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Audit for an impact for the public

INDEPENDENT AUDITOR’S REPORT

To the Readers of
Kiribati National Shipping Line Ltd Financial Statements
For the years ended 31 December 2018 & 2019

I 'have audited the Financial Statements of Kiribati National Shipping Line Ltd (KNSL) for the years
ended 31% December 2018 & 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

e Notes to the Accounts

Disclaimer of Opinion

I do not express an opinion on the accompanying financial statements of the Company. Because of
the significance of the matters described in the Basis for Disclaimer of Opinion section of our report,
we have not been able to obtain sufficient appropriate audit evidence to provide a basis for an

audit opinion on these financial statements.



Basis for Disclaimer Opinion:
1. BROUGHT FORWARD BALANCES FROM FY 2017 — DISCLAIMER AUDIT REPORT

e We note that the opening balances of the 2018 financial accounts were taken from the closing
balances of the 2017 financial account, which we have confirmed to have significant variances,

hence the balances were inaccurate and not reliable.

2. CASH AND CASH EQUIVALENT 2018/2019

e Bank Reconciliation was not reviewed, signed, and apbroved by the Management and senior
accountant for the years 2018 and 2019.
® We note variances between the GL 31/12/19 and Accounting Premier on the B/Reconciliation.

Refer to Table 1.1 &1.2 for further details.

Table 1.1: 2019 Cash & Cash Equivalents

Date GL 2019 Accounting Premier amtl9 | GL19 VS  Accounting Premier

on B/Reconciliation B/reconciliation.

31/01/2019 | 48,137.69 | 48,285.49 147.80

31/07/2019 | 16,122.47 | 15,742.47 380.00

31/12/2019 | 57,485.79 | 59,108.08 1,622.29

Table 1.2: 2018 Cash & Cash Equivalents

Date GL2018 Accounting Premier amtl9 | Var between GL18 and Accounting
on B/Reconciliation Premier amt18 on B/Reconciliation

28/02/18 |9,169.68 10,094.88 20

31/03/18 | 49,593.31 | 100,239.42 >45.61

30/04/18 | 28,400.92 | 27,462.12 80

31/05/18 | 42,647.45 |41,708.65

30/06/18 | 9,543.06 10,445.44 38

30/11/18 | 248,619.14 | 249,614.83 737.00

31/12/18 | 102,286.13 | 104,930.17 2644.04
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The bank confirmation was not available for audit purposes,

. CHARTER DIVERSION

No supporting documents for invoice number: 0000252 (FY 2018) under the Charter Diversion.

. RECEIVABLES

We note a variance of $43,788.17 when comparing the Financial Statement and General Ledger
for FY 2018, which raised doubts on substantiating the balance of receivables as per reported in

- Financial Statements 2019.

FIXED ASSETS

The Fixed Assets Register (FAR)} was not maintained,
The physicat counting of KNSL assets was not done at the end of each fiscal year.
There was no evidence to prove the handing over of LC Linnix from the Government to KNSL.

There was no documentation on the disposal of vessels as per reflectad In the FS 2018 valued to
$1,602,900.00.

The below receipt numbers on the sale of FA in 2018 were not provided for audit verification and

check:
1. 7/6/18 0349 Choy F 1,500.00
2. 27/7/18 0427 lehnR 80.00

There was a variance of -343,600 when comparing the Fixed Assets Schedule (additions). against

the Cash outflow from Invasting Activities in the Statement of Cash Flow 2018,

. EXPENDITURES

The Local Purchase Order (LPO} was nct used when ordering goods or services, which could lead
to uncontroiled purchases.

There was no strong verification process for rations from the Accounts Department, to verify the
Chief Cook’s report before processing payment for further ration. Given that rations are sensitive
items that can easily be stolen, it is important to have a well-established control in place such as

a verified report.

| Pagua



® The following payment vouchers with a total value of $5,832.10 were missing from the PV box

file, and still could not be provided;

Date PV # Amount
1. 12/18/19 739/19 3,791.80
2. 11/19/13 662/19 2,040.30

7. EXCEPTIONAL ITEMS
* Due to unreadily availability of documentation, we were unable to verify and substantiate the
amount of $194k reported as a Provision for Doubtful Debts in the Exceptional ltems 2019,

® Furthermore, we were still unsatisfied with the correct presentation of such account item, given
that Provisions to Doubtful Debts are often reported directly underneath the Debtors account in

the Balance Sheet,

8. HISTORICAL BALANCING

* We were unable to substantiate and verify the balance of $28,835.52 in the Historical balancing

account, given the documentation were not readily available.

9. PRIOR PERIOD ITEMS

® We could not verify the following JVs in the Prior Period Items due to untimely availability of

required documentation:

- JV90/18 1/31/18 Trade debtors posting $389,847.04
- WV90/18 “ “ $12,955.67
- W 133/18  12/31/18 Mis posting of PNO 1/18 $47,078.05

10. STATEMENT OF CHANGES N EQUITY

* No Statement of Changes in Equity was provided as part of the KNSLU’s submission of accounts,

therefore the set of financial statements submitted was incomplete.
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Responsibilities of Management and Those Charged with Governance 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 hecessary 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 liguidate 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 responsibility is to conduct an audit of the Company’s financial statements in accordance with
International Standards on Auditing and to issue an auditor’s report. However, because of the
matters described in the Basis for Disclaimer of Opinion section of our report, we were not able to
obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on these

financial statements,

We are independent of the Company in accordance with the ethical requirements that are relevant
to our audit of the financial statements in Kiribati, and we have fulfilled our other ethical

responsibilities in accordance with these requirements.
Report on other Legal and Regulatory Requirements

KNSL lodged its Financial Statements on 19" August 2020, therefore indicating KNSL's incompliance
to Section 20 of the SOE Act 2013.
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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 authority.

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

..................................... - ’ . Date:28/04/2021

Mr. Eriati Ta

a Manaima

Auditor General
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KiRIﬁAT? NATIONAL SHIPPING LINE LiMiTeD

HEADCHFRICE : BRANCH OFRICE
Batis, Targwa Runion, Kintimaty
.0, B AEs .0, Box 1603
Rantblicof Lirbat - .- Republic of Kirbati
Yok #6886 75 ‘L%iﬁﬁ ! 75136185 ‘ F b +638 73@671{}6

% wowskastoom K25; enqwsy@kaa cormki 8% Kirbat Shipping
F’i@m ﬁd&meﬁw rforfe&;ionderrcé i ffaa anaf Exocutive oot
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The Auditor General

Kivibatl Natiomal Audit Office
Bairiii '

Tarawa

ResrSir/Madam,

Ewrite 1o kindly reguest Yor your audstmg $Chﬁ:{iuf@ for KNS f:\cmum for our plarming
purpose. Please find altached the copy ﬁf the Annust R@m;rt for a&;&s-mm ' ‘

Your kind assistance and mutugl t’w’i:mpwt is mueh appmmmads m«mg forveard to hearing
from your good office.

Ko rabwa

Kauamreiitimake
For Chiet Bxeutive Officer
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Semving the Poarle with safe and aifordnble shioaing
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REVENUE P
Core Operations Revenue
Non-Core Reverius |
Government Grant -

2311075

2,520,789 |
74,401 |
136,000 '

{565,585)

4,714y
(36,000)
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~ (80,428)
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Care Personnet!
1Core Operating:

3 80,765

994,938
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149,718,

(89,100)
{118,013}
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78951

(289.603)

Exceptional ltezmss&

e:m:a? 608)

(801 478)(

843,872 |
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NET PROFITHLOGSE. .. .

(785,108)]

1.049.377)




Kiribas Netional Shipping Lea

140,025

Profit & Loks Account
Vogr Eﬁ%ﬁii{% 3’%%&@% . et e
_ Neins-i 2B - | 2019 fMovement
BEVENUE ' c t
Core Operalions R . _ :
Pax Fare Oul 86,307 | 96278 | . /W7,
Pax Fare I 48,575 | 56,708 {24,264)
Cargo Fralght O 816,048 1 844387 (1B5325)
Fraezer Freight Out R34E | 3,348
Frasyes Freight in S 323 ' 223
K&HL, Ximas-Branah Daposit 158550 142,848 12,708
Carge Fraight in ' 36, 990 14,849 21,883
Cargy Handing Qut: 98,823 82,416 - 7,797
Cergo Handling In 8,518 7.8y 1891 |
Copra Fraight 1 185,580 264.923 (849,363
Copra Handling in 33343 7 36,014 (2871}
Crarter/Divarsion 1,084,581 - 944,495 13? 986
Other Commissions. .0 §
Offioading Heavy Bquipient 5,100 664 |
Total Gore ﬁ;}ev&teorw Reveiie - B g_f;%jggm :
Hon Core Revenue , o
Vahicle His &831 {283
Rental Contalhers Others 6,088 1,800 | 4,558 |
Rertal Office ‘ _ 22608 | 7,045 ¢ {15,042
Corvission for refund 1637 § 8226 (4,588}
Rental Flaciricity Charges 2390 2482 (82
Warehouse Hales ey o Tey {4.317%
Dogument Fea 2IFEL 0 BEE 182
Tools Box Sales Ray. ; 2B - {28")
Cthar Rev - a201 | 110811 (8,880}
Asset Bules 1,940 | 1,8¢0 350
Forg for Life raft ‘ 3,080 : 3080
Floating FrelahifFreight Out 202 AR
Canteen Collectlon . fpeaw | 13,636 -
Total Non-Gore Revente BORER T iAA0T M{i"“ 44
Governineni SrantSibsidy
Gov't Subsidy .
GEQ Salary and Allowances . 436000 _(98,000)
Totsl Government t&mt L A ‘éi}ﬂ.%@ﬂ 'ﬁ%&f’iﬁﬁﬂﬂ o A9B000)
mmv”“ﬁuﬁ T RaAD. eS| BBa1,100| . (96.599)
EAPENGES , & .
Gore Personngl Costs - ' ‘ : 3
Vinges & Selofies o PANOBT | BOZABY ¢ {128510)
KPF Subsidy B39 E30M L 11.308)
Overtime ' 78,823 78,823
Leave Crant 2800 | 78,175 | (34, 326)
Sea Golng Alliowance/Shift Allowances 30,201 98281 (@087R)
Adfownces (Shoredbased) Barel 14,381 B.955 .
Leave Commutation 990§ : A28}
Housing Subsidy - 586 4 736 )
CEO Safary L reona o FA8rY 1,667
[Fotal Gore Parsdunel ﬁ%ﬁ;&% uBa TR wongsz (99,106
eore Opesating Bxpenaes _ o =
Port Charges - 28232 I 1,406
Burvey Charges 3361 82 186
Fual & Of it B 73? 306 2630971 (93,520’3
Victualiing/Retion, ' HE.512 Aied2e | 13913
Repairs & Malnt on Véssels. &7,797 (62,228)
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Profit & Logs Account
e P BB NI, 2048 . N ,
o Mol . 2019 2018 | Movement
F%@wfrﬁ&kﬂamt M&ﬁﬁr V@h@aﬁa& - ‘ 3,385 8838 | 2254
Stevadoring . 57 ot 66,020 | 8,989 1
Cargo Clair - 743 11453 0,390
Spare Paris 45,908 87127 43,807
Repair and Mﬁsﬂi@na&a Otfios 18,380 | 17,982 (418}
Hire 15,243 | £13,080)
Fuet for staff zréznamrt 2,329 £7.094)
LS Asaiobs. Cantaan 1,414 f‘l 1.414)
Cargo Freight Out Rafund 45,881 (24, %’?;
Cargo Froight in Refund 878 @rd
Bea fare Refund, 21,824 ) @1, 920)
Total Gore %&fﬁn&wﬁmm@a 1042078 | 4,124,000 ﬁ'&wﬂm
Now Core-Operating Expenses R N
Cleaning Supplies - ¢ . o AFA - ’Mﬁﬁ)e
Panting & Setionery 8 B, 184 1,392
| Tetatom LigencafCOK . 92 2,864 1,848 {
Beourity Charges i ETOT | 4,560 | 1,882
Board Rafrashment 388 | 3,082 | ~ (489)
1Board Allowsndes 24,810 { 14,100 £7,620)
Local Travel ! 1,088 | 18,564 10,797
Houging Subsidy ORY ¢ 78 - {295)
BPA Charges- 3418
PUB Eleqiricity 2,184
PUSB-Fresh Water {4228}
Lawyer's Fes _ 10
Computer Supplies & Repairs 1,901
Teletom Charges {2683}
Tolt FareRegisiration Fee 4687
Training-& Beveloprhent (EFEY
Wanagement Enteciainment {7891
Bank & Cheques Cherges (1:0486)
Puty Allowanes (5,680
Anmml Ragn%i’ratmn fea (Vasseh {4,687
Fens . i 14, %596 -
g4 | (paaan)
? 7T
Loss on Prier Perdod Hems 1 (148490 (B4280D 19410
Loss on Sale of Fixed Assel _ . (A 1,080
Provision for Doulitid Debts - ' B (184, 1158) £195,118)
Logs on Disposal of Pixid Asses - LG ﬁut rrigrd Z {881,595) Ba1 598
Insurance Claim - 10 Linnix : : 2 18,788 | (V19788
| Adjustment to Prior Year Deprciation ) 92‘&)98 {92,008)
thoome Tax Eiaémﬁm : {15,000 {(15,000)
Revenue b 2047 e i : | : 1 3;1 {112,080
mm.. d“v:uga mm & EX ToRE 1 . {90 1}%_ . 's&:ﬁ“‘“ ‘)
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As at 314202019

| Notes 2019 2018 Niovement

Suivent Assets: ’ P - ‘
Cash & Cash Egulvalent 58,886 107,040 (48,054)
Trade Recsivables i 508,442 419,682 88,760
Frovision for Doubtful Dabls. v {194, 118) _ _ ' .
Other Current Assets e 13958 10489 3480
| Totut Current Assets L asTert| . 837191 44,198
Lg6e Current mamtxes B A - 77> 1 )
l%ﬁ!wkimg Capital | A 189868 62,873

Fixed Assefs i L mw,zsa! 4542079 ] _1653,818)
%ma Worth 1 040 | 4,702,048 | (600,993}
me%nwd k:y _
Shareholders’ Equity: e _— L
Retained Earpings 4,702,048 5,781,425 | (1,049,377)
Current Year Eamings . {?95 ‘EQ&) (1,049,377 284,269
Total &harah" ders’ Faui | iy 4,702,048 | (795,108)
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‘% st d LApa ReSwrr v a g el AR R XY WA
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Balance Sheat - Detall
o Asat 3019

2018

Cash & Cash Eguivaient
Petty Cash imprest

Cash at Bank

MIFED VAT Deduction _

" {notes] 2018

57,486

1m0 |

4 500
104 930
810

Movement,

(47 444)
' (610)

107,040

Recevabies
|Trade Debtors
1,ess Prov, for wwmtm E}'&E&'&%

Total Cagh & Rﬁ% Eﬂ;ui\@;&%ﬁt

508,442
{194,116

TEE8EB |

- 419,682

fd8,054)

(194,1%5)

Total Receivables

RSN

Ea

(105,255)

‘ cheﬁ’ Cuirrent Awm
Btaff Imprest

Master mprest
Sundry Debinis

5,502 |
1,780 |
6,666 |

7,079

5,502 |
{200)
3y

Total Other %rmm Msméa o

TARSEE T

1,469 |

3,489

[Total Current Mm&@

B3 A9

36727

[ {149,620)|

| Current. L:ab&é;%é% '

Biaff Tax Paydble

KPF Payable

Other Payroll Liabilities.
|Audit Fess

Rounced Chegues 1o KO,
IReireiti Cowt Case '
KPA - Cutstanding invoices
| Trade Creditors

1066
28,000

| 76,348
' 2,000 |

85,687 -
574

129,658 |

91,035 |

30,766 |
4413

20,000

129,688
13,472
78,848

(4,662)
© {608)
2,427 |

13472

Total Gurent Lgabi,hiié& A

568,504 |

577,288

_(2.000)
8,628

Workmg Cmpstar

o agerr |

158,969

(141,292)

Flxed Assets -{NB&#’%
Furniture & Fiflings
Land & Buildings
Plart & Machingry
Yessels

Motor Vehicles
[Office Eguipment
Toolg,

24,886 §
30,868 |
80,061 |
3,739,268
22,266 |
10,578 |

32,810

57,253

45, 334 |

4,308,538
48590
18,275
31 179

(7.874)
(26,885).
48827
(569,283)
{26,426)
{7,897}
(31,179}

Total E«"*i)mi mwt@ .

La88963 |

4,543,078

853 816)

MNet Worth

4 TiZ008.

{795 108

] aseios ]

'-%pwﬁaﬂmﬁ byt

Gharsholders’ Baulty.
Retained BEamings
Cuitent Year Earmings

4,702,048
(795.108)

| 5,751,426
{1,049,377)

{1,049,377)
254,269

Total Shareholders’ Eeuity

=
i

4,702,045

1785.108)
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[Payments to amgiz&y&as o
}?aymem:s to aumpiigm

T 2218580

3,3.9 ?‘36
{:i JZ%‘G 637’) ,
~ {1,438,108

(19,483}

Cash ﬁaw o fram investing activitie
Purchase of f fheed assets

{2889y

Nat f:ash Flow -
Cash avd Bank ﬁaiaﬁms ﬁs&gﬁmﬁ%

307,040

(8501

(48,054)

ga&h Hc;at' o
ﬁiank Ac:mtzm Ne:» 1- ‘i‘araw&a

[Gash and Bank Balances - Ezzﬁin o

Decregse/{increase) in Dett
Incraase/ Demraaw) m f:ra&swrs

Changesfﬁcifust*mnt i3 f:re:diwrs '

Net P‘mﬁt,f fos sfmr the gmmxei S
E}egsréaciaf:wn ;:hargea for the pei _a;ed ‘

Qharzgmﬁﬁﬁ;ua’cmaﬂt to Fi)(é?ﬁf Mﬁ&ts : .

~ {795,108)
o 538918
1 149920)

1 49,481}

iéi,sr»:s)
148,899
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KIRIBATI NATIONAL SHIPFING 47D
POLICIES FOLLOWED IN FORMING THE ACCOUNTS

* FOR THE PERIOD ENDING 31ST DECEMBER 2018

s

The forerunner of Kiibstl Nationa! Shipping Line Lid (KNSL) was the Kiribati
Shipping Services Limited incorporated on the Gth of July 1990, Kirbati
Natioral Shipping Line Lid (KNSL.) was registered on 108h August 2018 with
the primary objestive of providing afforciable shipping tramsportation to the

Frincipal Account!

The Financial Statements are prepaired under the historival cost gonvention and
with the International Accounting Standards. The following is & summary of the r
policies used by fhe Company: |

s

D@pmi@ﬁim is caloulated fw write off the cost of long term sssels on straight line
their expected useful lives. The rates of depreciation and useful lives are as follg

(i Office Equipment  20%
(i) Futniiure & Fittings 10%
(i) Motor Vehicles ~ 20%
(iv) Buildings B%
(v} Vassels
(vi) Plant & Machinery 10

Assets and Liabilities expressed in forefgn cLprencies are coverted info Austaliai
rate of exchange ruling at the end of the financial year. |

ltems received in aid haveé bean capitalised under the Assets Grant Aid and
released to profit and joss at the rate of an apphicable depraciation charge.

Provision hasg been made in the 2019 accounts (Ses Mote 3 to the Accounts)



\i i 9‘-;:%4{& :i

Gain/Loss on Prior Period kams

|

write off of Tools

diustmant for removal of Scrap value in Depn Calcplation 1o Dec 2018
o Hiustment of Loss on Sales of Motor Vehicle m isallocated

‘o agiust Trade deﬂmars posting of m}&mng halances

‘%;%W‘”

2019

2048

81 179

- 5,500

115,812

389,847
(47,246

mipd LR

| Ta8,A81 |

BAZRUL

ote 2

Logs on Disposal of Fixed Asset

‘”géam-msaﬁ LC Butimeri:
 {ost
. Depreciation

T 2018

- 1,602,900

{881,595)

__ 555 0N i)ispc}sai beok yalue




Note 3
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Kitibati Copra
KOIL |
Government
DC Trading
History Flight

Keangnimwakin Shsppfng 5’»&&1&:&5

Lyke it Trd |
Manesaban Maungatab&%
Reitakim Store

Remia Trading

- 18lim Price L
TOKS Shipping kine
Other o

’rrad@ mbt:ors

- {Movement |

m:ﬁa% ‘_
157,814
81,379 |
6,891
3,205
4,355
5,616

m wfﬁ
52,542

02,749
13,421

6,881 |
2,033 i
5,616 |
5,824 |

. 1&»@@‘5 :
T g !
27 |

43,587 |

28,737

) 7,140

1,170

3,203
2,947 |

{151,006)

(10,257))
(2,422),
(6,891)]

| Provision |

018

l'

(3,668)

(13,045)

]

Total

- NB: ¥
- The majority of the. garava&iﬂﬂ pe
- KQIL provision made aft

419,682

___g-iﬁﬂ%wtirtg amtﬁma owed by KNSE to KOIL

\.

{194,115},

jates to debt autstamf%ng foryears before 2013
(129,688)
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