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Independent Auditor’s Report

To the readers of
South Tarawa Sanitation Improvement Sector Project
Financial statements for the period ended 31 December 2013

We have audited the financial statements of South Tarawa Sanitation Improvement Sector Project
(STSISP) financed under the Asian Development Bank, Australian Agency for International Development,
Water Financing Partnership Facility and Government of Kiribati which comprise the Statement of Cash
Receipts and Payments as of December 31, 2013, and for the year then ended, and a summary of
significant accounting policies and other explanatory information.

Management’s Responsibility

Management (EA) is responsible for the preparation and fair presentation of these financial statements in
accordance with the modified cash basis of accounting described in Noted 3, and for such internal control
as management determines is necessary to enable the preparation of the financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the accompanying statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require that
we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement. Our audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statements. Our audit also
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

The STSISP Management’s policy is to prepare the accompanying statements in the format agreed between
the Donor’s and the Government of Kiribati as noted in the Financial Management Manual for the Loan/
Grant, on a cash receipts and disbursement basis in which cash is recognized when received and expenses
are recognized when paid, rather than when incurred.

Unqualified Opinion

In our opinion, the aforementioned financial statements and appended notes that were also the subject of
the audit, presents fairly, in all material respects, the cash receipts and disbursements of STSISP for the
year ended December 31, 2013 in accordance with the cash receipts and disbursements basis of accounting
described in Noted 3; and expenditure have been applied to the purpose intended for in the Loan/Grant
agreement and within the project budget.

In addition:

With respect to Statements of Expenditure, adequate supporting documents have been maintained
to support claims to the Donors for reimbursements of expenditures incurred; and which



expenditures are eligible for financing under Loan Agreement No. 2795 KIR (F)/Grant Agreement
No. 0263 KIR (EF).

The Imprest Accounts page 9 give a true and fair view of the receipts collected and payments made
during the year ended 31 December 2013; and these receipts and payments support Imprest
Account replenishments during the year.

6 June, 2014 Ms. Matereta B Raiman
Auditor General
Kiribati National Audit Office
Bairiki
Tarawa
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SOUTH TARAWA SANITATION IMPROVEMENT SECTOR
PROJECT

BACKGROUND

The South Tarawa Sanitation Improvement Sector Project (STSISP) officially commenced on 3 May 2012,
being the date when the Loan 2795KIR-(SF) and Grant 0263KIR-(EF) Agreements were signed. The
closing date is currently set as 31 August 2019. This report is being prepared for the Ministry of Finance
& Economic Development (MFED), the Executing Agency (EA) for the project.

STSISP is funded jointly by the Asian Development Bank (ADB), the Australian Agency for International
Aid (AusAid) and the Government of the Republic of Kiribati (GoK), as follows:

o ADB — Loan of Special Drawing Rights (SDR) 4.7 million (equivalent of US$ 7.56 million and
estimated at AUS 7.215 million); established through the Loan Agreement dated 3 May 2012.

o AusAid — Grant of US$ 13.95 million {with estimated AUS equivalent of AUS 13.311 million);
established through the Grant Agreement dated 3 May 2012.

o In November 2012, ADB secured an additional Grant of USS 0.61 million (with estimated
equivalent of AUS 0.58 million) from the Water Financing Partnership Facility (WFPF) to fund the
sub-core components of the project.

o GoK - estimated contribution of US$ 0.97 million (with estimated AUS equivalent of AUS 0.93
million).

Out of GoK’s funding 10%, or A$0.13m, is to be provided as a contribution to the establishment of the
Sanitation Maintenance Fund and is to be reported as part of the Financial Statements. The balance of
A$0.8m provides cover for tax revenue offsets, and does not form part of the core funding of STSISP
upon which the Financial Statements are based.

OBJECTIVES OF THE PROJECT

Primarily the objective of the STSISP is to improve the sanitation infrastructure, improve access to
sanitation facilities by the general population of South Tarawa, and engaging with the communities to
improve sanitation and hygiene practices. A Sewerage Maintenance Fund will be set up to fund the
future operations and maintenance (O&M) of the sewerage systems. There will also be a capacity
building component to strengthen the capacities of both, the Public Utilities Board (PUB), the owner and
operator of the sewerage system, and the Ministry of Public Works & Utilities (MPWU).



IMPLEMENTATION ARRANGEMENT

STSISP is implemented under the overall guidance of the National Infrastructure Development Steering
Committee (NIDSC), and is coordinated and monitored by the Project Monitoring Steering Committee
from the MPWU, which is also the Project Implementing Unit (PIU). There is to be a Project Coordinator
based in the PIU to provide project management support to the STSISP. There is also a Finance Officer
based within the Kiribati Fiduciary Services Unit (KFSU) at MFED who will provide financial services and

assistance in procurement for the project.
SUBMISSION OF 2013 FINANCIAL STATEMENTS

The Financial Reports for the project over its second year of implementation ending 31 December 2013,

are being presented for auditing.

In compliance with the project agreements the audit report is required to be submitted to the World
Bank and donor partners by the 30" June 2014, and we would request your kind offices if the auditing
could be completed by the due date.

All financial records for the project are held within the Kiribati Fiduciary Services Unit at the Ministry of

Finance & Economic Planning.

oA s ~
o [ Pt i
Y
loataake Timeon Reina Timau
Secretary for Public Works & Utilities Manager, KSFU

Date: 28™ February 2014




~ 50UTH TARAWA SANITATION IMPROVEMENT SECTOR PROJECT (STSISP)

STATEMENT OF CASH RECE]PTS & CASH PAYMENTS

For the Perlod Ended December 31, 2013

Account Description

AUS

Current Year

AUS

- Cumulative

CASH RECEIPTS

~ Notes C

Direct Payment "~
Loan 2795 KIR (SFT

Grant 026.3 KIR(EF}
Relmbursement
Loan 2795 KIR lSF1

vGrant 0263 KIR(EF}
Commitment

52.305.371.92

Loan 2795 KIR (SF)

1ea iea

. Grant 0263 KIRIEF}
Imprest.Fund

‘ L an 2795 KIR (SF}
Grant 0263 KIR(EF)
WFPF Grant

Government of Kiribati
Other Receipts {interest Income)

3 19180818

191,808.18

Jotal Cash Receipts

 $1,376,014.17

s
5
3
5
§

2,497,180.10

CASH‘PATMENTS“(Per Loéﬁlééant Category}

Civil Works

‘Preliminary and Sensral

Canstruction

Resettlemant Cost
Land Acquisition

ieh enlem les

Plant and Equipment

9 wniea en

, ;F’ipes,, Valves & Manholes
Pumps

F’ant cm\:l f\lachmprv
VEthlEb

& daien e

Capae:ty Building

Community Awareness
“Training

Consulting Services

 International Consultants . :

Mational Consultants

£
iea e

67.794.60 .
9,002.05

e es

67.794.60
9,002.06

504,113.09
306.471.04

1,589,609.78
342,140.28

Consulting Support Cast

437.241.07

437.241.07

Sanitation and Mamtenance Fund

Other Paymentsf/ Bank Charges

348.25

348.24

Total Cash Payments
ENET( ASH RECEIPTS

1,314,970.88

2,436,136.02

61,044.08

61,044.08

‘Add/Deduct; Foreign Exchange Gains/Losses

iNET CHANGE I CASH

34.90

34.90

61,078.98

61,078.98

Opening Cash Balances

» :Local Currency Bank Account o
‘Foreign Currency Bank Account

_Total Opening Cash
Add: Met Change in Cash

s.078.95

61,078.98

Met Cash Available

61,078.98

W [ e e

61,078.98 .
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SOUTH TARAWA SANITATION IMPROVEMENT SECTOR PROJECT
LOAN 2795 KIR(SF)/GRANT 0263 KIR(EF)
STATEMENT OF PAYMENTS BY COMPONENT
For the Perlod Ended December 31, 2013

INVESTMENT COSTS

Civil Works

Notes Expense ltem AUS Total AUS
preliminary & General = -
Construction - - i
Land Acquisiiion&Semtﬂemei ,3 ) - ) §
$ R
Plant & Equipment . . S B .
Notes ) Expense ltem B ' ~AUS o Total AUS
Pines, Va!ws, & Manholes o
PUMPS o I
Diam&l\.lac.nmenos 0 - $ -
§ -
CapacityBuilding s B
‘Notes Expense ltem o R AUS ) ] WTotalkAUS
3 Commum‘ky Awareness/ Educat;on 3 57,794.60
A TrAINING e 3 9,602.05
»»»»» S 66,796.65
Consulting Services [ e
L _Expense tem B L AUS _ TowlAUS
5 International Consultanis Remunerations $  504,113.09
PriorYears Payments $ 1,085,496.68
Cumulative Total - $ 1,585,609.77
& Natlonal Consultants Remunerations 1§ 247,874.32
chal Consultan‘ms Salaries :$§ 58,596.72 ©§  306,471.04
Prior Years Payments ) i $ 35,665.25
Cumuiative Total : S 342,140.29
7 Consultants Support Costs
International Per Diem & Allowances $ 126,280, 0o
international Air Travel S 35,522.77
Miscellaneous Travel Expenses 1 S 505475
Lmd Transport & Vehfc!e Hire v v S 66,833.11
Housing Allowances S 22,905.90
Equipment {Office Equ.pmer’t/.furmture) S 43,158.05
Office Operations SN 1000042
Communications s 941:7/1
Report Prep, P_rod, & Tronsmission s - 10186
Seminars, Warkshops, & Training S 647813
Studies & Survey Reports S 25571.74
Motor Vehicles _ _ 18 7646415 _
, sub-total  § 432,21859
Local Consultants
Support Costs ©$  5,022.48 , $  437,241.07
Sanitation Maintenance Fund _ _ ) v v N ) $ -
8 Bank Charges ) b v ' ' B $ 348.25



SOUTH TARAWA SANITATION IMPROVEMENT SECTOR PROJECT
LOAN 2795 KIR(SF)/GRANT 0263 KIR(EF)
STATEMENT OF BALANCES
For the Period Ended December 31 2013

Note g
fMPREST ACCOUNT BANK BALANCE s
Bank Reconciliation at 31 December 2013

. L  Acct#943557
Balance per bank statement ... % 6651003

Less: Unprésented Checv;ue:s» N

256124 $ 375.00
256132 $2,096.69
256133 $2,643.36 -
256124 § 316.00 S 5431.05

$§  61,078.98

FIXED ASSETS REGISTER SUMMARY

Fixed Assets procured under the project are treated as expenses. Generally, equipment and furniture
_procurement are classified as Fixed Assets, but in some cases the expense account will either reflect

the name of the equipment bought or 1eﬂect the heading of the expense account fo; which the asset
‘have been bougﬁt : :

“All Fixed Assets will remain the property of the client at the end of the project, and as a requirement

under the project agreement, all Fixed Assets procurement should be recorded.

This record summarizes the expense account under which the Fixed Assets have been bought and is

'supported by an actual Fixed Assets Register also attached to these accounts.

CONSOLIDATED 2013 2012 Cumulative
Equipment Expense (SMEC)* | S 43,312.05 'S - S 43,312.05
Local Consultants {1A) ¢S 449173 S - = 4,491,73
CM Equipment & Tools ** ¢ 557.52 L - L 557.52
E - § 48,361.30 | 8 - 8 48,361.30

* From the total of 843,312.05, one item costing A5154.00 that SMEC bought in June 2013 will be
reimbursed in 2014, and is not reported as an expense in 2013.

** From the total of $557.52, one item costing A5273.00 as bought in August 2013 w;!l he charged in

USD and when reimbursed by ADB in 2014, and re-converted into AUD when charged accordingly to

the books and the FAR. For the purposes of the 2013 FS this expense is not reflected in the reports.

OTHERS 2013 2012 ~ Cumulative

Water Quality Sampling *** . $ 38,306.51 $ - §38,306.51
Moator Vehicles $ 76,464.15 s - S 76464.15
- $114,770.66 ¢ - $ 114,770.66

*** The total costs of the sampling equipment will all be reimbursed in 2014 and are not reported as

2013 expenditure. The costs reflected in this FAR are as bought in AUD at date of purchase and will all

be claimed and reimbursed in USD by AD8, and will then be re-converted again into AUD. It is these
-re-converted costs that will be eventually charged to the books and reflected in the FAR.

9



SOUTH TARAWA SANITATION IMPROVEMENT SECTOR PROJECT
 LOAN 2795 KIR{SF)/GRANT 0263 KIR(EF)
STATEMENT OF EXPENDITURES BY WITHDRAWAL APPLICATION
FOR THE YEAR ENDED DECEMBER 31, 2013

W/A CAPACITY  CONSULTING " SANITATION “torat | muso " Amount Net
Mo. WORKS EQUIPMENT BUILDING ~ SERVICES  MAINTENANCE FUND a5 Equivalent  Reected by ADB Relmbursement
5 0 0 0 $193,159,30 0 $ 193,159.30 - § 199,090.91 0. % 159,000.91
6 0 0 0§ 77,359.87 0 § 7735987 S 7971932 0§ 7971932
7 0 0 0 S 86,005.57 0 S 8600557 $ 8912000 0§ 8912000
8 0 0 0 S 7026.67 0 S 702667 8 730942 0§ 730012
10 0 0 0 S 22,819.20 0 $ 2281920 5 2096134 0% 2096134
11 0 0 0 S 95965.46 0 IS 9596546 S 8621536 0§ 8621536
1 0 0 0 S 7650.30 0 5 7,65030 S 7,129.55 0 S 712055
3 0 0 0 S 43,657.94 0 'S 4365794 5 40,855.12 0 § 40,855.12
14 0 0 0 $224,112.06 0 $ 22411206 5 21511863 0§ 21511853
15 0 0 0 $ 35232.04 0 $ 3523204 § 30,8186 0 $ 3083186
16 0 0 0 $159,956.98 0 $ 150,956.98  $ 151,740.44 0§ 151,740.44
17 0 0 0 S 201177 0 $ 201177 S 2615192 0 $ 2615192
18 Y 0 054115233 L0 $ 4115233 . 5 3903845 05 3902845
19 0. 0 0.5 1389850 0 5 1389850 5 1318457 05 1318457
20 0 0 0 5 74,936.74 0 $ 7493674 S 71,72691 0§ 71,73691
21 Cancelled. 0 0 S - 0 N - S - 0:$ -
22 Cancelled 0 oS -9 5 noS T 0.5 ..
23 0 0 4521025  46597.83° o S 91,30808 S 92,949.45 0 S 9294945
24 0 0 0 $ 1556526 0o s 1556526 S 1420000 0 $ 1420000
25 0 0 0 S 83,696.00 0 "' 83,696.00 0 S 75,062.09 0§ 7506209
Subtotal 0 0 45210.25  1147107.82 0 7$1,192,318.07 | $1,185,352.95 0 $1,185352.95
Withdrawal Applications Pendihg for Submission
B N M
L S SO S
26 "s 2413022 § 2413022 5 21,797.43
27 $ 48,541.26 1§ 4854126 ¢  43,84853
28 $ 2,15447 s 2,15447 5 194619
29 S 42722967 ©§ 4222967 ¢ 3814712
Subtotal 0 0 0 117055.62 0. § 117,055.62 & 105,739.27 0 0
Total 0O 4521025 1264163.439 O 1309373,689 1291092218 0 1185352.95

10



SOUTH TARAWA SANITATION IMPROVEMENT SECTOR PROJECT
LOAN 2795 KIR(SF)/GRANT 0263 KIR(EF)
SMEC'S ADVANCE REPAYMENT SCHEDULE
FOR THE YEAR ENDED DECEMBER 31, 2013

2013 US$
ADB
Advance ° NetPaid  XE rate at value Equivalent Disbursement
WANa., ) WA Value Repayment uss$ Equivalent AS uss date AS ] Date
- P T R
Sep-12 5 September 2012 remunerations 115528.03 870000.00| 823785.63| 115528.03 0.97 112092.85 12/2/2013
Oct~12 5 Octoher 2012 remunerations US$ 119812.88] 36250.00( 833750.00 788615.64 83562.88 0.9702065375 81073.25 12/2/2013
Nov-12 7 November 2012 remnunerations uss 106550 36250.00| 797500.00| 34983.19| 753632.45  70300.00 0.9650535201 67843.26 19/3/13
Dec-12 7 December 2012 remuaerations USS 55070 36250.00| 761250.00( 34983.18} 718649.26, 18820.00 0.9650535201 18162.31 19/3/13
Jan-13 14 January 2013 remunerations US$ 86453.47| 26250.00| 73500000 37765.5| 680883.76] 60203.47 1.0418068191 62720.39  13/6/13
_ Feb-13 14 February 2013 remunerations USS 140582.58| 36250.00| 698750.00| 37765.5{ 643118.26| 104332.58 1.0418068191 108694.39 13/6/13
Mar-13 14 March 2013 remunerations USS 096832.58 36250.00| 662500.00 37765.5] 605352.76 60582.58 10418068191 63115.34 13/6/13
Apr-13 16 April 2013 remunerations USS 86430.44 36250.00| 626250.00| 38212.89] 567139.87 50180.44 1.0541486742 52897.64  30/10/13
May-13 16 May 2013 remunerations USS 90040]  36250.00| 590000.00] 38212.89] 528926.98 53790.00 1.0541486742 56702.66 30/10/13
dun-13 16 june 2013 remunerations USS 84020|  36250.00| 553750.00| 38212.89| 490714.09| 4777000 1.0541486742 50356,68  30/10/13
Jul-13 18 July 2013 remunerations USS 63872.45 ) 36250.00f 517500.00] 38212.89 452?0120 27622.45 1,0541486742 29118.17‘ 30/10/13
Aug-13 18 August 2013 remunerations USS 47666 36250.00f 481250.00] 38212.89| 414288.31 11416.00 1.0541486742 12034.16  30/10/13
Sep-13 %, September 2013 remunerations USS 35470.61| ¢ 35470.61| 445779.39| 39266.72| 375021.59 . ] S 2014
25 September 2013 reimbursables USS 75841.48|  779.39} 445000.00 869.04| 374152.55 75062.09  1.1150236301 83696.00 16/12/13
Oct-13 24 October 2013 remunerations USS 50450 36250.00] 408750.00{ 39735.25| 334417.30 1420000 1.0961448187 1556526 03/12/13
Mov-13 November 2013 reminunerations USS ™ 58616.67| 36250.00] 372500.00{ 40129,52| 294287.78 22366.67 R : 2014
Dec-13 ! Decemher_2013 remu‘nerations‘USS .-30813.03|: - 30813.03| '341686.97| = 33562.7| 260725.08 (¢} ) ‘2014‘ .
S
N ADB
Advance Net Paid XE rate atvalue Equivalent Disbursement
WA No, WA Value Repayment uss$ Equivalent AS uss$ date AS Date
200000.00
Sep-12 & October 2012 remunerations AS 34667.9 8333.33| 191666.67 26334.57 26334.57 15/2/13
_Nov-12 8 Novembgr 2012 remnunerations AS 153860 . 8333.331 183333.34 7026.67 7026.67 21/_3/13
Dec-11 8 December 2012 remunerations AS 7110 ‘ 7110| 17623332  0.00 0.00  21/3/13
Jan-13 15 January 2013 remunerations AS 9200 9200| 167023.34 0.00 0.00 17/6/12
Feb-13 15 February 2013 remunerations AS 28165.1 8690| 158333.34 19475.10 19475.10 17/6/13
Mar-13 15 March 2013 remunerations AS 23090.27 8333.33| 150000.01 15756.94 15756.94 17/6/13
Apr-13 17 April 2013 remunerations AS 10345.1 | 8323.33| 141666.68 201177 201177 31/10/13
May-13 17 May 2013 remunerations AS 2160 2160| 139506.68 0.00 0.00  31/10/13
Jun-13 June 2013 remunerations AS 2160 E = - 2160} ©137346.68 S 000 0.00 2014
June 2013 reimhursables AS 19336.3 : 12346,66| - 125000.02 -+~ 6982.64 - o 6989.64° " 2014
Jul-1377 15 luly 2013 remunerations AS - 2160 P | 2160{ 122840.02 0.00 " 0.00 2014
L . July 2013 reimbursables AS 118815.8] 1k L 6173.33{ 116666.69: © 12642.47"" 11 12622.47 2014
Aug-13 18 August 2013 remunerations AS 2160 2160} 114506.69 0.00 0.00 30/10/13
August 2013 reimbursables AS : 10671.44( ey + 6173.33{ 108333.36 4408.11 - = 4428.1% 2014
Sep-13 18 September 2013 remunerations AS : 2160 . . 2160 106173,36 . 0.00 : . 0.00 2014
25 September 2013 reimbursables AS 3904.44 3904.44| 102268.92 0.00 0.00 16/12/13
Oct-13 24 October 2013 remunerations AS 2061.82 2061.82( 100207.10 0.00 0.00 03/12/13
: o October 2013 reimbursables AS 4 742723} 1 7427.23| 1 92779.87 0.00 = 0.00 2014
" Nov-13 000 November 2013 remunerations AS: L 2160 /2160| . 80519.87 0.00 0,007 2014’
: - November 2013 reimbursables AS '~ 9440,97 7286.5| - 83333.37| " 2154.47 2154.47. 0 2014
Dec-13 .+ " -December 2013 remunerations AS . 206182 i 2061.82| - 81271.55 0.00 S 0,000 202014
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SOUTH TARAWA SANITATION IMPROVEMENT SECTOR PROJECT
LOAN 2795 KIR[SF)/GRANT 0263 KIR(EF)
SMEC'S 2013 OUTSTANDING INVOICES
_ FORTHE YEAR ENDED DECEMBER 31, 2013 ) )
REMUNERATION

International Mational ) Reil‘nb‘urs;hle‘s‘ )
Involce Amount Involce Less: Advance
WA Date WA No. Details Invoice No. uss Amount A$ Repayment Met Payable uss AS us$ AS uss AS
14-Feb-14 26 June 2013 00P 5119003.00P-11A S 1933630 § 12,3656 S 6,989.64 6989.64
July 201300P  5119003.00P-12A . S 1881580 5 617333 § 12,642.47 ) e ) 12642.37
Aug 2013 00P  5115003.00P-13A $ 1057144 § 517333 S 449811 | - o . 4298.11
Sept 2013 Rem  5119003.014A S 2,160.00 § 216000 S -
$ 24,130.22
14-Fed-14 27 June201300P 5119003.00P-11U° §  10,230.24 s s 1023024 | | 10230.24
July 201300 5119003.00P-120 - §  27,328.75 3 S 27,328.75 27328.75
Aug 2013 00P 5119003.00P-13U - § 6,289.54 $ - S 6,289.54 6289.54
Sept 2013 Rem  5119003.014U S 3547061 $ 3547061 S -
$ 4388853 |
Mov 2013 Rem  5119003,01GA $ 216000 $  2,160.00
Dec 2013 Rem  5118003.017A S 206182 § 206182 §
Oct 2013 00P  5115003.00P-154 5 7427.23 & 7A2723 %8 - | = :
Moy 2013 00?  $119003.00P-16A | 5 944097 $ 728650 S 2,154.47 2154.47
Dec 2013 00F  5119003.00P-174 - Estimoted S 451585 § 451585 S .
. $ 215447
Nov 2013 Rem  5110003.016U §  58,616.67 U8 3625000 5 22,366.67 | 12366.67 12000
Dec 2013 Rem  5119003.017U $ 3031803 $ 3031803 35 -
. 0ct201300P  5118003.00P-15U - S 9,010.87 $ - S 9,010.87 . ) | .gow087|
_Mov 201300 5119003,00P-16U © § 6,769.58 $ - S 6,769.58 L ) 6769.58
Dec 2013 00P  5119003.00P-17U - § 4,201.06 | Estimated S 420106 $ (0.00)
$ 38,147.12

Notes to Financial Statements

1. ADB administers the Loan, AusAid, and WFRF grant funding. One local bank account (“Imprest
Account”) to cater for local payments less than $10,000 will be established at ANZ Kiribati. The
account was opened in April 2013 and the account became operational in May 2013.

2. The Loan will be specifically used to fund the main civil works component with shared percentage
funding from the AusAid grant. The Ausaid grant will also be used to fully fund the community
engagement, capacity building and project management costs of the project. The WFPF grant
however will be used specifically to finance the entire sub-core component of the project. Costs are
charged to the loan and respective grants in the respective currency at exchange rates applied by
ADB or using ANZ Kiribati exchange rates where applicable. For reporting purposes to convert other
currencies into AUS, XE Table of Exchange Rates will be used.

3. The Financial Statements are prepared by STSISP under the historical cost convention and in
accordance with the modified cash basis of accounting; expenditures are charged when paid except
when there are:

e Advances (which are given for approved official purposes only) are charged against a
Receivables Account initially, and are charged to expenditure based on advance acquittals with
supporting documents; and

s Payables which will be taken up only for income tax and provident fund liabilities at the time of
payment of salaries from the Imprest Account and are cleared through the settlement of the
liabilities to the respective authorities, on a monthly basis.
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e To follow on from the disclosure made in the 2012 Financial Statements, Withdrawal
Applications 1 and 2 for US$870,000 and A$200,000 respectively, were advance payments to
SMEC international Pty Ltd (Consulting Firm)— under the terms of their contract. The advances
will be offset by the Consulting Firm from their monthly billing in equal installments over a
period of 24 months commencing 4 months after the commencement of their services. For the
purposes of the reports they have been treated as expenditure, as an advance against their fees,
rather than being treated as a “receivable”. A schedule of SMEC’s repayments to pay off the
advance payments is also included as part of these Financial Statements.

4. The reporting currency is in Australian Dollars (AUS).

5. Aschedule of all direct payments made from ADB is also included in the accounts. A direct payment
in USS is translated into AUS based on the exchange rate as indicated in the website (www.xe.com)
on the value date. Disbursements made from the Imprest Account in foreign currencies other than
the Australian dollar, the local ANZ Bank (Kiribati) Ltd exchange rates will be used at value date to
convert those currencies into AUD.

6. This is the second year of operation for the STSISP since the loan and grant agreement signing in
May 2012. The AusAid Grant has been the only source of funding to have been used during 2013 for
the payments of the consultancy services and local support services, and the Financial Statements
includes figures for 2012.
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