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Audit for an impact for the public

INDEPENDENT AUDITOR’S REPORT

To the Readers of
Development Bank of Kiribati Financial Statements

For the Year Ended 31 December 2019

| have audited the Financial Statements of Development Bank of Kiribati (DBK) 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:

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

e Notes to the Accounts

Qualified Opinion

%
In my opinion, except for the effects of the matter described in the Basis for Qualified Opinion section of
our report, the accompanying financial statements present fairly, in all material respects, (or give a 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).



Basis for Qualified Opinion:

¢ We note the following variances between the closing balance of Loans from LMS, as at the end of June

(30/06/2019), and the opening balances of Loans generatsd from LP1, as at the beginning of July

(31/07/2019).

Extract from the LMS and LP1(30/0/2019,1/07/2019)

Closng Balance

Opening balance

Name of the Accounts 30/06/2019(LMS) |1/07/2019(LP1) |Variances
Business Loan - 61,776.94 (61,776.94)
Commercial 6,682,989.43 6,392,574.15 290,415.28
Fisherman 2,125.76 2,010.19 115,57
Home Loan 434,587.02 420,307.42 14,279.60
IBD (282.76) 282.76
Non Commercial 40,247.88 38,217.13 2,030.75
Rural Support Loan - 44,683.20 (44,683.20)
Social Development Loan/Personal a

Loan 8,701,869.90 6,228,997.22 | 2,472,872.68
Staff Home 182,770.13 176,322.55 6,447.58
Staff Personal Loan 121,775.35 123,233.42 (1,458.07)
Student Loan 2,105,980.95 2,149,799.25

Tobwaan te Rikirake Shceme - 4,789.50 (4,789.50)
Total 18,272,346.42 15,642,428.21 | 2,673,736.51

o We would like to highlight that the extension fee had been charged twice to loan customers during the

following months. Hence, we highlighted that revenue of the extension fees had been overstated for

the following months. Refer to Table below.

Extension Fees(Extract from Control Listing)
Month Balances
July 4,335
August 3,195
September 1,105
October 920
November N 370
December 755
Total 10,680

o We note that there were purchases of the items listed in the Table below, however, these were not
stated in the Assets Register 2019. In addition, payment vouchers for most of these purchases were not

readily available for audit purposes.
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Types Date Vouchers Details Amount
Office Furniture B&Equip $
t 29704/ 2019 |GJ 1332350 Ocean link being for Mobife cost 2,358.00/
| 03/05/2015|" 1229416 Settiement of invE0000177 &LPOH02280 - KOES 1,665.00
' 26/07/2019|" 01366524 Taotin trading 1,788.75
1 11/11/2013|" 002077 Omitd # 1445354 - CEQ splitpmi 1,000.00
- Total additions for Office furniture & Equipment % 6,811.7%
Computer Upgrade
1 21/02/2019|GJ1332403 Cost of computer 3,800.00
19/03/2015| 611332039 Naio IT Services 3,029.00
18/04/2019|"1332316 Mwaneike Kiribati Travel 4A80.00
20/05/2013}" 1229549 Pintech laptop cost 3,328.88
15/07/2019}"01366463 Tobwaraoi Travel 3,518.00
Total additions for Computer Upgrade $290,155.88

| have conducted my audit in accordance with International Standards of Supreme Audit Institutions
(1SSAIl). My responsibilities under those standards are described in the Auditor’s Responsibilities paragraph
of my report. | am independent of the Company in accordance with the Ethical requirements that are
relevant to my audit of the financial statements of the Compény and | have fulfilled my other

responsibilities in accordance with these requirements.

| believe that the audit evidence obtained is sufficient and appropriate to provide a basis for our qualified

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 ugless 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 opinicn as required under the Public Finance {Control and Audit) Ordinance 1976 and Kiribati
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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:

. 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, misrepreseﬁtlations, or the override of internal

control.

o 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
conditions 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. Ourpnclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Company 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.
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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.

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 be communicated in our report because the
adverse consequences of doing so would reasonably be expected to .olutweigh the public interest benefits

of such communication.

Report on other Legal and Regulatory Requirements

DBK lodged its Financial Statement on 13 May 2020 therefore indicating DBK’s incompliance 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 authority.

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

Date:28/04/2021

Mr. Eriati Tauma Manaima

Auditor General
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INCOME

interest - Commercial Laans
tareeast - Housiup Loan
Titerest - Pérsonal Loan
{tereet - Bask Depogt

Interest - Staff House Lomn
Interest . Siaff Personal Loan
inieresy < Panghy

Interest- Ruaal Support Loan
Tntteese Toliwaan Todkizake ] oan Sch
Loan Bees

Apphieaton Pees
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KHE Plodge Hees

- Refinancing Fees

Student loan commissiod
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Recovery Gost
Government Grant
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Closing foas
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EXPENDITURE

Salaries & Saff Bupense -

" Workiens Cotsbonsarios
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Bnmoatnesny :
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Repair & Mulaseusics « Office Bquibment
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i fa mgmmﬁcm .
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S5 Bank Chargey
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Ouer fadund Travel . -
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{ntercaton fiannwmg

Lonn Adiusunents

Audit Peog

Rebate Interest ex;)mw
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Yol Bapeadinge

Operanng Profit/{Losss Hefore Prior Period Irems
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Net Peofita / (Losse) after Prior Period Ltems
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6410000
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224700

8,854 06




153,053
0

Ax 3113}ec 2019

o i 460,165
AtDl Jan2019 |

558,600




4 Casn & Bank -
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Bank Accounit -No. 1
Bank Account - Kiftioat
Baok Account- IBD
Haek Account Mo 3
Tlectronne Clearing at:cmmi
Cashio Transi

Alssang dgency
Aberama agency

. Benrggency

‘ Nikupiat agency.
{Inoton apency
Marakeingeney

 Panning agency

Tabnorh agency
Tatiang agenty
Nonouti agency
Manon agency
‘Aot agency
Kudaagency
Aranuks agency
Makin Apency o
Teraina Agency

St Howse . .
Seaff Personal . s 1145?3
Sodial Developroeitlions . . :
s Housmg .
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Total Loans - Clrrent Portzm
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Active Loans .
Gommerelal, Pexsonal Home
Studeat Loan -
Non- commercial Loast
Fisherman Loan Scheme
Rural Support '
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Payroll Accrunals Pagable
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Suspense & Clearing :

Suspense Re: H]ﬁmt Clearence
Suspense Re: Xmas Branch H
Suspense Re: Bank errors
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Masakei agent

- Nikunau agent
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