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Audit for an impact for the public

INDEPENDENT AUDITOR’S REPORT

To the Readers Of
Kiribati Insurance Corporation Financial Statements

For the year ended 31% December 2019

I have audited the Financial Statements of Kiribati Insurance Corporation (KIC) for the year ended
31° December, 2019 as required under sec 114 (2) of the Constitution, Part VII, Sec 42(4) of the
Public Finances (Control and Audit) 1981 and Sec 22(1) of the Kiribati Audit Act, 2017. The

Financial Statements comprise of the following:

e Statement of Financial Performance
e Statement of Financial Position
e Statement of Cash Flow

s Notes to the Accounts

Qualified Opinion

In my opinion, except for the effects of the matters described in the Basis for Qualified Opinion
section of our report, the accompanying financial statements present fairly, in all material
respects, (or give g true and fair view of) the financial position of the Company as at December
31, 2019, and (of) its financial performance and its cash flows for the year then ended in

accordance with International Financial Reporting Standards (IFRSs).
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Basis for Qualified Opinion:

e There were negative balances for some receivables, which is not a normal case for
receivables. Some of the few significant negative balances include AKL and Coral Ace.

* Furthermore, we note that the negative balances are the result of customers’ prepayments.
However, the correct accounting treatment of these balances is to record them as a Revenue
Received in Advance, and then adjustments will be made against the customers’ account over
the year.

*  We note a variance of $1,746.67 between the record in the database system and the MYOB
system for payroll — wages and salaries. As per reported by KIC, the balances reflected in
MYOB are incorrect, which was caused from posting error by staff. This means that the
variance of $1,746.67 should be correctly adjusted to Salaries and Wages in the General
Ledger (MYOB) and be correctly reflected in the Financial Statement.

¢ No Statement of Changes in Equity included in the Financial Report, as part of the

presentation as per IAS 1.10.
EMPHASIS OF THE MATTER
We would like to draw the attention to the matter described below:

e Receivables in 2019 has drastically increased by $463,394. In 2018, receivables totalled to
$220,961, while in 2019, receivables had increased to $684,355. Hence, we would like to

highlight that there is a drastic increase of receivables account.

| have conducted my audit in accordance with International Standards of Supreme Audit
Institutions {ISSAl}. My responsibilities under those standards are described in the Auditor’s
Responsibilities paragraph of my report. | am independent of the Corporation in accordance with
the Ethical requirements that are relevant to my audit of the financial statements of the

Corporation and | have fulfilled my other responsibilities in accordance with these requirements.
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I believe that the audit evidence obtained is sufficient and appropriate to provide a basis for our

gualified opinion.

Board’s and Management’s responsibilities for the Financial Statements.

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with IFRS, and for such internal control as management determines is necessary
to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting

process.
Auditor’s responsibilities for the audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion as required under the Public Finance {Control and
Audit) Ordinance 1976 and Kiribati Audit Act 2017. Reasonable assurance is a high level of
assurance but is not guarantee that an audit conducted in accordance with ISA/ISSAI will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material, if individually or in the aggregate, they could reasonably be expected to

influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs & ISSAI, we exercise professional judgment and

maintain professional skepticism throughout the audit. We also:
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. Identify and assess the risks of material misstatement of the financial statements, 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 for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,

misrepresentations, or the override of internal control.

. Obtain an understanding of internal control 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 Company’s internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by management.

. Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or condi';ions that may cast significant doubt on the Company’s
ability to continue as a going concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditor’'s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Qur
conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Commission to cease to continue as a

going concern.

. Evaluate the overall presentation, structure, and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying

transactions and events in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant

deficiencies in internal control that we identify during our audit.
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We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,

and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the financial statements of the current
period and are therefore the key audit matters. We describe these matters in our auditor’s report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not he communicated in our report because
the adverse consequences of doing so would reasonably be expected to outweigh the public

interest benefits of such communication.

Report on other Legal and Regulatory Requirements

KIC lodged its Financial Statement an 28 February 2020 therefore indicating KIC's compliance to

Section 20 of the SOE Act 2013.
Independence

Section 114 (4) of the Kiribati Constitution stipulates that the Auditor General shall not be subject

to the direction or control of any other person or authaority.

Other than the audit, we have no relationship with or interest in KIC.

Date:28/04/2021

Mr. Eriati Tauma Manaima

Auditor General
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2.5 KIC Acconnt Consclidation

There are four cost centers of KIC known as Tarawa General, Tarawa Life, Xmas General and
Xmas Life. In past years the account reports started off with detailed accounts of the four
sectors but in recent years, following the suggestion from the PAC, the four accounts have
been consolidated and appear as the first tables in the annual report. It is possible to show
detailed revenue account for the different classes of insurance however this is difficult for
the expenses which are often grouped under Tarawa General. There is no way the
expenditures for each class of policy can be separately shown, and this why it is only possible
to show a profit and loss statement, a balance sheet, and a cash flow statement for the entire
company. '

2.6 IBD and Ofshore investment

The number of KIC IBDs is now 7 accounts (down from more than 20 {BDs in the past) with
total balance of over $4 million. This year KIC opened another new offshore investment on
Mortgage income fund account with Equity Trustees in Australia with an opening capital
balance of $1.5 million. The offshore investment was made after the KIC Investment policy
was finalized— however the funds are all invested in equities because Equity Trustees is
specialized in equities, not in bonds.

2.7 Life Contribution to General account
10% of the life premium is transferred to the general insurance business to cover the
operational costs.
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3. HIGHLIGHTS OF 2019 ACCOUNT

3.1 Profitability

As shown in the Profit and Loss account, the operating profit (before PPI} of the Corporation
in 2019 is $503,934 compared to last year’s profit of $709,376.

3.2 Total Income
The total Net premium Income at the end of the year is $1.9 million compared to a $2.0
million last year. This is $184k or 90.29% decrease compared to last year’s actual. The
decrease relates to number of reinsurance ceded payments during the year.

3.3 Total Operating expense
Total operating expenses for the year of $1,039,542 is higher by $115,507 or 12.5% compared
to last year of $924,035. The increase in expenses relates to the increase of staff expensei.e.
salaries, administrative and fees and Travelling & Transport expenses.

3.4 Total Claims paid
The life claims paid in the year is $788,104 or 26.99% higher than the previous year’s total
claim $620,599.
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