
South Tarawa Sanitation Improvement Sector Project (RRP KIR 43072) 

EXTENDED FINANCIAL ANALYSIS 
 

A. Introduction 

1. Financial due diligence of the Tarawa Sanitation Improvement Project was undertaken in 
accordance with the Asian Development Bank’s Financial Management and Analysis of Projects 
Guidelines.1

2. PUB, a public enterprise, was corporatized under the Public Utilities Ordinance of Kiribati 
on the 1

 Financial Management Assessments were prepared for the Public Utilities Board 
(PUB), and the Ministry of Public Works and Utilities (MPWU), the main implementing agency 
for the project through a project implementation unit (PIU) established within the ministry.    

st

3. PUB is governed by a Board of Directors made up of appointments from the public and 
private sectors and a community representative. The Chief Executive is hired on a fixed term 
contract and the entity has around 170 permanent staff employed under its own conditions of 
service, of which 44% work in the Power Engineering Division, 27% in the Water Engineering 
Division and the remaining 29% in Finance, Administration and Corporate Support Units.  

 of July 1977. Further amendments were passed in 2000 to provide PUB with greater 
autonomy in its operations (to set tariffs and hire staff). The principal responsibilities of PUB are 
to deliver electricity, water supply and sewerage disposal service to the population on South 
Tarawa. 

4. The main thrust of PUBs operation is to provide electricity to South Tarawa (where under 
the Public Utilities Act it is the sole provider and regulator), and the more challenging mission to 
provide adequate water supply and sewerage services to its customers. Currently, electricity is 
provided to around 6,000 customers; around 4,400 customers receive piped water on an 
intermittent basis while there are around 2,000 sewerage connections.  

B. Past Financial Performance of PUB 

1. Financial Records 

5. PUB has comprehensive annual accounts that provide sufficient information for the 
financial analysis and a basis for future projections. PUB works on a calendar year basis, with 
accounts produced in a timely manner using the Attache and Mind Your Own Business (MYOB) 
accounting software, and is periodically audited by the Audit General’s office. The last audited 
accounts were prepared for the year ending December 2007. Annual output-based budgets 
apportioned to the six service centers are prepared by management for approval by PUB’s 
board of directors. PUB has a current business plan for the 2008-2011 period and a strategic 
investment plan for 2011-2017. A comprehensive asset management plan is not in place. A 
summary of PUB’s accounts are attached to this appendix. 

2. Financial Performance 

6. PUB has incurred an operating loss since 2005 ranging from -30% to -7% of total 
income, as shown in Table 1. The loss has reduced since the increase in electricity tariffs in 
2008.  Income is dominated by electricity sales which provide around 90% of total revenue, 
while water billings contribute only around 5% of total revenue. Sanitation services are provided 
by PUB free of charge. To fund sanitation service delivery, PUB receives an annual subsidy of 
$480,000 from the government.  
                                                
1 ADB. 2005. Financial Management and Analysis of Projects. Manila. 

http://adb.org/Documents/RRPs/?id=43072-013-3�
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7. In 2010, fuel for power generation accounted for two-thirds of PUB expenditures, while 
staff and administration costs, accounted for 12% and 16% of total expenditures, respectively. 
Debt servicing made up only 4% of total expenditures since the government has assumed 
responsibility for servicing the ADB loans relating to investment in the public utilities sector. 

Table 1: PUB Income and Expenditure 2005-2010 
(A$’000) 

Year Income Expenditure Loss 
2005 7,088 9,195 -2,107 
2006 7,749 10,113 -2,364 
2007 10,307 11838 -1531 
2008 11,079 12,081 -1,002 
2009 11,005 11,750 -746 
2010 10,604 11,458 -854 

Source: PUB accounts. 
 
8. The performance of PUB as indicated by the usual financial performance indicators such 
as financial internal rate of return, current ratio, and quick ratio were not calculated as PUB is 
effectively in an insolvent financial position, which makes such indicators meaningless.   

9.  The collection rate for electricity sales averaged 95% for FY2010. While water service 
collection rates were less than 25% during the same year for all customer categories, rates 
were less than 10% for domestic customers. Commercial and institutional water supply 
customers are metered and charged a rate of A$2.20 per cubic meter (m3

10. PUB’s balance sheet for 2010 shows a net worth of A$24.4 million, with current assets of 
A$6.68 million, current liabilities of A$3.46 million, long term assets of A$25.03 million and long 
term liabilities of A$5.83 million. However, accounts receivable of A$6.164 million representing 
outstanding arrears for electricity and water supply, contribute to most of the current assets. 
Much of this amount is unlikely to be recovered, and if written-off as bad debt, would further 
reduce PUB’s net worth. The net book value of the assets allowing for depreciation stands at 
A$25 million, the majority of which relates to electricity generating and distribution assets 
(A$16.8 million), while sewerage infrastructure has an asset value of A$3.56 million and water 
supply A$4.62 million. This is likely to be a realistic value of the existing infrastructure, with 
pumps, etc., fully depreciated as they near the end of their useful life.  

), while domestic 
customers are charged a flat rate of A$10.00 per month. Water is also supplied by tanker to 
some customers. PUB’s current water production capacity is very limited with water supplied on 
an intermittent basis and households are only receiving water for an average 2-4 hours of water 
every other day. Consequently, there is widespread abuse of the system with tampering of the 
supply system, illegal connections, wastage and understandable reluctance to pay the flat 
monthly rate of A$10 per household. Losses in the system are estimated to be at least 50%. 

11. Seventy-five percent of the assets are funded by donors while the remaining 25% are 
acquired from PUB internal funds. Consequently, only 25% of the depreciation is charged to 
total annual expenditure. The costs of capital assets funded externally by grants are allocated to 
a capital reserve fund and recorded in the balance sheet as deferred income and amortized as 
income over the useful life of the asset and added to the profit and loss accounts in subsequent 
periods.     
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3. Apportionment of Costs to Water Supply and Sanitation 

12. An accurate breakdown of the total costs for providing water supply and sanitation 
services is not provided in the accounts and there is an element of cross-subsidy from the 
dominant power generation department to water supply and sanitation. For example, the power 
usage for operating the water supply and sewerage system pumps is not recorded or costed in 
the accounts. Similarly, shared operations and maintenance (O&M), staffing and administration 
functions are also not apportioned between the cost centers in the accounts.  

4. O&M and Capital Expenditure 

13. PUB is constrained by its weak financial position for the purchase of essential spare 
parts and materials so that, consequently, maintenance of its plant and infrastructure is not 
carried to a sufficient level to maintain the assets for the full duration of their useful life. All 
capital expenditure for replacement of equipment and major repairs is reliant on development 
partner funding. As a result, the assets are deteriorating, the service level is more unreliable and 
the financial viability is poor. In its current situation, PUB is completely reliant on continuing 
government and donor support to maintain its operations.  

5. PUB Staff Capacity 

14. PUB’s accounts and finance section has a total of 26 staff including: a financial 
controller, senior accountant, accountant 3 supervisors, and 20 accounts clerks. Most staff are 
placed in the PUB headquarters in Betio with some staff located at branch offices in Bairiki and 
Bikenibeu. Considerable support for accounting and financial management was provided 
through a previous Asian Development Bank (ADB)-supported technical assistance project from 
1999 to 2003. 2

6. Financial Assessment of MPWU 

 However, staff capacity is still regarded as being weak and more support is 
required in financial management and accounting functions. The section’s capacity is 
constrained by the effect of vacancies in several key positions, frequent transfers of senior staff 
and understaffing in the revenue section. 

15. A financial management assessment of MPWU was prepared for the Kiribati Road 
Rehabilitation Project 2011 during preparation of the project in 2010. The financial management 
capacity assessment identified the principal risks as being: (i) project financial staff does not 
have experience with ADB-financed projects, and (ii) limited financial management capacity 
within MPWU. These constraints were confirmed by the assessment prepared for the proposed 
project. MPWU has had experience in the implementation of projects funded by multilateral 
development agencies. However, some training in ADB procedures for project implementation 
unit  staff will be required, particularly in procurement, disbursement and project management 
procedures. A capacity development component to strengthen financial management systems 
and to provide training is included in the project. 

16. Mitigation measures recommended as being necessary for the Road Rehabilitation 
Project included: (i) a project management unit  to be established within the Ministry of Finance 
and Economic Development to manage project funds, (ii) a financial management training plan 
to be prepared and all project financial staff to be trained before and during project 
implementation, (iii) a brief financial management manual to be prepared and issued to 

                                                
2 ADB. 1998. Technical Assistance to the Republic of Kiribati for the Management and Financial Advisory Services for 

the Public Utilities Board. Manila (TA 3108-KIR). 
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standardize project financing management procedures and provide guidance to project financial 
staff on ADB requirements, and (iv) the terms of reference for the required external audits be 
agreed with ADB. A similar level of support and capacity building will be required for the 
proposed project. 

C. Financial Analysis 

1. Analysis of PUB’s Annual Income and Expenditure 

17. PUB prepares an annual budget with estimated income and expenditure allocated over 
six cost centers. For 2010, the latest budget available, total expenditure was estimated to be 
A$10.963 million with projected income of A$11.164, (including A$480,000 government subsidy 
for sewerage services) generating an operating surplus of A$200,826, (although low collection 
rates and bad debts reduces this considerably). The majority of PUB income and expenditure 
relates to its power generation and reticulation activities. A summary of the 2010 budget is 
shown in table 2 below. 
 

Table 2: PUB Budgeted Income and Expenditure for 2010 

Item Power 
Generat-ion 

Power 
Distribut

-ion 

Water 
Supply 

Sewer-
age Accounts Admin Total 

INCOME 9,934,773 107,998 606,229 507,855 7,600 0 11,164,455 
        EXPENDITURE        Operating costs        Fuel - Power House 8,000,000      8,000,000 
Other 78,000 106,506 103,829 30,678 1,120 8,958 329,091 

Sub-total 8,078,000 106,506 103,829 30,678 1,120 8,958 8,329,091 
Staff & labor costs 418,739 290,909 272,052 198,490 244,596 208,035 1,632,821 
Repairs & 
maintenance 9,000 20,000 50,000 38,000 8,000 8,000 133,000 
Depreciation 171,624 35,216 16,224 41,880 5,509 2,604 273,057 
Admin & overhead 
costs 

   23,030   19,930       8,500   5,500      349,123   189,577     595,660  

Total Expenses 8,700,393 472,561 450,605 314,548 608,348 417,174 10,963,629 
Net Operating 
Profit/(Loss) 1,234,380 -364,563 155,624 193,307 -600,748 -417,174 200,826 

 
2. Analysis of Sewerage Delivery Costs and Potential Tariffs 

18. A estimate of the annual O&M costs for the rehabilitated sewerage system was prepared 
based on PUB’s annual budgets and an analysis of the realistic costs of providing O&M of 
sewerage systems allowing for all pumping costs, labor, maintenance and a share of PUB’s 
overhead and administrative costs. The objective is to estimate the true annual costs necessary 
ensure the life of the assets and to indicate the level of tariff necessary to recover the direct 
O&M costs of the sewerage operations.   

19. PUB’s output-based budget for 2010 allowed a total cost of sewerage operations of 
A$314,548 including an allowance of A$41,880 for depreciation, but this underestimated the full 
costs of adequate O&M and did not allow for the electricity pumping costs or a share of PUB’s 
overheads. A more realistic estimate of the cost of O&M following rehabilitation of the sewerage 
system and reconstruction of the ocean outfalls analysis is estimated to be A$730,240 per year. 
This is based on electricity consumption for pumping an daily volume of 1,191 m3 per day 
through the 19 pump stations and a similar volume of salt water extracted for the flushing 
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system allowing for 30% losses at the current industrial tariff of A$0.70/kWh; O&M costs of the 
plant and machinery (vacuum truck, high pressure jetting equipment etc.); pump maintenance at 
10% of their capital value per year; labor costs of cleaning, inspection and maintenance of the 
system assets; material costs for repair of the sewerage system and outfalls; and a 20% share 
of PUB’s overhead costs for supervision, clerical wages and administration and overhead 
costs.3

Table 3: Summary of annual O&M costs for sewerage service 

 These costs do not allow for depreciation or asset replacement or debt servicing costs 
and are over two and a half times PUB’s current allowance for direct O&M of the sewerage 
system. A summary of annual O&M costs is shown in the following table. 

Item      A$ 
 Operating and Maintenance Costs  

  Pumping electricity  
   Sewerage pumps  
 

13,689  
 Saltwater pumps  

 
 

28,526  
 Sub-total 

 
42,215  

 O&M  
    Plant and equipment  

 
52,920  

 Repairs & maintenance  
   Buildings  

  
8,000  

 Furniture & equipment  
 

800  
 Sewerage pumps  

 
77,090  

 Saltwater pumps  
 

6,058  
Sewerage system & outfalls 35,000 
Other assets – screens, sludge digester 89,000 
 Operating supplies  

 
 

4,500  

 
Total O&M 273,368  

 Staff & Labor  
   Sewer cleaning  
 

5,855  
 Pumps inspection  

 
239,371  

 System maintenance  
 

 

55,192  

 
Total Staff 300,418  

 Supervisory & clerical (20%)  69,103  
 Admin & overheads (20%)  45,136  
 TOTAL      730,240  
Source: PUB and Consultants estimates 

 
20. Based on 2,000 sewerage connections, this represents an average annual cost of 
A$365 per connection per year, or A$30 per month.  
 

3. Tariff Affordability and Ability to Pay Analysis 

21. Tariff affordability and ability to pay is closely related to household income. The most 
recent information on household income and expenditure in South Tarawa is a United Nations 
Development Programme (UNDP) report prepared in 2010 based on an analysis of the 2006 
Kiribati household income and expenditure survey the last survey of this kind in Kiribati.4

                                                
3 Although no costs are currently incurred for billing for sewerage services, with the introduction of tariffs there will be 

an increase in administrative costs. 

 This 
analysis prepared estimates of the national food and basic needs poverty lines for three regions 
of Kiribati, including South Tarawa. It also provided an analysis of the broad characteristics of 

4 Kiribati National Statistics Office and UNDP Pacific Centre. 2010. Analysis of the 2006 Household Income and 
Expenditure Survey. A Report on the Estimation of Basic Needs Poverty Lines, and the Incidence and 
Characteristics of Poverty in Kiribati. Suva. Household expenditure data was analyzed to estimate the incidence of 
poverty and the Head Count Index (HCI) by comparing food and basic needs poverty lines to recorded levels of 
expenditure. 
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low-expenditure households in terms of their socio-economic status, demographics and access 
to basic services. It is the best source of information for assessing the affordability of tariffs and 
the ability to pay, especially for the poorest 30% of households in the bottom three deciles. For 
South Tarawa, basic needs poverty was calculated at 18.3% of households, and 24.2% of the 
population (the highest in Kiribati). A summary of the results from the UNDP report is shown in 
Table 4 below 

22. It can be concluded from this analysis that around 20% of households and 25% of the 
population of South Tarawa are likely to be living below the minimum cost of living or basic 
needs poverty line.5

Table 4: Summary of Kiribati Poverty Indicators from KHIES 2006 

 It is likely that this group in the lower quintile will find it difficult to contribute 
to a tariff for water supply and sanitation services as they already struggling to meet their basic 
needs demands, facing hardship on a daily basis, juggling their limited funds to pay the bills and 
to supply adequate food for the family. 

Item National South 
Tarawa 

Rest of 
Gilberts 

Line & 
Phoenix 

Food Poverty Line (FPL) (A$ per household 
per week for lowest three deciles) 

$63.54 $104.42 $48.32 $84.39 

Basic Needs Poverty Line (BNPL) (A$ per 
household per week for lowest three deciles) 

$112.80 $230.57 $83.31 $156.53 

Percentage of households with per capita 
expenditure below FPL (minimum level of 
dietary energy consumption) 

5.3 2.2 6.0 0.5 

Percentage of population below  BNPL 21.8 24.2 22.0 8.9 
Percentage of population vulnerable to falling 
into poverty; per capita expenditure <10% 
above BNPL % 

5.6 7.4 3.4 7.0 

Percentage of households below BNPL 17.0 18.3 17.9 6.8 
BNPL = basic needs poverty line, FPL = food poverty line. 
Source: Kiribati National Statistics Office and UNDP. 

 
4. Breakdown of sewerage connections 

23. An exact record of the number and composition of sewerage connections is not available 
but PUB estimates that there are currently around 2,000 connections to the sewerage system in 
the three areas served with around 75%, or 1,500 of the connections for domestic households 
with the balance being non-domestic - institutional, commercial and industrial. A connection is 
recorded as a connection from the sewer to the premises or house. It is not a count of the 
number of toilet pans and one connection may serve several toilets, such as the case of a 
connection to a government building or school.   

24. The type of connection, which relates to the level of tariff applicable and affordability, can 
be classified into three groups: (i) institutional and commercial (government buildings, schools, 
churches, maneabas, etc.); (ii) government housing (occupied by government employees); and 
(iii) private sector housing and other premises/businesses. However, there are few private 
houses connected to the sewerage system. Some institutions, businesses and houses use 
septic tanks, such as the Marine Training Center at Betio that used to be connected to the 
sewerage system but now have their own independent septic tank system. There are 167 septic 
tanks recorded in Betio and a limited number in the other two areas served by the sewerage 
                                                
5 The poorest decile of  households have a greater number of occupants (10) than rich households in the top decile 

(4.8). 
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system. For environmental reasons, it is recommended that they be reconnected to the 
rehabilitated system which would mean an increase in the number of sewerage connections. 

25. In terms of tariff affordability and ability to pay, those in category 1, government and 
institutional connections should have little difficulty in paying for sewerage services as they 
receive their funding from the public purse. The average tariff of A$365 per year represents a 
relatively minor cost and they should be able to pay immediately. The second category made up 
of government employees, living in government housing, should also be able to afford the 
average tariff. Although there might be a case for a reduced tariff for households in this category 
in order to ensure that workers in government housing at the bottom of the pay scale on a 
relatively low wage, such as laborers, and low-skilled workers are able to afford sewerage 
services. It should be possible to deduct the tariff  directly from government salaries at the 
source. A similar payment practice exists among public servants for housing rental payments to 
the Kiribati Housing Corporation. To ensure greater  acceptance of the tariff, it may be 
necessary to introduce the tariff progressively over several years to reduce the burden, and to 
compensate for the extra household expenditure through a cost of living adjustment to 
government salaries and wages, especially for low income employees. The third group 
representing the private sector, businesses, private non-government households should also 
have little difficulty in affording the tariff, especially business with a relatively high turnover 
including shops, restaurants, and small to medium sized enterprises. There may be some 
difficulty with affordability for private house connections and social amenities such as public 
toilets but their numbers are relatively small. It is suggested that a detailed inventory of all 
connections is prepared and categorized according to number of toilets, ability to pay and the 
extent of a problem with affordability identified, if it is significant. As discussed above, there are 
a significant number of households in South Tarawa who exist below or close to the basic needs 
poverty line, but not many are likely to be already connected to the existing sewerage systems. 

26. Rather than a flat tariff per connection, it would be more equitable to base the tariff on 
the number of toilets associated with each connection so that the user’s payments are more 
closely linked to the use of the services. In this case, there could be a basic tariff rate for houses 
with a single toilet and a higher rate for connections with multiple toilets. This information could 
also be collected during the stocktake and customer survey. There is also a case for a degree of 
cross-subsidy from the non-domestic sector to the domestic sector. 

5. Sustainable Maintenance Fund 

 27. It is proposed that a Sustainable Maintenance Fund (SMF) be established to provide 
sufficient funds to ensure the sustainable management of the sewerage system after it has been 
rehabilitated. A management services contract would be setup following completion of the 
rehabilitation project, and services provided for an initial period of five years to implement an 
asset management system for maintaining the pumps, milliscreens, sludge digester, plant and 
equipment and the sewerage system infrastructure; provide advice and guidance to PUB and 
ensure that there is the necessary supply of spare parts to ensure maintenance is carried out in 
a timely and sustainable manner. The contract would finish prior to project completion. 

28. The SMF will ensure adequate funds for maintenance and meet the shortfall in the direct 
O&M budget of A$730,240 allowing for a continuation of the current government subsidy of 
A$480,000 per year and the progressive introduction of a tariff contributing to cost recovery for 
the sewerage services. As cost recovery builds up, there would be a scaling down of the 
government subsidy and funding from the SMF with the objective that, by 2020, the cost 
recovery from tariffs would meet at least 90% of direct costs of sewerage services, excluding 
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depreciation and capital replacement. A cashflow projection of O&M and tariff revenue for 
sewerage service was prepared to indicate the cashflow over a seven year period after the 
rehabilitation of the sewerage system and the scenario for the introduction of the tariffs, as 
shown in Table 5 below.   

29. The number of connections is assumed to increase by 250 to allow for the reconnection 
of some former customers and connection of septic tanks to the sewerage system, especially in 
Betio. The government subsidy is assumed to decrease as the tariffs are applied but to remain 
at A$50,000 per year to subsidize the number of low-income households who cannot afford the 
tariff. An allowance for bad debts is included which is assumed to decrease over time as 
payment of sewerage charges becomes more acceptable and affordable. The O&M costs are 
assumed to increase by 3% per year to allow for inflation and the tariffs are also adjusted in the 
same manner. 

30. As can be seen from the table, sewerage services show a breakeven situation after 
including the government subsidy and the contribution from the SMF. Further cost recovery to 
allow for depreciation, debt servicing and capital replacement is desirable, but this goal will 
require more analysis and experience to determine if it is realistic to achieve. As a first step, the 
main aim should be for revenue to meet the direct costs.  



 
 

9 
Table 5: PUB Sewerage Services Cashflows and Cost Recovery (A$) 

  2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 
 I. Revenues  

           Non-domestic connections  0 0 0 120,000 180,000 300,000 330,000 360,000 390,000 420,000 
 Domestic connections  0 0 0 94,800 201,600 315,000 420,000 432,600 445,578 458,945 
 Less Bad Debts  

   
-28,017 -49,774 -55,909 -52,326 -55,298 -39,789 -41,855 

 Total Tariff income  0 0 0 186,783 331,826 559,091 697,674 737,302 795,789 837,091 
 Sewer Connections/Installation   0 0 6,000 10,000 20,000 14,000 0 0 0 0 
 Sustainable Management Fund  0 0 0 300,000 330,895 228,011 114,541 91,272 59,143 35,197 
 Government Subsidy  480,000 480,000 480,000 300,000 150,000 50,000 50,000 50,000 50,000 50,000 

 Total Income  480,000 480,000 486,000 796,783 832,721 851,102 862,215 878,575 904,932 922,287 

            II. Expenses  
           Staffing  300,230 309,237 318,514 328,070 337,912 348,049 358,491 369,246 380,323 391,733 

 Power   42,216 43,482 44,787 46,130 47,514 48,939 50,408 51,920 53,477 55,082 
 Maintenance & Repair  273,368 273,368 281,569 290,016 298,717 307,678 316,908 316,908 326,416 326,416 
 Management & Administration   114,240 117,667 121,197 124,833 128,578 132,435 136,409 140,501 144,716 149,057 
 Sewer Installations/connections  0 0 6,000 10,000 20,000 14,000 0 0 0 0 

 Total Operating Expenses  730,054 743,755 772,067 799,049 832,721 851,102 862,215 878,575 904,932 922,287 
 III. Net Income (before depreciation)   -250,054 -263,755 -286,067 -2,267 0 0 0 0 0 0 
    

          Assumptions: 
          Provision for Bad Debt 15% 15% 15% 15% 15% 10% 7.5% 7.5% 5% 5% 

Sewer Connections 
          Domestic 1,505 1,505 1,530 1,580 1,680 1,750 1,750 1,750 1,750 1,750 

Non Domestic 495 495 500 500 500 500 500 500 500 500 
Total 2,000 2,000 2,030 2,080 2,180 2,250 2,250 2,250 2,250 2,250 

Tariffs 
          Domestic  (A$/month) 0.00 0.00 0.00 5.00 10.00 15.00 20.00 20.60 21.22 21.85 

Non-domestic 0.00 0.00 0.00 20.00 30.00 50.00 55.00 60.00 65.00 70.00 
Notes: 

          1. Costs increase by 3.0% per year to allow for inflation. 
2. Number of connections increase by 250 to allow for connection of septic tanks to the system. New connections cost $200. 
3. Government subsidy remains at A$50,000 per year to subsidize low-income households. 
4. SMF contributions exclude management fees for the administration of the fund. 
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D. Key Risk Factors 

31. This project gives a comprehensive reference for the risks and constraints faced by 
Kiribati and the opportunities and associated challenges for the future. In the context of 
infrastructure and sanitation, the project provides an understanding of the issues for the period 
2012–2019: 
 

(i) The greatest single factor affecting the sustainability of PUB is the recovery of 
revenue from the provision of services to consumers. While PUB has appropriate 
policies and regulations in place, lack of enforcement, and low affordability by 
low-income households, has led to a situation where uncollected and late 
payment of charges are adversely affecting the financial viability of the 
organization.  
 

(ii) For PUB to achieve financial autonomy and hence sustainability, strict 
enforcement of the existing policies and regulations for late and non-payment of 
fees and charges must be implemented urgently and consistently, in conjunction 
with providing reliable services to the customers. 
 

(iii) The impact of population growth in South Tarawa where the present population 
of 50,000 is projected to double by 2030 will place significant stress on urban 
infrastructure.  
 

(iv) Unplanned and unmanaged urban growth where people continue to move to 
urban areas in search of economic and social opportunities and services, 
requiring a transformation of physical planning, governance and provision of 
infrastructure will pose a challenge to ensuring widespread access to basic urban 
services. 
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E. Attachments 

Table 6: PUB Summary of Balance Sheets 2005 – 2010 

 
  

Kiribati Public Utilities Board (PUB) AUD 
BALANCE SHEETS 2005 2006 2007 2008 2009 2010 

Current Assets 
Trade Debtors 3,750,837          3,722,139      4,196,486      4,354,356      5,277,454      6,164,237      
Sundry Debtors 748,208             745,432          746,957          477                 16,757            16,757            
Staff Debts 196,631             202,674          216,058          191,043          294,706          228,845          
Provision for Bad Debts 1,709,236 -         1,709,236 -     1,709,236 -     961,030 -         961,030 -         961,030 -         
IBD 60,967               62,214            63,734            65,354            66,816            87,721            
Power Project Fund 18,933            18,753            18,603            -                  
Stock 767,102             824,562          1,150,289      1,383,966      1,217,507      1,142,371      
Provision for Obsolete Stock 65,000 -              65,000 -           65,000 -           65,000 -           -                  -                  
Prepayments -                      101,214          -                  

Total Current Assets 3,749,509         3,782,785      4,618,221      4,987,919      6,032,027      6,678,901      

Current Liabilities 
Current portion of L/T loan ADB  1 324,867             264,740          204,613          144,486          84,359            24,232            
Cash at Bank 320,435             519,978          963,168          1,128,816      632,092          766,276          
Trade Creditors 885,434             1,502,848      2,517,747      2,452,284      2,087,071      2,732,650      
Sundry Creditors 86,991 -              4,345              95,335 -           34,757 -           28,363 -           63,273 -           
Provision - Annual Leave -                      

Total Current Liabilities 1,443,745         2,291,911      3,590,193      3,690,829      2,775,159      3,459,885      
Working Capital 2,305,764         1,490,874      1,028,028      1,297,090      3,256,868      3,219,016      

Long Term Assets 
Buildings 1,233,135          1,234,340      1,234,340      1,234,340      1,234,340      1,234,340      
Plant & Machinery 33,272,986        41,140,039   41,461,702   41,461,702   41,948,849   41,948,849   
Furniture & Fittings 408,179             443,284          374,008          396,434          437,486          452,089          
Motor Vehicles 489,367             965,059          931,754          943,754          1,151,370      1,361,284      
Accumulated Depreciation 13,022,923 -       14,507,795 -   16,368,489 -   17,592,933 -   18,767,681 -   19,970,211 -   

Total Long Term Assets 22,380,744       29,274,927   27,633,315   26,443,297   26,004,364   25,026,351   

Non Current Liabilities 
Long Term Loan - ADB 3,477,700          3,574,147      3,666,667      3,755,260      3,839,928      3,920,669      
ANZ Bank Loan 2,218,229      1,913,463      

Total Non-Current Liabilities 3,477,700         3,574,147      3,666,667      3,755,260      6,058,157      5,834,132      

NET WORTH 21,208,808       27,191,654   24,994,676   23,985,127   23,203,075   22,411,235   

Proprietorship 
Capital Reserve 24,178,719        31,249,544   29,819,679   28,731,841   27,715,753   26,737,183   
Accumulated Profits/Losses 2,969,915 -         4,057,895 -     4,825,007 -     4,746,718 -     4,512,682 -     4,408,546 -     

Total Proprietorship 21,208,804       27,191,649   24,994,672   23,985,123   23,203,071   22,328,637   

Note 1. The current portion of the long term debt is recorded as a current liability according to the repayment terms of  
the relevant loan agreement. 
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Table 7: PUB Summary of Profit and Loss Accounts 2005 – 2010 
Kiribati Public Utilities Board (PUB) AUD
PROFIT AND LOSS ACCOUNT 2005 2006 2007 2008 2009 2010

INCOME
Electricity sales 6,336,783       6,543,836   7,828,194   9,772,643   9,513,722    9,427,814   
Water Sales 120,654          405,404       447,949       570,404       577,308       566,689       
Sundry sales 24,163            10,214         

Government Subsidy1 480,000          680,000       1,898,933   600,000       792,802       480,000       
Other income 126,038          109,842       131,942       135,830       120,727       130,356       

Total 7,087,638      7,749,296   10,307,018 11,078,877 11,004,559 10,604,859 

EXPENDITURE
Operation & Maintenance

Fuel & lubricant 5,246,496       5,572,580   7,208,114   7,875,948   7,873,368    7,610,119   
Chlorination 27,143            16,901         20,850         3,551           42,145         8,957           
Repairs and maintenance 218,265          465,804       84,153         56,400         94,392         82,882         
Operating and other supplies 93,242            109,156       117,845       61,177         78,778         48,487         
Fuel - vehicles 38,333            71,585         83,299         88,616         80,820         81,323         
New connections 76,946            58,868         72,862         45,053         57,388         23,960         

Sub-total 5,700,425       6,294,894   7,587,123   8,130,745   8,226,891    7,855,728   
Staff Costs

KPF contributions 91,132            99,594         89,858         89,105         89,207         91,850         
Leave grant & passages 85,203            91,981         92,594         95,049         83,138         68,775         
Overseas travel 16,084         9,027            9,301           
Staff training 7,006               27,722         12,302         
Wages, overtime and allowances 1,983,238       1,761,048   2,067,111   1,987,241   1,569,233    1,587,757   
Staff house rent subsidy 16,881            21,191         22,373         20,181         27,032         23,852         
Redundancy payments -               19,578         
Travelling & transport 60,370            38,747         42,023         49,630         48,531         35,475         
Workmen compensation 13,515            5,063           

Sub-total 2,257,345       2,045,346   2,326,261   2,257,290   1,845,746    1,817,010   
Administration Costs

Postage, printing and stationery 13,305            22,056         34,824         20,346         19,187         27,775         
Telephone charges 107,235          121,199       118,436       82,857         86,405         63,959         
PUB Board expenses 24,614            19,787         17,218         17,974         17,833         10,967         
Land leases and compensation 7,622               5,827           3,542           6,247           5,914            7,109           
Insurance & subscriptions 5,253               3,626           9,052           6,300           12,408         10,047         
Public notices & advertising 2,743               1,063           19,905         5,027           5,346            11,681         
Other expenses 8,218               17,977         70,200         14,414         10,740         12,191         
Audit fees and accountancy -               -               6,700            7,500           
Depreciation 1,000,754       1,484,872   1,409,148   1,224,444   1,174,748    1,202,530   

Sub-total 1,169,744       1,676,407   1,682,325   1,377,609   1,339,281    1,353,759   
Debt Servicing

Bank charges 26,840            60,201         209,751       286,694       184,531       165,804       
Interest on loans 40,425            36,320         32,393         28,466         153,770       266,071       

Sub-total 67,265            96,521         242,144       315,160       338,301       431,875       
Total 9,194,779      10,113,168 11,837,853 12,080,804 11,750,219 11,458,372 

Operating Profit and Loss 2,107,141-      2,363,872-   1,530,835-   1,001,927-   745,660-       853,513-      

ABNORMAL ITEMS
Prior Period Items -                   -               453,717-       7,622-           36,392-         20,921-         

Amortisation - Aid Reserve Fund2 803,010          1,275,892   1,217,440   1,087,838   1,016,088    978,570       

NET PROFIT/(LOSS) 1,304,131-      1,087,980-   767,112-      78,289         234,036       104,136      

Note 1. Subsidies received specifically as meeting operating costs are recorded in the income statement as operating 
revenue for the period.

2. Grants received for capital assets are recorded in the balance sheet as deferred income and amortised as income 
for subsequent periods at a rate of depreciation applied for capital assets acquired under a grant.
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Table 8: PUB Schedule of Assets 2005 – 2010 

 

PUBLIC UTILITY BOARD (PUB) Schedule of Assets 2005-2010 AUD

Notes Deprc YEAR ENDING
Property, Plant and Equipment Rates 2005 2006 2007 2008 2009 2010
VALUE AT COST Actuals Actuals Actuals Actuals Actuals Actuals
Buildings 3%

Cost 714,635       715,840      1,234,340     1,234,340         1,234,340      
Valuation 518,500      
Additions 1,205          

Total 714,635       715,840       1,234,340   1,234,340     1,234,340         1,234,340      
Plant & Machinery
Water 5%

Cost 293,657       293,657       6,010,588   7,319,310     7,319,310         7,319,310      
Valuation 1,326,078   
Additions 5,716,931    17,356-       

Total 293,657       6,010,588    7,319,310   7,319,310     7,319,310         7,319,310      
Sewerage 2.5-10%

Cost 19,397         19,397         2,171,919   8,547,919     8,547,919         8,547,919      
Valuation 6,376,000   
Additions 2,152,522    

Total 19,397         2,171,919    8,547,919   8,547,919     8,547,919         8,547,919      
Electrical 2-10%

Cost 22,834,704  22,834,704  22,834,704 25,594,473   25,594,473       26,081,620     
Valuation 2,420,750   
Additions 339,019      487,147            

Total 22,834,704  22,834,704  25,594,473 25,594,473   26,081,620       26,081,620     
Total Plant & Machinery 23,147,758  31,017,211  41,461,702 41,461,702   41,948,849       41,948,849     

Furniture & Fittings 10%
Cost 390,429       390,429       423,134      374,008        396,434            437,486         
Valuation 20,150       
Additions 32,705         69,276-       22,426         41,052              14,603           

Total 390,429       423,134       374,008      396,434        437,486            452,089         
Motor Vehicles 10%

Cost 489,368       489,368       965,059      931,754        943,754            1,151,370      
Valuation
Additions 475,691       33,305-       12,000         207,616            209,914         

Total 489,368       965,059       931,754      943,754        1,151,370         1,361,284      

Total All Value at Cost 24,742,190  33,121,244  44,001,804 44,036,230   44,772,045       44,996,562     

DEPRECIATION
Buildings - opening 440,205       440,205       462,697      669,460        689,151            708,841         

annual charge & adjustments 22,492         206,763      19,691         19,690              19,389           
- closing 440,205       462,697       669,460      689,151        708,841            728,230         
Plant & Machinery 5% 45% 3% 3% 3%

Water - opening 1,024,207    1,024,207    1,356,677   1,721,606     2,058,865         2,381,518      
annual charge 332,470       364,929      337,259        322,653            316,299         
closing 1,024,207    1,356,677    1,721,606   2,058,865     2,381,518         2,697,817      

Sewerage - opening 3,917,632    3,917,632    4,135,301   4,348,054     4,565,632         4,783,210      
annual charge 217,669       212,753      217,578        217,578            205,061         
closing 3,917,632    4,135,301    4,348,054   4,565,632     4,783,210         4,988,271      

Electrical - opening 6,916,905    6,916,905    7,656,926   8,610,061     9,097,729         9,574,682      
annual charge 740,021       953,135      487,668        476,953            522,781         
closing 6,916,905    7,656,926    8,610,061   9,097,729     9,574,682         10,097,463     

Total Plant & Machinery (closing) 11,858,744  13,148,904  14,679,721 15,722,226   16,739,410       17,783,551     
Furniture & Fittings - opening 255,112       255,112       278,252      311,968        337,342            364,069         

annual charge 23,140         33,716       25,374         26,727              36,386           
closing 255,112       278,252       311,968      337,342        364,069            400,455         

Motor Vehicles - opening 468,862       468,862       617,942      707,340        844,214            955,361         
annual charge & adjustments 149,080       89,398       136,874        111,147            102,614         
closing 468,862       617,942       707,340      844,214        955,361            1,057,975      

TOTAL ALL 32% 14% 19% 13% 11%
opening 13,022,923  13,022,923  14,507,795 16,368,489   17,592,933       18,767,681     
annual charge -              1,484,872    1,860,694   1,224,444     1,174,748         1,202,530      
Total Accumulated Depreciation 13,022,923  14,507,795  16,368,489 17,592,933   18,767,681       19,970,211     

NET BOOK VALUE (year end)
Buildings 792,930       771,643       564,880      545,189        525,499            506,110         
Plant & Machinery

water 595,528       5,979,989    5,597,704   5,260,445     4,937,792         4,621,493      
sewerage 2,477,765    4,412,618    4,199,865   3,982,287     3,764,709         3,559,648      
electrical 18,338,549  17,598,528  16,984,412 16,496,744   16,506,938       15,984,157     

Total Plant & Machinery 21,411,842  27,991,135  26,781,981 25,739,476   25,209,439       24,165,298     

Furniture & Fittings 155,467       165,032       62,040       59,092         73,417              51,634           
Motor Vehicles 20,506         347,117       224,414      99,540         196,009            303,309         
Total Net Book Value 22,380,745  29,274,927  27,633,315 26,443,297   26,004,364       25,026,351     

Notes: 1. Fixed assets, including donated items, are depreciated over their useful life using straight line method.
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