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KIRIBATI AUDIT OFFICE

Tell: (686)75021118
Tel2:  (686)75021335
Email: support@kao.gov.ki

P.O BOX 63
Bairiki, Tarawa
Kiribati

Audit for an impact for the public

Independent Auditor’s Report

To the readers of
South Tarawa Sanitation Improvement Sector Project
Financial statements for the year ended 31 December 2017

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, 2017, and for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Management’s Responsibility

Management (Executing Agency) is responsible for the preparation and fair presentation of these financial
statements in accordance with Cash Basis IPSAS “Financial Reporting under the Cash Basis of Accounting”
described on Page 6, and for such internal control as management determines necessary to enable the
preparation of the Financial Statements 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, plan and perform the audit to obtain reasonable assurance that the
Financial Statements are free from material misstatement. Our audit includes testing of controls, examining,
on a test basis, evidence supporting the amounts and disclosures in the Financial Statements. Our audit also
includes the evaluation of the appropriateness of accounting policies used, the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the Projects Financial
Statements.

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

The Project 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 Basis Accounting which recognizes cash when received and expenses when paid, rather
than when incurred.

Unqualified Opinion

In my opinion, the STSISP’s Financial Statements and appended notes, present fairly in all material respects,
the Cash Receipts and Disbursements of the Project for the year ended December 31, 2017 in accordance
with the Cash Basis of Accounting described on Page 6; and that Expenditures have been applied to the
purposes intended for in the Grant agreements and within the project’s budget.



In addition;

With respect to Statements of Expenditure, adequate supporting documents have been maintained
to support claims to the Donors for reimbursements of expenditure incurred; and which expenditure
are eligible for financing under Loan Agreement No. 2795 KIR (F)/Grant Agreement No. 0263 KIR (EF).

The Imprest Accounts give a true and fair view of the receipts collected and payments made during
the year ended 31 December 2017; and these receipts and payments support Imprest Account
replenishments during the year.

gth July, 2018

Mrs. Matereta B Raiman
Auditor General.
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SOUTH TARAWA SANITATION
IMPROVEMENT SECTOR PROJECT

Funded by:

Asian Development Bank (ADB)
Government of Australia (GoA)
Water Financing Partnership Facility (WFPF)
Government of the Republic of Kiribati (GoK)
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SOUTH TARAWA SANITATION IMPROVEMENT SECTOR PROJECT

The Financial Reports for the project for its Sixth year of implementation ending 31 December 2017 are
being presented for auditing.

In compliance with the project agreements the audit report is required to be submitted to the donor
partners by 30 June 2018, 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.

(i) (XAS

7

Benjamin Tokataake Atanteora Beiatau
Secretary for Ministry of Infrastructure and Sustainable Energy Manager, KFSU

Date: 8 June 2017
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STATEMENT OF CASH RECEIPTS AND PAYMENTS (AUS) (1)

FOR THE YEAR ENDED 31 DECEMBER 2017

Account Description
CASH RECEIPTS
1. Loan 2795
Direct Payments
Imprest Fund
Total

2. Grant 0263
Direct Payments
Imprest Fund
Total

3. Grant 0387
Direct Payments
Imprest Fund
Total

4. Grant 0502
Direct Payments
Imprest Fund
Total

TOTAL CASH RECEIPTS
Direct Payments
Imprest Fund

Grand Total

CASH PAYMENTS
As per attached schedule

CASH RECEIPTS LESS CASH PAYMENTS
IMPRESTS

VAT RECEIVABLE

NET CHANGE IN CASH

PAYABLES

ADD OPENING CASH BALANCE AS AT 1 JANUARY

CLOSING CASH BALANCE AS AT 31 DECEMBER

Notes

1,2
1,2

12

2017 2016 Cumulative
2,624,984.15 1,206,065.95 6,145,000.50
2,624,984.15 1,206,065.95 6,149,000.50
2,713,541.46 2,646,376.33 12,559,665.22

64,166.23 104,148.58 654,155.28
2,777,707.69 2,750,524.91 13,213,820.50

85,977.04 58,228.78 213,194.19

28,140.73 - 94,140.73

114,117.77 58,228.78 307,334.92
3,693,714.18 - 3,693,714.18
3,693,714.18 3,693,714.18
9,118,216.83 3,910,671.06 22,615,574.09

92,306.96 104,148.58 748,296.01
9,210,523.79 4,014,819.64 23,363,870.10
9,266,623.90 4,097,123.67 14,161,046.22

56,100.11 - 82,304.03 9,202,823.88

58.06 168.17 432.83
56,158.17 - 82,472.20 9,202,391.05
8,074.68 74,397.52 -
64,232.85 - 8,074.68 9,202,391.05
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STATEMENT OF CASH RECEIPTS AND PAYMENTS (AUS) (2)

FOR THE YEAR ENDED 31 DECEMBER 2017

CASH PAYMENTS

Civil Works
Preliminary and General
Construction
Resettlement Cost
Land Acquisition

Plant and Equipment
Pipes, Valves and Manholes
Pumps
Plant and Machinery
Vehicles

Capacity Building
Community Awareness
Training

Consulting Services
International Consultants
National Consultants
Consulting Support Cost
Sanitation and Maintenance Fund
Loan Interest Charge
Other Payments/Bank Charges
Foreign Exchange Gains/Losses
TOTAL CASH PAYMENTS

Notes
3

2017 2016 Cumulative
7,668,915 2,462,727 14,942,142
7,668,915 2,462,727 14,942,142
85,977 - 99,917
53,450 - 53,450
32,527 - 46,467
58,314 57,781 362,659
58,314 57,781 352,107
- - 10,552
1,414,218 1,550,710 7,948,643.49
969,105 1,093,822 5,094,611
231,131 215,802 1,357,510
213,982 241,087 1,496,522
38,409 23,957 71,276
791 1,949 4,859
- . (70)
9,266,623.90 4,097,124 23,429,427
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Government of Kiribati
Financial Statements for the South Tarawa Sanitation Improvement Sector Project
(ADB Loan No. 2795 KIR (SF)/Grant Nos. 0263 KiR ({£F}, G387 KIR (EF) AND 0502 KIR (SF)
For the Year Ended 31 December 2017

Statement of Accounting Policies and Notes

1. Accounting Policies

Basis of Preparation

The financial statements of the project have been prepared in accordance with the
requirement of the Public Finance (Control & Audit) Act, which includes the requirement to
comply with generally accepted accounting practice.

The financial statements have been prepared in accordance with Cash Basis IPSAS “Financial
Reporting under the Cash Basis of Accounting”.

In previous years, financial statements were prepared largely in accordance with the cash
basis of accounting, but with certain modifications. There have been no other changes in
accounting policies during the financial year.

Reporting Entity

These financial statements are prepared specifically for a project that is managed by the
Ministry of Infrastructure and Sustainable Energy (MISE) formally knowns as Ministry of
Public Works and Utilities (MPWU). MISE forms part of the Government of Kiribati (GoK).
The project is funded through one loan and three grants, as follows:

{i) ADB —loan of Special Drawing Rights (SDR) 4.7 million (with originally estimated
equivalent of AUS 7.21 million); established through a Financing Agreement dated 3
May 2012;

(i) GoA—grant of USS 13.95 million {with originally estimated equivalent of AUS 13.31
million); established through a Financing Agreement dated 3 May 2012;

(iii) WFPF —grant of US$ 0.61 million (with originally estimated equivalent of AUS 0.58
million); established through a Financing Agreement dated October 2014.

(iv) ADB - Grant of US$ 2.8 million (with originally estimated equivalent of AU$3.74
million); for the purposes of financing cost overrun under the Project

ADB administers all the above funding.

In addition, GoK provides an estimated centribution of USS 0.97 million (with originally
estimated equivalent of AUS 0.93 million). 10% of the GoK funding is provided as a
contribution to the establishment of the Sanitation Maintenance Fund and is reported as
part of these financial statements. The balance of the GoK funding covers tax revenue
offsets and does not form part of the core funding of the project upon which these financial
statements are based.

The objective of the project is to improve the sanitation infrastructure, improve access to
sanitation facilities for the general population of South Tarawa, and to engage with the
communities in order to improve sanitation and hygiene practices. A Sewerage Maintenance
Fund is to be set up to fund the future operations and maintenance of the sewerage
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systems. There is also a capacity building component to strengthen the capacity of the Public
Utilities Board, the owner and operator of the sewerage system, and the MISE.

The financing agreements identified the following categories of expenditure:

(i) Civil Works

(ii) Plant and Equipment

(ili) Capacity Building

{iv) Consulting Services

{v) Sanitation and Maintenance Fund
(vi) Loan Interest Charge

(vii) Other Payments/Bank Charges

The allocation of expenditure is managed in accordance with the above structure.

The ADB loan will be used specifically to fund the main civil works component with shared
percentage funding from the GoA grant. The GoA grant will also be used to fully fund the
community engagement, capacity building and project management costs of the project. The
WEFPF grant will be used specifically to finance the entire sub-core component of the project.

The Project is implemented by MISE under the overall policy guidance and strategic direction
of the National Infrastructure Development Steering Committee, and is coordinated and
monitored by the Project Monitoring Steering Committee. There is a Technical
Adviser/Auditor based within the MISE, to oversee and coordinate the overall implementation
of the project and provide project management support to the project. Fiduciary support to
the project is provided through the Kiribati Fiduciary Services Unit (KFSU), which is established
under the Ministry of Finance and Economic Development (MFED).

The project officially commenced in May 2012, being the date of the signing of the loan and
first grant agreements. The closure date of the project is currently set as 31 December 2019.

Accounting Period

[PSAS cash accounting standards require that general purpose financial statements be
prepared at least annually (IPSAS cash para 1.4.1). These financial statements cover the
fiscal year 2017. The balance of undrawn financing as at 31 December 2017 is as follows:

ADB G0502 Funding - Fully utilized during the year
GoA USS 3,241,206, which is approximately AUS 4.15 million
WFPF USS 428,223, which is approximately AUS 0.55 million
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Currency
Reporting Currency

The reporting currency is Australian Dollars (AUS).

Foreign Currency

In-country payments made in foreign currencies and reported in these financial
statements have been converted to AUS by the ANZ Bank at the applicable rate as of the
date of transaction. Direct Payments made in foreign currencies and reported in these
financial statements have been converted to AUS based on the exchange rate as per
www.xe.com as of the transaction value date.

The in-country fund receipts transferred from ADB were all in AUS. Withdrawals from the
loan and grants are charged against the financing, in the respective financing currency,
based on exchange rates applied by ADB.

Cash and Cash Equivalents

Cash equivalents are short-term, highly liquid investments that are readily convertible to
known amounts of cash, which are subject to an insignificant risk of changes in value.

Direct Payments made by ADB

GoK also benefits from payments made directly by the ADB. These payments do not
constitute in-country cash receipts and payments of GoK, but do benefit GoK. They are
disclosed as Direct Payments in the Statement of Cash Receipts and Payments, and in these
Notes.

2. Cash Receipts

Details of the cash receipts, for each of the ADB, GoA and WFPF financing, are given in the
tables on the following pages.

There are two Imprest Accounts — one each for the GoA and WFPF financing. These are the
locally-managed accounts; funds are transferred from ADB periodically, from which
payments are made. Direct Payments are made by ADB directly to the supplier/consultant,
based on the official request of the authorized signatories of the project.

GoK receives the funds into the Imprest Accounts, which are managed by MISE/KFSU, with
signatories as agreed by GoK. Under this arrangement MISE carries out the implementation
of the project, and KFSU makes payments on their behalf after appropriate authorization
and documentation provided by MISE.
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Government of Kiribati
Financial Statements for the South Tarawa Sanitation Improvement Sector Project
(ADB Loan No. 2795 KIR (SF)/Grant Nos. 0263 KIR (EF), 0387 KIR (EF) AND 0502 KIR (SF)
For the Year Ended 31 December 2017

3. Cash Payments

The summary of payments is given in the Statement of Cash Receipts and Payments, and is
further detailed in the table on the following page.

4, Cash Balance

The closing cash balance in these financial statements is reconciled with the balances in the
Imprest Accounts as at 31 December 2017. The closing cash balance is summarized in the
table below.

Imprest 1 2017
Balance as per bank statement 674.49
Plus Uncleared Deposit 3,260.63
i 3,935.12
Less: Outstanding cheques 71,548.11
Balance as per Cash Book -  67,612.99
Imprest 2
Balance as per bank statement 3378.14
Add: Uncleared Deposits -
3,378.14
Less: Outstanding cheques =
Balance as per Cash Book 3,378.14
Total Cash Balance (64,234.85)

The overdrawn cash balance as per the books relates to uncleared cheques under Imprest 1;
these will be cleared in 2018 upon receipt of the replenishment claim.
5. Employee Entitlements

No provision is required for employee entitlements.

6. Budget

The approved budget is developed on the same accounting basis (cash basis), same
classification basis, and for the same period during which withdrawals from the grant
accounts are made as for the financial statements. It encompasses the same entities as the
financial statements.

The lifetime budget in AUS as per these financial statements is as per the USS$ budget agreed
with ADB by MCTTD, at an estimated average exchange rate of 1 USS = 1.25 AUS. The
remaining budget available is expected to be utilised over the remaining period of the
project, taking account of the closure date. The lifetime budget is monitored against the
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Government of Kiribati
Financial Statements for the South Tarawa Sanitation Improvement Sector Project
(ADB Loan No. 2795 KIR (SF)/Grant Nos. 0263 KIR (EF), 3387 KIR (EF) AND 0502 KIR (SF)
For the Year Ended 31 December 2017

likely amount of AUS to be generated from the SDR/USS grants, to ensure that the grants

are not over-committed.

No annual budget was developed for 2016 and 2017; it is expected that an annual budget
will be developed for 2018, taking accouint of the closure date.
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Government of Kiribati

Financial Statements for the South Tarawa Sanitation Improvement Sector Project
(ADB Loan No. 2795 KIR (SF)/Grant Nos. 0263 KIR (EF), 0387 KIR (EF) AND 0502 KIR (SF)

For the Year Ended 31 December 2017

CASH PAYMENTS SUMMARY

Civil Works

Construction

Plant and Equipment

Capacity Building
Community Awareness
Training
Consulting Services

International Consultants

National Consultants

Consulting Support Cost
International Per Diem & Allowances
International Air Travel
Misc Travel Expenses
Land Transport & Vehicle Hire
Housing Allowance
Equipment {Office Equip/Furn)
Office Operations
Communications
4C09USS$ * Rep prep, prod, & transn
4C10US$ - OM costs
Seminars, Workshops, & Training
Studies & Survey reports
Motor Vehicles
Pipes, Value and Manholes
Local Consultants Support Costs

Sanitation and Maintenance Fund
Loan Interest Charge
Other Payments/Bank Charges

Foreign Exchange Gains/Losses

TOTAL CASH PAYMENTS

2017 2016 Cumulative
7,668,915 2,462,727 14,942,142
7,668,915 2,462,727 14,942,142
58,314 57,781 362,659
58,314 57,781 352,107
- - 10,552
1,500,195 1,550,710 8,048,561
969,105 1,093,822 5,094,611
231,131 215,802 1,357,510.08
53,790 66,871 394,011
33,244 28,595 209,286
4,495 5,319 25,311
29,488 42,435 202,774
27,400 28,200 126,980
5,090 3,147 58,218
16,082 11,456 61,994
7,645 10,520 52,574
- - 6,896
- 38,838
24,838 14,258 83,900
1,156 548 130,790
32,527 13,940 122,931
53,450 = 53,450
10,754 9,798 28,486
38,409 23,957 71,276
791 1,949 4,859
= - (70)
9,266,624 4,097,124 23,429,427
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Government of Kiribati
Financial Statements for the South Tarawa Sanitation Improvement Sector Project
(ADB Loan No. 2795 KIR (SF)/Grant Nos. 0263 KIR (EF), 0387 KIR (EF) AND 0502 KIR (SF)
For the Year Ended 31 December 2017

7. Commitments

The outstanding (unpaid) contract commitments, as at 31 December 2017 is AUS 343,551.04
(2016 AUS2,069,688.28) as follows:

2017 2016
Construction 275,486.22 1,774,811.49
International Consultants 41,253.88 65,558.66
National Consultants 26,810.89 24,746.69
Equipment 204,571.44
Total 343,551.04 2,069,688.28

All commitments are due within one year. Commitments for contracts in currencies other than AUS
have been converted to AUS using the exchange rate as at 31 December 2017.

8. Imprests
As at 31 December 2017, there were no unretired imprests (2016 — NIL).
9. Property, Plant & Equipment

Payments for Property Plant & Equipment (PPE) are charged fully as disbursements under the
respective Component, and included in the Statement of Cash Receipts and Payments, at cost; these
are recorded in a PPE Register, for the purposes of inventory control. The PPE Register is shown on
the following pages.

There are two PPE items purchased during the year and no depreciation is being charged.
Related Parties

There were no related party transactions during the year.

The ultimate owner of the project is GoK, as set out in the Grant Agreements.

10. Creditors

(i) Income tax and provident fund contributions are recorded in the books at the time of payment
of salaries. In previous years financial statements, the payable amount at 31 December had
been included as expenses, with the payable amount also shown. In these financial statements,
the income tax and provident fund payable amounts at 31 December 2017 are not included.
The payable amounts at 31 December are as follows:

2017 2016
Income tax 86.08 1,077.62
Provident fund } 118.85 679.56
Total | 204.93 1,757.18

(i) There was a total amount of AUS 204.93 for 2017 invoices, which were paid in 2018.
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