee that an audit 
conducted in accordance with ISA will always detect material misstatements when it exists. 
Misstatements can arise from fraud and error and are considered material if, individually or in 
aggregate, they could reasonably be expected to influence the economic decisions of users 
taken on the basis of the financial statements.  

As part of an audit in accordance with ISA, I exercise professional judgement and maintain 
professional skepticism throughout the audit. I also 

 Identify and assess the risks of material misstatement of the financial statement, 
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 of 
opinion. The risks of note detecting a material misstatement resulting from fraud is 
higher than for one resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentation, or the override of internal controls. 

 Obtain an understanding of internal controls 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 Ministry’s internal control.  

 Evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimate and related disclosures made by the Ministry.  
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Communication with those charged with governance 

I communicate with the Accountant General regarding among other matters, the planned scope 
and timing of the audit and significant audit findings, including any significant deficiencies in 
internal control that identify during my audit.  
 

 

 

Eriati Tauma Manaima      

AUDITOR –GENERAL     13th April 2021   
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PART 2: SIGNIFICANT MATTERS ARISING FROM THE AUDIT OF THE 
GOVERNMENT OF KIRIBATI ANNUAL ACCOUNT FOR THE YEAR ENDED 2019 
 

OUTSTANDING AUDIT ISSUES  
 

Significant audit issues in 2018 Management Response 
The audit found a difference of $1.14 million between total 
salaries reported in the Management Report and the General 
Ledger in 2018  

To reconcile and to 
encourage line ministries 
to contact for 
adjustment related to 
Personal Emolument  

Total unreconciled deposits of $777k and outstanding 
cheques of $1.18 million from previous years were still 
reflected in the cash book for No.1, No.4 & No.5 accounts.  

Agreed, to be corrected 
in 2020 Account 

IBD balance reported in the Annual Account 2018 is less than 
the balance as per confirmed by the Bank in the amount of 
$1.22 million  

Agreed, to be corrected 
in 2020 

The Kiribati High Commission bank balance reported in the 
account is less than the cash book (audited) in the amount of 
$234,063  

Reconciliation is targeted 
to be done in 2020 

Interest income of $1.8 million earned in 2018 from State 
Street Cast Trust investment is not accounted as government 
revenue income  

Agreed, to be included in 
2020 

Outer Island State Fund balance reported in the Account is 
greater than the amount recorded in the Cash book by $1.6 
million  

Will look into and 
correction to be 
reflected in 2020 

An amount of $4 million remittances to the outer island has 
no supporting returns  

Agreed to minimize 
errors 

Standing Imprest of $4.7 million relating to previous years  Way forward to improve 
database, reconciliation 
and monitoring of 
imprest 

Salary advance that cannot be recovered and still reported in 
the Annual account $737k  

Reconciliation and to 
abolish Salary advance 
from NCS- extra burden 
to salary.  

 
Table 1.1 (a) Outstanding Audi Issues 2018 
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2019 AUDIT FINDINGS & ANALYSIS 

1. STATEMENT I- Balance Sheet as at December 2019 
 

 

Table 1.1 Balance Sheet as at 2019 (Refer to The Government of Kiribati Annual Account for the year ended 2019 p. 
14) 

Account Classifications
Notes (refer 
Statements)

2019 2018

Investments
Investments with Northern Trust XI 503,106,462.22 466,020,234.78
Investments with Blackrock XI 650,282,153.44 507,187,041.77
Land in Fiji XI 9,300,180.00 9,300,180.00
PIPA Trust Fund XI 2,623,224.00 2,623,224.00
Other Investments XI $324,736.90 $324,736.90

$1,165,636,756.56 $985,455,417.45
Cash
Cast at Bank and on hand VI $354,852,729.00 $322,605,090.47
Cash in Transit XIX $6,830,045.58 $5,588,187.32

$361,682,774.58 $328,193,277.79
Advances
Public Officers VII $15,893,410.71 $15,228,458.58
Sundry Advances VII $847,240.44 $0.00

$16,740,651.15 $15,228,458.58

SUSPENSE XVII $13,414,935.05 $12,038,069.84

TOTAL Assets $1,557,475,117.34 $1,340,915,223.66
Less:
Deposits
Deceased Native Estates IX $1,308,514.61 $1,155,086.58
Public Officers IX $14,357.66 $11,283.60
Sundry Deposits IX $804,600.48 -$848,649.99
Sundry Advances IX $0.00 $96,082.39
Telmos IX $4,613,943.91 $4,645,029.27
Total Liabilities $6,741,416.66 $5,058,831.85

Total Net Asset $1,550,733,700.68 $1,335,856,391.81
ATTRIBUTABLE TO
Consolidated Fund II $144,501,458.83 $105,613,090.19
Development Fund XVI $110,586,179.03 $118,499,639.10
Revenue Equalization Reserve Fund XX $1,153,388,615.66 $973,207,276.55
Special Funds V $12,381,572.02 $10,582,188.32
Other Funds V $129,875,875.14 $127,954,197.65
Total Equity $1,550,733,700.68 $1,335,856,391.81



9 | P a g e        A U D I T O R  G E N E R A L ’ S  R E P O R T - A N N U A L  A C C O U N T  2 0 1 9   
 

2. STATEMENT II- Statement of Receipts & Payments 

 

Table 2.1 Statement of Receipts and Payments as at 2019 (Refer to The Government of Kiribati Annual Account for 
the year ended 2019 p.16) 

 

Government of Kiribati Consolidated Fund as at 31st December 2019

Description Org Budget Rev Budget Actual Over (Under) Org Budget Rev Budget Actual Over (Under)
Contribution to Development Fund 45,024,288 90,742,182 93,110,567 2,368,385 0 0 0 0
Office of Te Beretitenti 2,439,553 2,515,958 2,478,093 -37,865 0 0 0 0
Public Service Office 1,249,402 1,338,042 1,168,551 -169,491 0 0 0 0
Judiciary 2,322,267 2,322,267 2,354,587 32,320 -240,000 -240,000 -713,288 473,288
Police and Prisons 9,552,797 9,552,797 9,452,876 -99,921 -87,500 -87,500 -106,042 18,542
Public Service Commission 311,829 350,212 314,233 -35,979 0 0 0 0
Foreign Affairs 3,147,802 3,147,802 3,048,318 -99,484 -100,500 -100,500 -171,752 71,252
Ministry of Internal Affairs 2,998,910 2,998,910 2,750,723 -248,187 -2,029 -2,029 -790 -1,239 
Ministry of Environment, lands and Agricultural Development 4,221,155 4,221,155 4,127,449 -93,706 -242,570 -242,570 -493,874 251,304
Maneaba ni Maungatabu 4,203,052 4,203,052 4,092,229 -110,823 -5,850 -5,850 -14,786 8,936
Ministry of Commerce, Industry and Cooperatives 2,356,176 2,356,176 2,195,175 -161,001 -66,434 -66,434 -109,541 43,107
Kiribati Audit Office 879,566 936,334 845,299 -91,035 -27,000 -27,000 -400 -26,600 
Office of the Attorney General 868,963 868,963 876,570 7,607 -850 -850 -108 -742 
Ministry of Fisheries and Marine Resources Development 3,826,983 3,826,983 3,705,739 -121,244 -135,101,000 -135,101,000 -226,522,654 91,421,654
Ministry of Health 24,319,755 24,319,755 24,131,222 -188,533 -103,600 -103,600 -140,866 37,266
Ministry of Education 28,466,425 29,157,939 28,524,268 -633,671 -100,100 -100,100 -312,937 212,837
Ministry of Information,Communication, Transport 4,285,861 4,275,861 4,145,307 -130,554 -2,569,369 -2,569,369 -2,691,121 121,752
Ministry of Finance and Economic Development 3,854,687 3,854,687 3,707,278 -147,409 -64,649,358 -64,649,358 -52,458,648 -12,190,710 
Ministry for Women, Youth, Sport and Social Affairs 1,993,617 1,993,617 2,051,609 57,992 -21,890 -21,890 -32,505 10,615
Ministry of Infrastructure and Sustainable Energy 3,691,673 3,691,673 3,527,209 -164,464 -31,600 -31,600 -40,487 8,887
Ministry of Labour and Human Resources Development 6,288,426 6,279,926 6,150,624 -129,302 -150,000 -150,000 -250,162 100,162
Ministry of Line and Phoenix Development 4,385,495 4,385,495 4,260,999 -124,496 -555,150 -555,150 -844,702 289,552
Ministry of Justice 3,403,070 3,403,070 3,281,751 -121,319 -156,455 -156,455 -353,551 197,096
Leadership Commission 400,363 400,363 311,688 -88,675 0 0 0 0
Debt Servicing 2,776,012 2,832,582 2,845,228 12,646 0 0 0 0
Other Government Expenses 33,824,395 35,459,218 32,950,610 -2,508,608 0 0 0 0

Grand TOTAL 201,092,522.00 249,435,019.00 246,408,200.86 -3,026,818.14 -204,211,255.00 -204,211,255.00 -285,258,216.66 81,046,961.66

Statement No. II - Cosolidated Fund - Retain Earnings Calculation
2019 2018

Consolidated Fund Balance as at 1st January -105,613,090.19 -81,926,261.68

ADD: Net Movement of adjustments -38,352.84 22,525,102.67

Disclosed in the Trial Balance -105,651,443.03 -59,401,159.01

ADD:
Revenues (all C's) -285,258,216.66 -263,837,291.69

DEDUCT:
Expenditure (all E's) 246,408,200.86 217,625,360.51

TOTAL per Balance Sheet -144,501,458.83 -105,613,090.19

Expenditure Revenue
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2.1. Recurrent Revenues 2019 
 Cash book that records Recurrent Revenues 2019 is incomplete during the month 

October to December 2019. Audit cannot attest the accuracy of the total actual revenue 
for 2019 of $285,258,216.66. 

 A number of Ministry’s Revenue department were not using authorized debit note to 
keep track of the number of services and job performed that generates Revenues for 
verification and auditing purposes. The list of Ministries can be provided. 

 Revenue for Kiribati High Commission visa fees and Immigration Charges in total of 
$15,965 cannot be substantiated provided that no copies of receipts returned to the 
Treasury unit for verification purposes. 

 Reconciliation not performed between the Ministry’s record and the Treasury Unit 
records to ensure that all revenues are reported with proper accounting treatment. The 
audit cannot perform alternative reconciliation due to the incompletion of cash book 
raised in bullet number 1. 

 No adjustment being made to Revenues to initially reverse bounced cheques treatment, 
thus results in the overstatement of Revenues for 2019 in the amount of $497,801. 

 No adjustment being made to the unidentified credit (No.1) charged temporarily to the 
Sundry Deposit account in total of $342,443.09 for the period 2019, thus results 
significantly to the understatement of Recurrent Revenue 2019. 

 Independent check is not performed on Ministries revenues collected and deposited 
pursuant to section 6.17 of the Financial Regulation. Independent check is an internal 
control that initially detects weaknesses in the control of revenue collection exists 
within the Ministry. 

 Lack of responsibility in the reporting of Arrears of Revenues by Ministries. Although, 
there is no impact of outstanding revenues on the presentation of the account but 
important to emphasize for the public information on shortfall/outstanding revenues of 
the Government for the year 2019.  

 
Recommendations: 
 
MFED is recommended:  
 

 To update revenues in the cash book on a daily basis 
 To ensure that all ministries used debit note to keep track of services performed 
 To reconcile revenues against ministry divisions’ record on a regular basis 
 To review and check revenue collections on a daily basis prior to deposit  
 

MANAGEMENT RESPONSES 
 
2.2. Recurrent Expenditures 2019 

 Cash book that records Expenditure is incomplete during the month of September to 
December. Audit cannot verify the total actual expenditure of $ 246,408,280.86. 

 Ministries have performed reconciliation of Recurrent Expenditure; however, the 
following weakness is noted in the reconciliation performed: 
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i. Ministry’s objective in performing reconciliation is to check if correct allocation 
and amount is posted to the General Ledger and in the event that GL is mis 
posted, the Ministry tends to align its Database Vote to reflect actuals posted in 
the General Ledger. 

ii. Ministry does not perform mapping of Payment Vouchers to ensure that all 
Payment are posted in the General Ledger. 

iii. Ministries does not investigate if there are different amount posted in the GL 
and in the Database to ensure that payment are overpaid 
 

 No reports showing regular reconciliation of Departmental Warrant issued against the 
expenditure incurred to verify that expenditure are incurred for the purpose to which 
they are issued and provided it does not incurred in excess to the amount to which it 
has been warranted. 

 No return of PV and DW copies from Kiribati High Commission, Taipei Mission and New 
York missions’ payments voucher. The audit cannot substantiate the total operation 
expenditure incurred for Kiribati High Commission, Taipei Mission and New York Mission 
of $222,983.53, $244,630.04 and $196,905.72 respectively. 

 Weakness in the control of Salaries thus results in the overpayment as follows: 
i. Salaries being overpaid in the amount of $80,444.00, $30,331.69 and $10,239.19 

for MHMS, MOE and MELAD respectively due to continuation of Salary Payment 
during the period of Leave without pay. Details/listing of overpaid staff can be 
provided. 

ii. OAG Salaries overpaid in the amount of $500 for being one staff having Salary 
paid twice under two different salary allocation. The details of the staff and pay 
period can be provided.  

iii. PSO Salaries overpaid in the amount of $1,489 for being one staff having Salary 
paid under two different names arranged through Cash and Bank transfer. 
Details of the Employee and the pay period can be provided. 
 

 Weakness in the control of Allowance supported by Ministry’s issues as follows: 
 

i. List of MHMS specialist and consultants entitled to specialist and supervisory 
allowance is not provided to confirm the payment of such allowance. 

ii. The audit noted a double payment being made to one of MHMS Staff claimed 
specialist call, on call allowance and standby allowance in total of $1,356. Details 
of overpaid staff and pay period can be provided. 

iii. Charge Allowance being overpaid in the amount of $1,430 to one of OB Staff as a 
result of the untimely notification of the Ministry to the Payroll Unit to 
discontinue the payment of such allowance. 

iv. MOE Dirt allowance being overpaid in the amount of $239.40 in 2019 as a result 
of oversight to update the new appointment details of the employee to 
discontinue eligible allowances from prior appointment, i.e dirt allowance at the 
rate of $20. 
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v. MHMS Rural incentive allowance overpaid in the amount of $4,000 results of 
oversight to update reshuffle of employees from outer island to South Tarawa to 
cease rural incentive allowances. The list of overpaid staff can be provided. 
 

 Weakness in the control of temporary supported by Ministry’s issues as follows: 
i. The audit noted a payment of temporary salary to MLPID not supported with 

extension of appointment/contract for the period 9/02/19 – 13/04/19, thus 
results in unauthorized payment for temporary salary of $1,469.  
 

 No adjustment being made to recurrent expenditure charged temporarily to the Sundry 
Deposit account. The audit highlight as follows recurrent expenditure charged 
temporarily as Sundry Deposit due to the inability to assign correct allocation during the 
time expenditure is accounted. The inability to reconcile and adjust the balances of the 
account before the close of the financial year has result in Expenditure being 
understated in the amount reported as Sundry Deposits: 

i. Bank Salaries $421,199.59 (difference between 2019 bank Salary $4,423,592.90 
and 2018 Bank Salary $4,002,393.31)  

ii. Employees contribution to KPF $224,432.11 
 
Recommendations: 
 
MFED is recommended: 

 To update expenditures in the cash book on a daily basis 
 To perform regular check of transactions posted on the database to ensure that the 

amount and other details are correctly entered 
 To ensure that DW returns are submitted to support payments on the outer islands and 

other stations 
 To review overpayment salaries and to ensure that recoveries should be deducted from 

the concern officer’s salaries 
 
 
MANAGEMENT RESPONSES 
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3. STATEMENT V- Special Funds and Other Funds  
 

 

Table 3.1 Special fund balances as at 2019 (Refer to The Government of Kiribati Annual Account for the year ended 
2019 p. 29) 

3.1. Special funds Revenue 
 Cash book that records Special Fund Revenues is incomplete. Audit cannot verify 

revenues reported under Special Funds. Cash book revenue missed out October to 
December records. 

 Reconciliation not performed between the Ministry’s record and the Treasury Unit 
records to ensure proper accounting was maintained to Special Funds Revenues 

 Lack of supervision and disciplinary measures applied on a repetitive issue of poor 
attendance on Dai Nippon Collection leading to the continuing of shortfall in the 
collection of Dai Nippon Revenue 

 Receipt serial number 4801 – 6800 used for Dai Nippon collection cannot be 
provided/found. The audit cannot verify if there are collections made in the serial 
number noted and whether it was reported. 

 The net credit of $38,352.84 is wrongly accounted as adjustment to Consolidated Funds 
(F008-01A. 
 

SPECIAL FUNDS IN HANDS OF THE ACCOUNTANT GENERAL

FUNDS
GL Code 2018

Current Year 
Total Receipts

Current Year 
Total 

Expenses
2019

Special Funds
Kaoki Mange Special Fund F0070000030A -466,019.08 -430,755.43 313,927.60 -582,846.91
Import Levy Fund F0070000061A -6,893,042.22 -4,549,768.78 3,302,159.71 -8,140,651.29
Dai Nippon Causeway Fund F0070000067A -2,368,949.64 -249,291.90 87,965.69 -2,530,275.85
Civil Aviation Fund F0070000069A -472,189.45 -1,421,509.38 1,883,330.10 -10,368.73
Plant and Vehicles Unit Fund F0070000070A -94,232.83 -226,086.30 122,548.88     -197,770.25
Highway Authority F0070000072A -287,755.10 -150,447.02 377,583.98 -60,618.14
Sanitation maintenance fund F0070000073A 0.00 -955,890.85 96,850.00 -859,040.85

-10,582,188.32 -12,381,572.02

Other Funds
Other Funds F0080000002A -3,247,597.63 -3,247,597.63
Land Equity F0070000071A -10,993,224.00 -10,993,224.00
SSGA Cash Trust F0070000065A -113,224,477.22 -115,146,154.71
No. 6 Stabex Fund F0070000063A -488,898.80 -488,898.80

-127,954,197.65 -129,875,875.14

TOTAL -138,536,385.97 -142,257,447.16
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3.2. Special funds Expenditure 
 Cash book that records Special Fund Expenditure is incomplete. Audit cannot verify 

expenditure reported under Special Funds. Cash book expenditure missed out 
September to December records. 

 Our review of the system process in the payment of Special Funds noted the following 
anomalies: 

i. Kaoki Mange Payment made on HQPV # 367/19 of $9079 not 
supported/attached with a certified collection sheet. 

ii. Kaoki Mange Payment made on HQPV 412/12 of $5,040 wrongly calculated, the 
correct amount after review is $3,688, thus overpayment noted $1,352 

iii. Freight levy payment made on hqpv 308/07 was not supported with receipt no. 
1499. 

iv. Freight levy payment made on hqpv 217/19 of $29,106 is not proper provided 
the bill of lading summary attached does not matched with the amount totaled 
in hqpv 217/19. 

 No monthly reconciliation between the Ministry Management and the Cash Payment 
Office in respect of Special Funds Payment to ensure that all payments are reported and 
accounted properly. 

 Reconciliation of Special Fund Payment not performed between the Ministry’s record 
and the Treasury Unit records to ensure proper accounting was maintained to Special 
Fund Expenditure. 

 The total net debit of $487,149.80 is wrongly accounted as adjustment to the 
Development Fund (F007-53A). 

 
Recommendations: 

 Rules and regulations for the management of the fund should be strictly enforced by the 
Ministry of finance.  

 Line Ministry that controls the special fund should reconcile the balances against the 
Ministry of Finance records to ensure that all revenues and expenditures are properly 
recorded.  

 
MANAGEMENT RESPONSES 
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4. STATEMENT VI: Cash at Bank & on Hand  
 

 

Table 4.1 Cash at Bank and on hand as at 2019 (Refer to The Government of Kiribati Annual Account for the year 
ended 2019 p. 30) 

The audit approach to all Government cash accounts relies heavily on the correctness of the 
bank reconciliation performed- especially as now the government had upgraded its system to 
transactive or online banking. 

4.1. Bank reconciliation issues 
The same issues as in 2018 for bank reconciliation were still reported in the 2019 account. The 
audit noted that long unreconciled balances on the unpresented cheques & outstanding 
deposits were remain unsolved for the government no.1 and no.4 bank accounts.  
 
RECOMMENDATIONS: 
The audit would check the implementation of recommendations raised in 2018 Audit Report to 
be included in the 2020 account. 
 
MANAGEMENT RESPONSES 
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4.2. IBD with BOK Ltd 
The purpose of creating IBD accounts with ANZ Bank is to generate more income from the 
excess funds available with the government bank accounts. 
 
IBD balance as at 31st Dec 2019 
Balance as per Account 160,289,298.70 
Balance as per Bank Confirmation 158,545,028.98 
Difference     1,744,269.72 
 
The audit found a difference of $1.7 million between Annual Account and IBD Bank 
confirmation. Upon review of IBD schedules the audit noted the following issues:  
i. IBD schedules were not yet completed as only the principal amount & interest income 

were recorded while no transfer or drawdown.  
ii. IBD interest is not yet recognized as interest revenue for the year ended 2019 (same 

issue as in 2018 account) and MFED had agreed to account for in the 2020 account.  
 

Recommendations: 
 In prior year audit report recommendation, MFED should account for IBD interest 

income as one of the government revenues 
 The maintenance of IBD schedule is crucial to ensure that all transactions such as 

interest income, deposit and drawdowns are recorded correctly on a timely manner.  
 
MANAGEMENT RESPONSES 
 
4.3. Petty Cash 
Petty cash in the annual account reports a zero-balance because normally MFED deposits back 
the remaining cash on hand at the end of the year to the government No.1 bank account. 
 
The review of account shows the followings: 

 The audit found that petty cash is not receipted back in the amount of $662.73 since it 
was shortage in cash instead concern officers’ advance accounts were charged.  

 
Recommendations: 
In normal accounting practice Petty cash is established to meet small payments and is regularly 
reimbursed to approved limit once the balance is insufficient. If the account is not needed, then 
the remaining balance should be receipted back to close off the account.  
 

 MFED should not receipt back the remaining petty cash on hand at the end of the year 
as it would be continuously needed (reimbursed). As an alternative the remaining petty 
cash on hand should be checked and reported in the Annual Account. 

 A shortage of petty cash indicates a lack of control, thus MFED should perform regular 
check prior the reimbursement of petty cash to ensure that petty cash book is always 
matched to cash on hand.  
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MANAGEMENT RESPONSES 
 
4.4. Taipei Mission close of Office 
The audit noted that Taipei Mission Office was closed in September 2019. The audit revealed 
that the closing of Taipei Mission does not follow procedures and guidelines according to the 
Financial Regulation section 3.5 that involve the following steps: 

i. Advice from (MFAI) to the Accountant General and Auditor General whenever the new 
office is opened, and the existing office is closed. 

ii. Details of the office that includes disposal of accounting records and stores held by the 
Office closed. 

In the absence of the proper closing of the Taipei Mission, the audit cannot determine if proper 
procedures relevant to the accounting of Taipei mission’s equity, assets and liability is followed 
to inform accuracy and relevance of the account of Taipei mission reported in the Annual 
Account. The audit concern over the following: 

i. Taipei Mission bank account balances held by the Government in Taipei mission bank 
account. 

ii. Settlement of Taipei mission outstanding expenditures and revenues before the closing 
of the mission 

iii. Assets (both tangible and non-tangible) held by the Taipei mission are disposed and 
written off. 

iv. Contingent liabilities that may arise from the closing of the Taipei mission. 

4.5. Taipei Mission bank account 
The audit noted that the bank account continues to reflect a negative balance in the 2019 
account and yet there is no evidence of bank reconciliation has been performed since prior 
years.  
 
4.6. Taipei Mission Petty Cash 
Same issue as in 2018 audit report where a negative balance of $9,669.53 was reported.  
 
Recommendations: 
 

 MFED should provide reasonable explanation for not complying with FR. Section 3.5 in 
the procedure to close off Taipei Embassy.  

 The Taipei bank balance should be reviewed, and any remaining amounts should be 
transferred back to the consolidated account.  

 The Petty cash account should be reviewed and any balances on hand should be 
deposited back to the consolidated account.  

 
MANAGEMENT RESPONSES 
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4.7. Other Funds 
Other funds (M0030000025A) account refers to project cash balances that are managed by 
KFSU and CFU. The account was reported in 2018 in the amount of $3,252,597 and the balance 
did not change in the 2019 account. Upon review the audit found that project units are not 
visited by Finance staff to physically perform cash counting prior reporting the balance in the 
2018 account nor there is no bank account to confirm the existence of cash. Thus, the account 
was wrongly reported in the Annual account as cash on hand.  

Recommendations 
The overall implication of reporting projects balance of over $3 million in the Annual account 
had overstated government cash balance, thus MFED is recommended to review the account 
and to correctly report the balance.   

MANAGEMENT RESPONSES 
 
4.8. EFPTOS Outer Island 
The audit found a difference of $931,539 between the bank account and the reported balance 
in the Annual account 2019. The difference relates to direct credits made by the bank to 
reimburse withdrawals made by individual users on the outer island using the state fund. 
 
Control weaknesses: 

 No evidence of bank reconciliation has been performed since 2017 until 2019 account 
 Outer island withdrawals are not shown on a GL indicating a weakness in the posting 

system, only a mute transaction of $250 is posted in 2019 
 No responsible officer has been assigned to perform such responsibilities  

 
Recommendations 

 Bank reconciliation should be done on a monthly basis  
 Someone should be assigned to perform responsibilities for the management of EFTPOS 

account.  
 A difference of $931,539 should be corrected as these are total direct credits made by 

the bank to reimburse withdrawals that are paid out from the state funds.  
 

 MANAGEMENT RESPONSES 
 
4.9. State Street Cash Trust (SSCT) 
An interest of $1.9 million in 2019 from SSCT investment still not yet reported as government 
income. This is the same issue as 2018 account in which MFED has agreed to take on board the 
correction of account in 2020 account.   
 
Recommendations 
MFED should report interest income earned from investment as one of the government’s 
revenue. 
 
MANAGEMENT RESPONSES 
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4.10. OUTER ISLAND STATE FUNDS- (M0032s) 
An outstanding issue in 2018 that remain unsolved in the 2019 account.  
 
Issue: The audit found a huge difference of $1.6 million between the cash book and GL for 
Teraina State fund in January 2018.  
 
MFED Response:  MFED will look into this matter and make adjustment if necessary. This will be 
accounted for this year, 2020.  
 
Recommendations 
Same recommendation in 2018 account however the audit would check that adjustment on this 
matter to be included in the 2020 account.  
 
MANAGEMENT RESPONSES 
 
4.11. BUS TICKET 
Ministries have provided bus ticket coupon to government employees for fares of using public 
transport vehicles such as commercial buses to execute official duties during authorized 
working hours. The acquisition of bus ticket is currently accounted as expenditure although the 
nature related to the purpose and uses of bus tickets should be recognized as an asset under 
cash items or different category of Asset either as Non-monetary items. The inclusion of Bus 
ticket under cash items in the Balance sheet will properly account the issued and disbursed of 
bus ticket important to keep track the remaining balance of bus ticket on hand. The audit noted 
during inspection with Ministries’ Cashier weaknesses in the control of bus ticket as follows: 

 Ministries have no agreement of service with the Bus ticket coupon provider for 
continuity and conditions of business. The audit noted non-redeemable bus ticket 
coupon provided that the bus ticket provider is no longer operating which the audit 
considered a loss to public funds/money. The list of Ministries’ non-redeemable bus 
ticket coupons can be provided.  
 

MANAGEMENT RESPONSES 
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5. STATEMENT VII: Advances from the Consolidated Fund  

  

Table 5.1 Advances from the Consolidated Fund as at 2019 (Refer to The Government of Kiribati Annual Account 
for the year ended 2019 p. 31) 

5.1. Salary Advances (L100A*) 
The Salary advance account refers to an amount charged under an officer’s advance account for 
being the shortage amount found when balancing the cash book against cash on hand.  
Recovery of advance was done through salary deduction.  
 
YEARS OUTSTANDING 
2019 $9.6 million  
2018 $9.1 million 
INCREASE  $487K 
 
The above increase of $487k indicates that there are current employees being charged due to 
the issue of cash shortage in 2019.  
 
Further review of the 2019 account the following issues are noted: 

 Unable to verify outstanding salary advance (control account L100A000002A) amounted 
$5 million due to the unavailability of supporting list. 

2019 2018
A. OTHER GOVERNMENTS

B. SPECIAL FUNDS

C. PUBLIC OFFICERS ADVANCES
Advances (L100As) 9,604,538.66 9,116,563.45
Imprest (L200As) 5,513,264.53 5,341,287.63

Standing Imprest (J0046s) 6,457.91 1,457.91
Other (J0044s) 769,149.61 769,149.59

15,893,410.71 15,228,458.58

D. IN ANTICIPATION OF LOANS

E. TO AGENTS

F. SUNDRY ADVANCES
Unallocated Cents & other (K0049) 23,702.75 25,942.90
Overpayments - Companies (K0050) 22,863.00 22,859.00
Rtd Chqs Contol Account (K0480) 0.00 165.00
Bounce Cheques (All K accounts excluding above) 800,674.69 -145,049.29

847,240.44 -96,082.39
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 There are significant officers’ outstanding advances amounted between $40k to $737k 
in which the audit concerns on the eligibility of concern officers to pay back the amount 
(beyond their KPF benefits). 
 

Recommendations 
 

 MFED should review the amount of advance accounts on a regular basis to ensure that 
the balance is correctly reported 

 MFED should write off unrecoverable salary advances due to death cases and balance 
without supporting list of over 7 years 

 MFED should enforce a deduction of salaries to current employees with advance 
account and to strictly discipline employees with repetitive case on advance issues.  

 
MANAGEMENT RESPONSES 
 
5.2. Imprest (L200A) 
FR section 12.1 states that imprest is a sum of money advanced to an officer to meet 
expenditure directly connected with the public service.  
 
5.2.1. Imprest control account (L200A000002A) 
The above account code total $5.3 million relates to outstanding imprest from prior years still 
not yet retired in the 2019 account.  
 

 
 
The imprest listing was provided but upon review the audit noted that the balance as per listing 
did not match with the reported balance in the Annual account in the amount of $186k.  
 
5.2.2. Other Imprest Control accounts total $202k 
Upon review of other imprest accounts the audit noted the following issues: 
 

 Imprest Control Account -$35,664.83 
The balance should be nil, but the above negative amount indicates that this account is not 
yet reconciled.  
 
 Credit Card imprest Control $61,700.04 

 
Balance per Account 2019 61,700.04 
Credit Card Listings 324,522.38 
Difference - $ 262,822.34 

 

2019 Account
Balance as per Annual Account 5,310,632.60  
Balance as per Listing 5,124,394.62  
Difference 186,237.98
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The list was provided for Credit Card imprest holders, but the list did not match with the 
balance as per account and the difference was shown in the above table.  

 
 New York and KHC outstanding imprest totals $135,300.53 
Outstanding imprest for New York and Kiribati High Commission could not be verified due 
to no returns submitted by these embassies.  

 
 Imprest Control account (L200A000020A) $12,183.54 
The above imprest account total $12k is regarded inactive as no transactions reported since 
the 2018 account.  
 

5.2.3. Imprest policies weaknesses 
 

There are policies over the control of imprest already exist in the Financial Regulations revised 
2011 all section 12. The audit noted that the implementation of these policies is not strictly 
enforced by MFED.  
 

FR 12.8- retirement of imprest should be done with the submission of completed 
vouchers for the amount expended when first issued. 
 
FR 12.9- Standing imprests shall be repaid on or before the last day of the financial year 
in which they are issued. Retirement in ample time to permit the issue of any new 
imprest required for the ensuing year.  

 
The review of imprest listing shows that the bulk of outstanding imprest relates mostly to 
government high rank officers. This indicates that imprest retirement policies had been by 
passed as these officers continue to receive imprest even they have previous records.  
 
Recommendations 

 MFED should ensure that the list is always match with that balance reported in the 
account 

 MFED should avoid disclosing negative imprest balances as this is incorrect thus needs 
to ensure that the reconciliation of imprest are done on a timely manner 

 MFED should review the balance for credit card imprest and to correct the difference of 
$262k accordingly 

 The New York Embassy and Kiribati High Commission should send the retirement 
returns on a monthly basis so that imprest balance are updated in the system 

 MFED should review imprest and to close off inactive accounts and write off any 
balances of no supporting documents and been 7 years old in the account 

 MFED should strengthen its policy over the use, control and maintenance of imprest 
accounts.  

 
MANAGEMENT RESPONSES 
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5.3. Sundry Advances  
  
5.3.1. Bounce Cheques $800,674.69 (All K0048) 
 
Upon review of the account the audit found the following issues: 
 

 K0048000000A $122,340.54  
The audit was unable to verify the above balance due to no supporting listing that would show 
the ageing of dishonored cheques. 
 

 K0048001120A 302,872.71 
The audit found that the above are not dishonored cheques. The account relates to the 
reconciliation errors between MFED and the ANZ records and are dumped under dishonored 
cheques allocation. With concern MFED has not yet follow up on these errors to the Bank to 
adjust the account.   
 

 Missing cheques 
The audit noted that dishonoured cheque register is not properly maintained since some total 
cheques of $23,341.74 are missing and are not entered in the register. Thus, the audit could not 
verify whether they are personal or business cheques.  
 

 Inactive dishonoured cheque  
The audit found total inactive cheques of $718,084.67 in which no action or follow up has been 
done to recover the amount. 
 
Recommendations 

 MFED should maintain a register that would list down and record all needed details for 
dishonoured cheques i.e. date, name, cheque no., address, status etc.  

 MFED should create a separate K account for the reconciliation errors and to follow up 
to ANZ bank to action on those errors found.  

 Inactive balances in the account should be reviewed and once over 7 years in the 
account should be written off 
 

MANAGEMENT RESPONSES 
 
5.3.2. K0049* account 
 
The account K0049 was an allocation that consists of three sub accounts as per shown in the 
table provided. The audit reviews only the unallocated cent account as follow: 
 

 
  

Code Details Actual 2018 Actual 2019
K0049000001A Unallocated Cents (6,320.55)       (8,560.70)    
K0049000002A Adj to Consolidated Fund1998 30,874.04      30,874.04    
K0049045175A Ludwig Wilheim 1,389.41        1,389.41      

Total 25,942.90      23,702.75    
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Unallocated cents -$8,560.70 
Unallocated cents refer to any deducted cent from a cheque payment for individual customers 
who have no bank account with ANZ bank. The audit concerns on the negative balances for 
2018 and 2019 as this shows that the government owes this amount. Upon further review, the 
audit found that unallocated cent was treated as an advance when should be directly 
accounted for as sundry revenue.  
 
Recommendations 

 MFED should review the amount of negative balances under unallocated cents 
 MFED should correctly account for unallocated cents under sundry revenue 

 
MANAGEMENT RESPONSES 

5.3.3. J0044* account 
 
The above account is an allocation that created in 2009 in which non accounted debits and 
credits, differences and others are dumped here awaiting adjustments or corrections. The 
reported balance of $769,149.61 in 2019 relates to an outstanding from previous years. The 
audit noted that the account is not changed in 2018 to 2019 meaning a lack of review to ensure 
that corrections are performed in a timely manner. The audit is also unable to verify the 
balance due to the unavailability of supporting list. 

Recommendations 
MFED should maintain a register for unaccounted debits and credits and differences that would 
show a list of account name, date, amount, and other important details.  
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6. STATEMENT VIII: Deposit into the Consolidated Fund 
 

  2019 2018 
      
DECEASED NATIVE ESTATE (S*) ($1,308,514.61) ($1,155,086.58) 
      
PUBLIC OFFICERS     
Salary Allotments (Q0057*) ($11,094.66) ($9,949.60) 
Save As You Earn Scheme (T*) ($3,263.00) ($1,334.00) 
  ($14,357.66) ($11,283.60) 
      
SUNDRY DEPOSITS (O00, O50)     
Trade Creditors Overseas $1,500.00  $0.00  
Trade Creditors Local $9,927.62  $6,772.43  
Kir High Com KPF acc $21,315.41  $10,562.86  
Kir High Com Insurance $773.43  $773.43  
KHC maintenance (Cakacaka) $14,111.46  $5,159.17  
KHC Rent $299,659.47  $254,933.43  
Service Charge ($13,369.98) ($11,790.26) 
Telmo Salaries $174.70  $0.00  
Bank Salaries $4,423,592.90  $4,002,393.31  
KPF loan ($2,183,039.03) ($2,181,791.88) 
Kiribati Insurance Corporation ($82,908.13) ($82,783.13) 
Housing Loans ($197,269.91) ($141,781.79) 
Chief Registrar $109,995.43  ($50,624.84) 
Linnix Service Charge ($32,818.00) ($23,776.00) 
Sundry Deposit for NY mission ($82,761.99) ($83,473.18) 
KPF clearing ($523,911.94) ($635,021.24) 
Constabulary Reward ($138.22) $0.00  
Prison Fund ($33.40) ($33.40) 
Security Bond Immigration ($103,258.69) ($103,258.69) 
Forum Fisheries ($473.08) $0.00  
Employee's contribn to KPF $1,368,275.52  $1,592,707.63  
Bank Agency arrangement $4,961,405.35  $5,009,399.06  
Police Fund $5,550.11  $5,550.11  
EPOS $639,691.69  $0.00  
Outer island kpf contribution ($27,329.09) $0.00  
DOL Trust Fund $46,520.93  $46,520.93  
Prior periods Unclaimed Chqs ($960,001.33) ($912,763.91) 
No1 unidentified Credit ($7,355,592.14) ($7,013,149.05) 
No.1 PPI unreconcile balance $1,025.70  $1,025.70  
No 5 unidentified Credit ($3,936.31) ($3,936.31) 
No.5 PPI unreconciled balance $0.00  $2,341,042.05  
No.5 unclaimed cheques ($6,867.47) $0.00  
Overpayment Claims ($220,016.06) ($219,581.68) 
Contra Bank Statements $250,928.21  $250,621.40  
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Return of TT funds from ANZ ($5,204.59) ($5,204.59) 
Recurrent uncollected PVs ($1,214,439.05) ($804,403.30) 
No.4 uncollected PVs $109,955.69  ($351,682.58) 
Overpayment to suppliers $2,556.75  $4,436.75  
Funds deposited into Missions ($58,192.44) ($58,192.44) 
  ($804,600.48) $848,649.99  
TELMOS (51*, 52*,53*)     
Internal (P0051*, I0051*) $91,709.78  $98,510.78  
Internal (P0053*, I0053*) $10,238,333.58  $9,588,469.36  
Internal (Telmo Salaries P0052*,I0052) ($14,943,987.27) ($14,332,009.41) 
  ($4,613,943.91) ($4,645,029.27) 
      
Total ($6,741,416.66) ($4,962,749.46) 
 

Table 6.1 Deposit accounts as at 2019 (Refer to The Government of Kiribati Annual Account for the year ended 
2019 p. 32-32) 

6.2. Deceased Native Estates 
Our review of the Deceased Native Estates revealed: 

A lack of reconciliation to Deceased Native Estates GL records with records of the Judiciary 
Revenue and Payment Records to substantiate the amount held by the Government for DNE for 
2019. 

6.3. Deposit  
6.3.1. Bank Salaries 

Our review of the Bank Salaries GL revealed: 

i. Outstanding Salaries for 2019 yet to be adjusted to the correct account is $421,199.59, 
thus results in the understatement of Salaries Expenditure by $421,199.59.  

ii. The bank Salaries GL also reported the accumulated balance of Bank Salaries of 
4,002,393.31 which relates to prior years, a significant amount that misstates the Salary 
expenditure for prior periods 

iii. Lack of reconciliation to Bank Salaries charged to Sundry Deposit as evidenced from the 
accumulation of sundry deposits  
 

6.3.2. Bank Agency Arrangement 

i. No agreement between the Government and ANZ for the banking services performed by 
the Government on behalf of the ANZ 

ii. There is no listing to verify the accumulated opening balances of the Bank Agency 
Arrangement Account of $ 5,009,399.06 stated in the GL. 

iii. No reconciliation performed on withdrawals and deposits made through state fund to 
ensure a proper accounting made on such account.  
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iv. It is evidence that the net off between the withdrawals and deposits shows a negative 
balance of $45,975.71 meaning that withdrawals exceeds deposits by $45,975.71 and 
there is no entry made to M003000023A to reimburse the net deficit of $45,975.71.  

v. The audit noted that there is no accounting officer charged with the responsibility of 
reconciling the withdrawals and deposits made through state funds. The audit cannot 
attest the accuracy of the Bank Agency Arrangement Account 

vi. The audit noted from the bank statement that the opening balance of EFTPOS Account 
of $1,207,772.68 matched with the GL, however the closing balance shown in the Bank 
Statement of $2,139,311.77 does not matched the GL Closing balance having a total of 
$1,207,522.68, the variance of $931,539.09. It shows that the injection of funds to the 
EFTPOS Account by the ANZ Bank was not accounted in the General Ledger. (refer 
section 4.8) 
 

6.3.3. Prior Period Unclaimed Cheques 

i. After comparing the listing and GL, the audit noted a variance of $38,699.45 exist 
between the GL record and the Listing maintained for stale cheques as detailed in table 
6.1 (a) 
 
Table 6.1 (a) 

Outstanding Cheques (JVs as per GL) 64,193.92 
Stale Cheques Listing 25,494.47 
Variance 38,699.45 

  

ii. The audit noted that the Stale cheque listing includes cheques that do not meet the 
recognition of cheques as Stale cheques given that the period involved have yet to 
lapsed 2 years.  

6.4. Telmo  
A review of telmo accounts revealed the following: 

6.4.1. A credit balance of I0051 and I0053 indicates that there are outstanding telmo that have 
not claimed or paid out a total of $ 10,330,042.58 and a negative balance which 
indicates an outstanding telmo that should be received from telmo salary of 
$14,943,987.27. The audit noted the improper treatment of a negative balance of I0052 
which should be accounted as receivables in the balance sheet. 

6.4.2. From a review of the Database Access, the audit noted a poor recording of PF 25 and PF 
27 into the Register Database Access which is evidenced from the incompletion of serial 
number of PF 25 and PF 27.   

6.4.3. The reconciliation of receipts (PF 25) and payments (PF27) on all telmo accounts is not 
performed. Taking into account the significant and volume of transactions made 
through telmo system, the audit raised a critical concern to those held responsible in 
looking after telmo accounts of a failure in performing a regular reconciliation to telmo 
accounts to help lessen the risk and possibilities of fraudulent manipulation of telmo 
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transactions. The reconciliation is also required to ensure that telmo transactions are 
properly accounted in the General Ledger. The poor recording of PF 25 and PF 27 to 
Database (as raised in (ii) above) and the failure to perform reconciliation is evidenced 
from the analysis detailed as follows: 

Table 6.1 (b) 

Telmo Database GL Variance 

PF 25 
$18,333,929.48 

  

PF 27 
$30,981,706.71 

  
Balance -12,647,777.23 -4,613,943.91 8,033,833.32 

 
Recommendations 
Thoroughly review and reconciliation should be performed over deposits accounts i.e. Bank 
Agency and Telmo account on a monthly basis to ensure the balance of deposit is correct at the 
end of the year. 
 
MANAGEMENT RESPONSES 
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7. STATEMENT X: Contingents Liabilities 
In accordance with CAP 75 Part VI sec 40 (ix) the Accountant General is also required to 
transmit a statement of Contingent Liabilities showing the Financial Position at the end of each 
financial year.  

 

Table 7.1 Contingent Liabilities as at 2019 (Refer to The Government of Kiribati Annual Account for the year ended 
2019 p. 34) 

Details Currency 2019 2018 Details
ANZ Bank (Kiribati) Ltd
KPF guarantee AUD      5,411,450.00      5,411,450.00 Under Section 10 of CAP78A (Provident Fund Act 

1977), the GoK guarantees to fund any 
obligations that are unable to be met by the KPF

Visa Business Card Facility AUD         280,000.00         280,000.00 To meet the travelling requirements of 
Government Senior Government Officials and 
Ministries

     5,691,450.00      5,691,450.00 

Kiribati Provident Fund
Air Kiribati AUD      8,331,013.91                          -   Government guranteed loan from KPF
Development Bank of Kiribati AUD      1,365,899.00                          -   Government guranteed loan from KPF

     9,696,912.91                          -   

TOTAL CONTINGENT LIABILITIES (AUD)    15,388,362.91      5,691,450.00 

International Monetary Fund
Promisory Notes 20,883,635 SDR SDR    20,883,635.00    20,883,635.00 Promissory notes held by Kiribati for the 

International Monetary Fund

World Bank (a.k.a. IBRD)
Promisory Notes 99,000 SDR
On Call 990,000 SDR SDR         990,000.00         990,000.00 Callable Capital held by Kiribati for the 

International Bank for reconstruction and 
Development

International Development Association
On Call 54,000 SDR SDR            54,000.00            54,000.00 Callable Capital held by Kiribati for the 

International Development Association

TOTAL CONTINGENT LIABILITIES (SDR) 21,927,635.00 21,927,635.00 
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8. STATEMENT XI: Investment 
Section 40 (x) of CAP 79 requires a statement of investments showing the funds on behalf of 
which such investments have been made. 

 

Table 8.1 Investment as at 2019 (Refer to The Government of Kiribati Annual Account for the year ended 2019 p. 
36) 

8.2. Revenue Equalization Reserve Fund (RERF) 
According to a procedure the fund managers determine the valuation of RERF investment, and 
a custodian review the work of fund managers. A custodian reports to the Investment Unit at 
MFED (NEPO). NEPO sends a copy of investment statement to the Accountant General on a 
monthly basis. The Accountant General reports the balance of RERF investment in the 
Government of Kiribati Annual account at the end of the year. (refer section 16.) 

8.3.  Land in Fiji 
The original cost of land when the government purchased in 2014 was $9.3 million. The audit 
observes that the land value did not change after 5 years as the same amount was still reported 
in the 2019 account. While the value of land did not change, the audit believes that no 
revaluation of land cost has been assessed on a regular basis 3 to 5 years.  
 
The purpose of land revaluation2  

 
2 https://en.wikipedia.org/wiki/Revaluation_of_fixed_assets  

2019 2018

RERF
Investment with Northern Trust Asset Managers 503,106,462.22     466,020,234.78  
Investment with Blackrock Asset Managers 650,282,153.44     507,187,041.77  

1,153,388,615.66  973,207,276.55  

FURTHER RERF INVESTMENTS
Escrow Investment (Fiji land purchase) 9,300,180.00          9,300,180.00      
Investment with PIPA Trust Fund 2,623,224.00          2,623,224.00      

11,923,404.00        11,923,404.00    

OTHER INVESTMENTS
IMF No.2 292,186.50             292,186.50          
Aud A/c 55-1999 5th Anniversary 23,819.40               23,819.40            
Aud A/c 56-0449 10th Anniversary 8,731.00                  8,731.00              

324,736.90              324,736.90          

TOTAL 1,165,636,756.56 985,455,417.45 
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 To show the true rate of return on working capital 
 To show the fair market value of land which have considerably appreciated since the 

first purchase 
 To get fair market value of land, in case of sale and leaseback transaction 
 When the government intends to take a loan from banks/financial institutions by 

mortgaging its fixed assets. Proper revaluation of assets would enable to get a higher 
amount of loan 

 To decrease the leverage ratio (the ratio of debt to equity) 
 
The audit also concerns that an investment in land for five years should have generate 
economic returns or income from the use of land and to meet asset recognition criteria as 
defined under IAS 16.7.  
 
Recommendations: 
The audit recommends that Land (fixed asset) should be revalued in accordance with IAS 16.77 
to its market value regularly i.e. every 3 to 5 years. 

 
MANAGEMENT RESPONSES 
 

8.4. PIPA Trust Fund 

PIPA trust fund of $2.6 million was reflected in the account since 2014. After four years the 
balance remained the same in the 2019 account. The audit concerns that an investment 
account is supposed to increase in balance due to interest received on maturity date. However, 
the audit could not perform any further test since investment statement reports are not 
provided by MFED nor to obtain such reports from the PIPA office.    

Recommendations: 
MFED should obtain monthly reports on investment from PIPA office to update its records and 
to ensure that the two office records are matched. 
 
MANAGEMENT RESPONSES 
 
8.5. Other Investments balance as at Dec. 2019 
 

Investment 
Per 

Account 
Per 

Statement Variance 
IMF no.2 292,187 - 292,187 
Aud a/c 55-19995th anniversary 23,819 - 23,819 
Aud a/c 56-0449 10th anniversary 8,731 - 8,731 
TOTAL 324,737 - 324,737 

 

The above investment accounts have been reflected in the government account for over 10 
years now. According to an explanation by a responsible officer the balances could not be 
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traced back as there are no supporting documents. In that case the audit is unable to perform 
any further test due to no supporting documents to confirm the existence of these investments.  

Recommendations: 
The audit recommends that if the balance of other investments could not be traced back or 
supported then it should be written off since it would continue to overstate the balance of 
investments. 

9. STATEMENT XII: Outstanding Loans made from the Consolidated Fund 
Section 40 (xi) of CAP 79 requires disclosure of a statement of outstanding loans made from the 
Consolidated Fund by annual and aggregate receipts and payments.  

Borrower Purpose and Authority Amount 
Borrowed 

Outstanding Notes 

National Loans Board 
(Development Bank of 
Kiribati) 

To provide loans for 
agricultural and economic 
development. Authority: 
Secretary of State Savingram 
No. 236 30/5/62 

100,000 100,000 Interest free loans 
an indefinite period 
issued in 1962 

National Loans Board 
(Development Bank of 
Kiribati) 

To meet outstanding loans 
application. Authority 
schedule of additional 
provision No. 4/1988 item 
No. 109 

20,000 20,000 Interest free loans 
an indefinite period 
issued in 1977 

National Loans Board 
(Development Bank of 
Kiribati) 

Loans to small scale business 
and and agricultural coop. 
Authority: Dev. Aid Project 
38 20/5/71 

64,000 64,000 Interest free loans 
repayable to UK 
when the project is 
wound up 

Te Mautari Ltd Working capital. Authority: 
Dev Aid project 33 

250,000 250,000 10% p.a interest. 
Repayable over 15 
years from 17/8/86 

KCWS Additional working capital. 
Authority: Council of 
Ministers Memorandum No. 
36/76 of 02/4/76 F:85/4 Vol 
1 

1,000,000 794,654 4% interest. 
Repayable over 15 
years from 
31/12/76 

Air Tungaru Purchase of Trislander spare 
parts. Authority:Dev Aid 
project No. 815 & DP 25/40 
p3A are relevant 

135,000 180,000 Principal and 
interest at 4% 
recoverable over 7 
years at $22,388p.a 
wef 10/12/80 

Air Tungaru Purchase of Trislander spare 
parts. Authority:Dev Aid 
project No. 815 & DP 25/40 
p7 are relevant 

64,900 300,000 Principal and 
interest at 4% 
recoverable over 7 
years at $10,745p.a 
wef 10/12/81 
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Housing Corporation Housing loans scheme 
Authority: Dev Aid project 
No. 368 DP 34/11 F28 is 
relevant 

100,000 100,000 5% interest.Loan 
repayable over 10 
years (with one year 
grace) from 11/7/81 

KCWS Working capital issued in 
1986 from Stabex fund 
authority: Relevant Cabinet 
minutes and Stabex (Special 
Fund) Act 

500,000 415,000 Interest free loan. 
Repayments at 
$100,000p.a wef 
16/1/89 

Betio Shipyard Ltd On lending by Government 
of proceeds of loan 724 KIR 
(SF) from ADB. Refer 
Statement No. XIII. 
Authority:Government 

894,963 894,963 Interest free loan. 
Repayments of 
principal over 
30years 
commencing April 
1995. Cap39. Ref 
File DP 24/21 

Public Utilities Board On lending by Government 
of proceeds of loan 786 KIR 
(SF) from ADB for 
USD700,000. See Statement 
No.XIII. Authority:39 ref file 
DP 29/02 

1,076,923 1,076,923 7.65% interest. Loan 
repayable over 
15years, 
commencing June 
1990 

Public Utilities Board On lending by Governmentof 
proceeds of loan 922 KIR (SF) 
from ADB for USD890,000. 
See Statement No.XIII. 
Authority:Government 
Borrowing and Guarantee 
Act Cap39 ref file DP 
29/03/88 

1,202,547 1,783,875 605% interest. Loan 
repayable over 
20years 
commencing 
September 1992 

Development Bank of 
Kiribati 

On lending by Government 
of a proceeds of loand 1039 
KIR (SF). See Statement No. 
XIII. Authority:Government 
Borrowing and Guarantee 
Act Cap39 ref file DP 16/1/90 

1,059,253 1,180,071 6.5% interest. Loan 
repayable over 
12years 
commencing June 
1984 

 
Total 6,467,586 7,159,486 

 

 

Table 9.1. Outstanding Loans from the Consolidated Fund as at 2019 (Refer to The Government of Kiribati Annual 
Account for the year ended 2019 p. 37-38) 
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10. STATEMENT XIII: Public Debt  
Section 39 (1) (xii) of Cap 79 requires a statement showing the financial position of the Public 
Debt.  

 

Table 10.1. Public Debt as at 2019 (Refer to The Government of Kiribati Annual Account for the year ended 2019 p. 
39) 

11. STATEMENT XIV: Arrears of Revenue 
Year Ministry Amounts Notes 

2018 Maneaba n Maungatabu 
         
1,000.00  Rental 

2019 MCIC 
       
10,560.00  Rental 

    
       
11,560.00    

Table 11.1. Balance on Arrears of Revenue as at 2019 ((Refer to The Government of Kiribati Annual Account for the 
year ended 2019 p. 41) 

In 2019 account another ministry MCIC reports its arrears of revenue total $10,560 as being the 
arrears on its rental income. This is an increase of $9,560 compared to last year balance. In 
2018 Te Maneaba ni Maungatabu was the only ministry to report its arrears of revenue total 
$1,000. Having only one ministry to report its arrears every year is deemed impossible to note 
as there are overdue revenues still reported in some ministry’s accounts.   

 The audit concerns that even ministries do have arrears but still there is little chance to 
collect these revenues. 
 

Recommendations 
 A strict enforcement on the report and submission of arrears of revenue should be 

practiced by MFED to concern line ministries as per stipulated under FR section 4.35 
 The procedure for collection of arrears of revenue should be strengthened and officers 

responsible for control over revenue should ensure that the procedures are 
implemented and adhered to.  

 
MANAGEMENT RESPONSES 

Year Loan
Original Amount 
(Foreign Currency) Loan Currency

Principle 
@31/12/18 in 
AUD

2019 
Repayment

Closing Balance 
2019

1988 ADB Loan No.724 KIR (SF) 496,105.53                  SDR 253,990.05           67,361.80        186,628.25         
1989 ADB Loan No. 786 KIR (SF) 574,425.15                  SDR 309,428.12           23,735.74        285,692.38         
1990 ADB Loan No. 922 KIR (SF) 666,970.06                  SDR 587,638.43           65,607.98        522,030.45         
1991 ADB Loan No. 1039 KIR (SF) 722,000.00                  SDR 540,882.00           55,825.62        485,056.38         
2000 ADB Loan No. 1648 KIR (SF) 7,271,000.00              SDR 11,187,913.40     748,097.60      10,439,815.80   
2011 ADB Loan No. 2718 KIR (SF) 7,621,000.00              SDR 13,843,064.01     833,963.73      13,009,100.28   
2012 ADB Loan No. 2795 KIR (SF) 4,700,000.00              SDR 4,962,299.21        -                     4,962,299.21      

2014
ICDF Loan (upgrade of Bonriki 
International Airport) 20,227,983.00            AUD 19,759,982.99     306,891.08      19,453,091.91   
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12. STATEMENT XVI: Balance on Development Fund 
  

2019 2018 
      
Development Fund Balance as at 1st 
January -118,499,639.10 -72,750,930.00 
ADD: Net Movement 2019 487,149.80   
  -118,012,489.30 -72,750,930.00 
ADD:     
Revenues (all N¹) -122,754,361.69 -105,271,416.53 
      
DEDUCT:     
Expenditure (all H²) 130,180,671.96 59,522,707.43 
      
      
TOTAL per Balance Sheet -110,586,179.03 -118,499,639.10 

      
      
      
NOTE     
¹ refer Statement XVI (A)     
² refer Statement XVI (B)     
Table 12.1. Balance on the Development Fund as at 2019 ((Refer to The Government of Kiribati Annual Account for 
the year ended 2019 p. 42) 

 
The balance on Development Fund accounts remittances and expenditure of Development 
Project held by the Accountant General for the year ended 2019. In 2019, there were 360 
Development Project accounted in Kiribati Government Annual Account 2019 that includes 
Development Projects funded by external donors and the Government of Kiribati 
 
The audit focused its auditing in reviewing Development Project funded by the Government of 
Kiribati through LCDF for the year 2019.  
 
Our analysis for Local Contribution to Development Fund of its Warranted against the actual 
revealed excess/unauthorized spending as follows:  
Table 12.1 (a) 

Warant Code Project Name Ministry Total 
Warrant 

Actual 
Expenditure 

Overspent 

21042917000 Observer Program MFMRD 1,535,867.56 1,613,895.60 -78,028.04 
2905C038000 Power Supply  MLPID 1,026,766.00 1,032,419.26 -5,653.26 
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12.2. Copra Price Scheme 

 Reconciliation not performed between the Disbursement Unit record and the Treasury 
Unit records to ensure proper and correct accounting was maintained. 

 Weakness in control of payment is noted as follows, thus results in the unauthorized 
payment of Copra price scheme of $430,562.20 

i. Payment voucher not signed authorized/approved 
ii. Payment voucher signed once for approval 

iii. Payment voucher signed authorized and approved by one accounting officer. 
 
12.3. National Stadium 

 The audit noted a difference of $30,000 in the amount warranted for the project National 
Stadium disclosed in the Annual Account and in the General Warrant documents (signed 
document) as follows: 
 
Table 12.1 (b) 

 
 The audit cannot verify the payment made from the National Sport Stadium Project of 

$764,124.50 due to the unavailability of the Payment Voucher  
 

13. STATEMENT XVII: Balance on Suspense account 

 

Table 13.1. Balance on Suspense account as at 2019 ((Refer to The Government of Kiribati Annual Account for the 
year ended 2019 p. 63) 

The total closing balance of suspense account as of December 2019 is $13,414,935.05 increased 
by $ 1,376,865.21 compared to closing balance as of 2018.  

Warrant # Warrant Amount Warrant Amount (Annual Account 2019) Variance
054/19 1,063,175.50$       
222/19 10,000.00$           
305/19 764,124.50$         
Total 1,837,300.00$       1,867,300.00$                                                      -30,000.00 $ 

SUSPENSE ACCOUNT SUSPENSE1 13,414,935.05

2019 O0050006340A No.5 PPI unreconciled balance 2,341,042.05
K0048001121A L/Repayment Arrears Kssl & Pub -844,600.00
K0048002169A Adv A/C - BOK -1,295,400.87
K0048003092A ATL Debts with BOK paid KirGov 1,175,659.03
K0480000000A Rtd Chqs Contol Account 165 1,376,865.21

2018 2,013,114.43
2017 5,142,982.71
2016 2,070.42
2015 -5,103.28
2014 0
2013 4,885,005.56

TOTAL $13,414,935.05 

Net Movement on Suspense Account
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14. STATEMENT XVIII: Unauthorized expenditure by Ministry  
Any officer allowing or directing any disbursement without proper authority will be held 
personally responsible and in the event of any unauthorized payment being made the amount 
may be surcharged against him. Expenditure shall be incurred only for the purpose for which 
the money is provided and shall be classified strictly in accordance with the estimates or other 
authority governing the use of public monies. 3 

Unauthorized expenditures reported in 2018 totaled to $179,0594 while in 2019 the level of 
unauthorized expenditures drops to $97,918 compared to previous year.   

14.1. Overspent Ministries 
Ministries 

Org Budget Rev Budget Actual Over (Under) 
Judiciary $2,322,267.00 $2,322,267.00 $2,354,586.75 $32,319.75 
Ministry for Women, Youth, Sport and 
Social Affairs $1,993,617.00 $1,993,617.00 $2,051,608.76 $57,991.76 
Office of the Attorney General $868,963.00 $868,963.00 $876,569.60 $7,606.60 
Grand Total $5,184,847.00 $5,184,847.00 $5,282,765.11 $97,918.11 
 
Table 14.1 – Unauthorized Expenditures (Refer to The Government of Kiribati Annual Account for the year ended 
2019 p. 64) 

 
 Judiciary- The bulk of overspent comes from personal emolument outputs, internal 

travel and telecommunications 
 MWYSA- The majority of overspent relates to external travels from divisions 
 OAG- The bulk of overspent comes from salaries and internal travels 

 

14.2. Overspent - Local Contribution to Development Fund 
Table 14.2.  

Warant Code Project Name Ministry Total 
Warrant 

Actual 
Expenditure 

Overspent 

21042917000 Observer Program MFMRD 1,535,867.56 1,613,895.60 -78,028.04 
2905C038000 Power Supply  MLPID 1,026,766.00 1,032,419.26 -5,653.26 
 
Recommendations 
MFED has to ensure that the commitment over expenditures should always within the budget 
as per section FR 9.4-9.5 thus to avoid entertainment of overspent in future accounts.  
 
MANAGEMENT RESPONSES 
 

 
3 FR section 9.4 to 9.5 
4 Refer Report of Auditor General on the Government of Kiribati Annual Account for the year ended 31 December 
2018, p.31.  
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15. STATEMENT XIX: Cash in Transit (M0033) 

 
Table 15.1. Cash in Transit as at 2019 ((Refer to The Government of Kiribati Annual Account for the year ended 
2019 p. 65) 

 
Cash in transit in the annual account should report nil balance at the end of the year as cash 
remitted should be always contra out when outer island, stations, government agencies, 
account returns are submitted on time to support how these remittances have been used. 
 
Trend of Outstanding remittances  

Years Prior years 
Outstanding 

2018 
Outstanding 

2019 
Outstanding  

Cash in Transit 
(RBC) 

                 
5,588,187.32  

                 
410,378.27  

             
1,242,067.26  

 

The above table highlights that in 2019 Outstanding RBC totals to $1.2 million, hence this is an 
increase of $831k compared to the outstanding balance in 2018. The audit concerns on the 
increase trend of outstanding RBC from $410k to $1.2 million. This indicates a lack of control to 

Local Government   2019 2018 
        
Abaiang M0033000003A -14,231.98 89,222.97 
Abemama M0033000004A 83,927.20 83,608.20 
Aranuka M0033000005A 43,573.47 38,109.47 
Arorae M0033000006A -22,655.00 -23,450.00 
Beru M0033000007A 59,978.53 12,618.53 
Butaritari M0033000008A -76,028.08 -78,313.08 
Kuria M0033000009A 144,599.35 32,649.35 
Maiana M0033000010A 189,872.55 58,951.55 
Makin M0033000011A -109,070.51 -104,630.51 
Marakei M0033000012A -354.27 -354.27 
Nikunau M0033000013A -51,589.85 -50,459.85 
Nonouti M0033000014A 87,000.11 -2,144.89 
Onotoa M0033000015A 18,269.13 48,034.13 
Tab Nth M0033000016A 145,736.80 -97,378.20 
Tab Sth M0033000017A -2,407.03 -73,412.03 
Tamana M0033000018A -13,618.14 -83,668.14 
Banaba M0033000019A 4,250.00 4,120.00 
Kiritimati M0033000020A -17,070.52 -17,070.52 
Fanning M0033000021A 1,175,682.06 1,175,672.06 
Washington M0033000022A 316,930.60 312,865.93 
Abaokoro M0033000023A 18,036.15 17,071.15 
Kanton M0033000024A 12,283.71 12,283.71 
Kiribati High Commission M0033000027A 3,916,280.00 3,654,989.18 
Mission in Taipei M0033000028A 863,537.10 692,288.09 
Mission in New York M0033000029A 36,567.81 14,490.75 
Postmaster Bairiki M0033000601A 6,353.24 -126,097.91 
Post Office -Bikenibeu M0033000602A 12,583.54 -13,417.96 
Postmaster Betio M0033000603A 1,609.61 11,609.61 
        
    6,830,045.58 5,588,187.32 
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regularly review outstanding remittances. If the increase trend continues the issue on 
outstanding remittances could not be solved but would accumulate over and over the years.  

Recommendations 
The audit strongly recommends MFED to strengthen control and review outstanding RBC on a 
regular basis. 
 
MANAGEMENT RESPONSES 
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16. STATEMENT XIX: Revenue Equalization Reserve Fund 

 

Table 16.1. RERF balances as at 2019 ((Refer to The Government of Kiribati Annual Account for the year ended 
2019 p. 66) 

Revenue Equalization Reserve Fund (RERF) was established in 1956 and capitalized using mining 
royalties. Under a conservative policy, the fund’s asset grew steadily until 1979 when 
phosphate deposits were exhausted. Until recently, conservative policies have protected the 

RERF TABLE 2019 CASH TRUST CASH TRUST

TYPES OF INVESTMENT Northern Trust Blackrock State street State street

BY V0060000200A V0060000204A M0030000024A M0030000024A

FUND MANAGERS Jan to Dec V0060000204A M0030000024A M0030000024A

 OPENING MARKET VALUE 466,020,234.78 507,187,041.77 113,224,477.22                       -   

 CONTRIBUTIONS                         -                           -                           -                         -   

CASH TRANSFER OUT                         -                           -   -9,191.05                       -   

CASH TRANSFER IN                         -                           -                           -   9,191.05

CASH REDEMPTIONS                         -   -53,470.71                         -                         -   

 LESS DRAWDOWNS                         -                           -                           -                         -   

466,020,234.78 507,133,571.06 113,215,286.17 9,191.05

 ADD: INCOME 

 Div idend Income 3,202.08 27,403,118.70 0 0

Cash Interest 67.75 0 0 -5,865.65

 Interest Income 2,545,799.05 0 387,450.85 0

Bond Interest Income 12,846,450.88 0 1,540,092.29 0

Amortization/Accretion -5,431,621.68 0 0 0

 Other Income 0 0 0 0

 Settlement Variance -826,709.81 345,923.49 0 0

Realized Ex change Gain or Loss -185.37 0 0 0

Realized Gain or Loss 120,254.51 10,372.57

UnRealized Ex change Gain or Loss 175.66 0

 Av erage Security  Gain/Loss -242,303.38 0 0 0

 Miscellaneous Income 0 0 0 0

 Total Income 9,015,129.69 27,759,414.76 1,927,543.14 -5,865.65

 LESS: EXPENSES 

 Div idend w ithholding tax  ex pense 0 0 0 0

 Management fees 234,852.05 29,129.54 0 0

 Custodian Fees 56,214.85 0 0 0

 Total Ex penses 291,066.90 29,129.54 0 0

 Net Income 8,724,062.79 27,730,285.22 1,927,543.14 -5,865.65

 LESS: OPENING UNREALIZED APP/DEP 3,428,023.96 -4,678,771.04 0 0

 ADD: CLOSING UNREALIZED APP/DEP 31,790,188.61 110,739,526.12 0 0

 Net Gain/Loss on Unrealized APP/DEP 28,362,164.65 115,418,297.16 0 0

 CLOSING MARKET VALUE  503,106,462.22 650,282,153.44 115,142,829.31 3,325.40
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RERF. Since independence Governments have generally been reluctant to draw on the RERF, 
preferring to accumulate funds against an uncertain future.  

16.1. Balance of RERF as at 31.12.19 

Code Balance description 
2019 Actual 

Balance 
2018 Actual 

Balance 

V0060000200A Investment with Northern Trust 503,106,462.22 466,020,234.78 

V0060000204A Investment with Blackrock 650,282,153.44 507,187,041.77 

 TOTAL 1,153,388,615.66 973,207,276.55 

 

The Government of Kiribati RERF consists of two major investments owned in Australia namely 
Northern Trust and Blackrock with total balances of $1.15 billion in 2019 as per above table.  

The audit concerns on the RERF itself since it has never been audited by an external auditor 
from a recognized audit firm based in the same country. Normal audit procedures undertaken 
by local auditors (KAO) involved only the confirmation of balances via investment reports sent 
through emails by fund managers or custodians. Given a significant balance of over $1.15 billion 
in 2019 the audit approach requires the verification of valuations (calculations) and physical 
confirmation of number of shares, bonds, equities etc. owned by the Government of Kiribati in 
the stock market. Thus, this is one of the audit limitations in which unable to perform the 
physical confirmation of shares, equities, and bonds since the RERF investment is managed and 
operated outside of Kiribati in the Australian market. 

Recommendation: 

The audit recommends that the Government of Kiribati should engage the assistance of an 
external independent auditor from recognized audit firms based in Australia to examine the 
work of fund managers and custodians on the valuation of RERF and to form an independent 
audit opinion on the balance of RERF at the end of the year.  
 
MANAGEMENT RESPONSES 
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PART 3: THE KIRIBATI GOVERNMENT ANNUAL ACCOUNT FOR THE YEAR ENDED 
31 DECEMBER 2019 
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