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1. Introduction

1.1 The Report

This is the report for the year ending 31st December 2016 as required under the Public Finance (Control and
Audit Act, 1998. Specifically, section 39(1) of Cap 79 (1998) mandated the Accountant General to produce
and to submit to the Auditor General by June each year, an annual report on the account of the Government,
showing fully the financial position at the end of the budget or fiscal year. This annual account report, as in
previous years, is prepared on a cash basis of accounting because the government account is yet to follow
the accrual basis of accounting. Consequently, some accounting items, especially arrears or outstanding
debts (payables) and infrastructures value will not be disclosed here.

The costs incurred and receipts earned during the year, as approved in the annual budget, will be shown in
this report as well as the balance sheet, fund balances, and other details which are considered useful for
monitoring and auditing purposes. Some of the more important accounting items not shown in this report
include the followings:

¢ Unpaid commitment at end of the financial year

¢ Major assets of Government such as buildings, roads, causeways, milkfish ponds, etc.

¢ Aid provided by donors in non-cash form (aid-in-kind) or aid that goes directly to recipients;
e Activities of corporations and government-owned enterprises (SOEs);

o Liabilities of Government other than loans outstanding; and

¢ Payments made outside the Accountant General’s control.

Although the contingent liabilities, loans from the consolidated fund, and arrears of revenue may have no
direct impact on the consolidated fund, they are in included in this report as required under s39(1)(vii),(ix),
and (xiii), respectively, to provide additional information.

The management report for the whole year together with the bank reconciliation statements for the
government No.1 Account, the Development Fund No.4 Account, and the Local Stabex No.6 Account are
submitted separately.



1.2 Management Highlights

In summary 2016 is still a very demanding and difficult year for the Accounts Division given the ongoing
problem with Attache but the recent ACCESS databases designed and installed by Dr Rouatu have been
very helpful to staff in the Accounts Division and with more training expected to be provided further for
improvement in the years ahead.

Currently, Attache generates the General Ledger and the Trial Balance, while Access Database produces
the full Annual Account. Because of a lack of proper training on Attache provided to Treasury staff, the
production of the full government annual account or the major components of the financial statement such
as: the Financial Position and Financial Performance have not been possible.

There is a plan to use only one accounting software package and to produce the government accounts trial
balance from the various ACCESS databases that have been set up and if this is successful, then there will
be no more need for using another accounting software, Attache program. All these improvements are being
done in order for the Treasury Division to continue working in an efficient and sustainable manner.

There is still movement of staff during the year between ministries but because of the standard votebook
system used in all line ministries, the reshuffling or transfer of staff is no longer an issue because staff do not
need to learn the system of the “new” ministry. In the past line ministries have their own unique votebook
programs—some used EXCEL, some used manual registers, while some used different versions of ACCESS
systems.

It is very clear from the accounts that overspending in 2016 is very minimal and this is a very commendable
improvement compared to past years. Again the new computer votebook systems have a significant role
here but senior accountants should also be thanked for their tight control over their respective budget. As a
matter of fact there are several layers of monitoring and checking mechanisms in place and this has greatly
reduced the overspending.



2. Highlights of the 2016 Annual Account Report

This section is meant to provide brief analysis of the government revenues and expenditures, and the various
funds controlled by the government. The main highlights of 2016 are: the fishing license continues to be the
main source of revenue with a value of $143.3 million (or 68% of the total revenue), the very high contribution
of the Kiribati Government to the Development Fund (DF) compared to previous years; and the value of the
RERF now stands at $926" million, and the fund is now managed by two new fund managers—Blackrock,
and Northern Trust.

2.1 Recurrent Revenue

In 2016 the government generated a revenue of $209.3 million (including external budget support) compared
to $253 million last year, i.e. the revenue declines by $44 million or 17%. Even though there is a marked
decrease in revenue, the amount collected is still very high compared to revenues collected in earlier years-
as a matter of fact there is a substantial budget surplus this year, as was last year. The favorable trend is
basically due to the continued high fishing license obtained from overseas fishing vessels in Kiribati EEZ.

The estimated fishing license for 2016 is $100 million but the amount actually collected comes to $143 million
or 68 % of the total revenue collected. | have to reiterate here that while the significant surplus is still
encouraging the fact that the actual license is very different to the estimated license clearly demonstrates
the difficulty in forecasting this type of revenue source, and this can be a cause of misaligned or offline
budgeting.

Table 1: Government Recurrent revenue by source: 2016

! This figure includes Government Cash Trust Account at State Street



EstimateFor2016 | Actual2016 Actual2015 Variance'l6 Percentage

Revenue Items S S S S 2016 2015
Fishing License 100,000,000 143,295,455 197,754,163 -43,295,455 68% 78%
Import Duty 0 0 0
Personal Income Tax 7,000,000 7,900,307 6,794,497 -900,307 4% 3%
Company Tax 7,600,000 7,842,516 7,461,396 -242,516 4% 3%
Dividend 1,280,000 1,357,756 1,262,467 -77,756 1% 0%
Hotel Tax 0 0 0
Excise Tax 6,100,000 7,366,933 6,173,439 -1,266,933 4% 2%
VAT 12,200,000 15,258,746 14,548,404 -3,058,746 7% 6%
NASDA (AirService) 1,058,244 1,010,595 1,071,092 -47,649 0% 0%
NASDA (Downrange) 646,877 679,210 646,877 -32,333 0% 0%
Open Ship Registration 725,000 489,327 710,817 -235,673 0% 0%
Interest on Consolidated Fund 136,643 88,494 -136,643 0% 0%
Fish Transhipment License 1,407,000 15,551,533 9,225,168 -14,144,533 7% 4%
Ministries Revenue 2,448,210 3,579,803 2,797,181 -1,131,593 2% 1%
Sub Total 140,465,331 204,468,825 248,533,994 -64,003,494 98% 98%
RERF Drawdown 0 0 0 0

External Budgetary support 0
Budget Support From World
Bank 0 3,781,156 0
Budget Support From New
Zealand 4,789,930 999,940 -4,789,930 | 2.29%
Budget Support From ADB 0 0 0
Sub Total 0 4,789,930 4,781,096 4,789,930
Total 140,465,331 209,258,755 253,315,090 68,793,424

Notes:

1) The “Variance” column refers to the difference between the Estimatefor2016 and Actual 2016

2) The “Percentage” column refers to the percentage of the revenue item value (Actual2016 column) in relation to its TOTAL

)
3) The budget support by overseas donors is a recent addition to the recurrent budget framework
)

4) Import duty, which used to be one of the highest revenue sources, is now being replaced by the VAT

As highlighted in the table 1 above, the actual revenue collection from all of the major revenue items,
except the Fishing License, shows an increase when compared with last year.

At the time of writing this report, the budget support from the World Bank is noted to have not been

received.




2.2 The Budget and Recurrent Expenditure

The summary of the Government Recurrent Expenditure by Ministries is presented in table 2 below

Table2. Government Budget and Expenditure by Ministry: 2016

Ministry Name Original Budget Revised Budget Actual Expenditure Variance

LCDF $16,472,723.00 $36,333,050.00 $36,333,050.00 $0.00
Office of Te Beretitenti $1,989,426.55 $1,989,429.00 $1,972,140.48 $17,288.52
Public Service Office $666,167.63 $727,667.00 $724,453.08 $3,213.92
Judiciary $1,766,031.61 $1,766,033.00 $1,833,691.68 -$67,658.68
Police $7,736,541.91 $7,736,542.00 $7,890,271.15 -$153,729.15
Public Service Commission $249,122.93 $249,123.00 $242,925.25 $6,197.75
Ministry of Foreign Affairs $2,301,877.45 $2,301,878.00 $2,332,288.28 -$30,410.28
Ministry Internal Affairs $2,422,131.96 $2,422,135.00 $2,407,475.59 $14,659.41
Ministry of Environment $3,243,608.33 $3,243,609.00 $3,259,538.29 -$15,929.29
Maneaba Ni Maungatabu $3,142,818.33 $3,419,042.00 $3,340,484.96 $78,557.04
Ministry of Commerce $1,659,277.48 $1,659,281.00 $1,563,965.66 $95,315.34
National Audit Office $744,082.76 $753,883.00 $737,595.75 $16,287.25
Office of AttorneyGeneral $745,244.51 $745,243.00 $740,876.41 $4,366.59
Ministry of FisheriesMarine $2,684,604.12 $2,684,603.00 $2,365,325.40 $319,277.60
Ministry of Health $21,166,728.57 $21,477,205.00 $22,047,213.91 -$570,008.91
Ministry of Education $22,310,755.00 $22,307,956.00 $21,770,085.61 $537,870.39
Ministry of Communication $3,149,292.51 $3,149,294.00 $3,154,452.31 -$5,158.31
Ministry of Finance $3,199,804.32 $3,199,805.00 $3,261,516.43 -$61,711.43
Ministry of Women&Sport $1,716,299.53 $1,709,198.00 $1,676,533.54 $32,664.46
Ministry of Works $2,671,583.52 $2,776,563.00 $2,779,871.37 -$3,308.37
Ministry of Labour $4,665,252.13 $4,665,254.00 $4,561,746.06 $103,507.94
ministry of Lines and $3,630,375.99 |  $3,480,378.00 $3411,734.46 |  $68,643.54
Debt Servicing $1,149,693.00 $1,149,693.00 $1,762,506.44 -$612,813.44
Other Expenditures $40,957,756.00 $46,667,689.00 $43,757,776.34 | $2,909,912.66
OPL $454,434.49 $458,035.00 $443,184.89 $14,850.11
Total $150,895,633.66 $177,072,588.00 $174,370,703.34 | $2,701,884.66

Note: 1) “Other Expenditures” consist of other budget codes which are relatively small in value.

As highlighted above, the two ministries with relatively high overspendings are the Ministry of Health and the
Kiribati Police with $570,008.91 and $153,729.15 respectively. Next is the Judiciary with $67,658.68 followed
by the Ministry of Finance $61,711.43 and the Ministry of Foreign Affairs with $30,410.28. The Ministry of
Environment/Agriculture and the Ministry of Communications reported a net overspent of $15,929.29 and
$5,158.31, respectively. The ministries’ budget overruns this year is much lower when compared to last
years’ overruns.

The revised budget for LCDF of over $36 million (or 21% of total expenditure) is derived from the addition of
approved supplementary budgets during the year as per No.2 and No.3 2016 Supplementary Budget
Reports. The No.1 Approved Supplementary Budget was for 2015. This LCDF total amount forms part of the
Development Projects receipt/revenue for 2016. The full details of LCDF can be seen on page 42 of this
report.

The next analysis is on the government expenditure by budget heading.



Table 3. Government Expenditure by Main Budget Heading (NAC): 2016

NAC | Description OriginalBudget Revised Budget Actual Exp Variance %
201 | KPF Contribution $3,256,300.59 $3,263,964.55 $2,973,156.24 | $290,808.31 1.7%
202 | Salaries $42,217,128.16 | $36,797,973.29 | $36,667,584.16 $130,389.13 | 21.0%
203 | Housing Assistance $1,196,250.00 $1,007,791.67 $992,922.41 $14,869.26 0.6%
204 | Allowances $4,623,936.22 $4,501,522.59 $4,566,663.59 -$65,141.00 2.6%
205 | Overtime $2,256,515.97 $2,974,156.01 $3,210,456.66 | -$236,300.65 1.8%
206 | Temporary Assistance $1,200,218.76 $2,245,352.74 $2,249,071.48 -$3,718.74 1.3%
207 | Wages $109,343.20 $113,083.00 $103,725.77 $9,357.23 0.1%
208 | Leave grants $6,810,600.00 $6,164,761.95 $6,161,342.68 $3,419.27 3.5%
215 | Transport to work $2,109,643.50 $2,475,830.71 $2,455,190.69 $20,640.02 1.4%
216 | Internal Travel $2,748,069.21 $3,206,389.44 $3,094,476.21 $111,913.23 1.8%
217 | Local Training Costs - other $190,365.00 $86,454.74 $79,256.49 $7,198.25 0.0%
218 | Local Accomodation & Allowances $1,106,136.00 $1,030,984.12 $1,022,522.96 $8,461.16 0.6%
219 | Local Training Catering $65,522.00 $54,081.55 $47,418.94 $6,662.61 0.0%
220 | Training Overseas $4,786.00 $1,796.00 $370.00 $1,426.00 0.0%
225 | Relocation Expenses $420,934.39 $400,541.51 $384,217.82 $16,323.69 0.2%
226 | Recruitment $22,176.00 $14,825.26 $12,195.47 $2,629.79 0.0%
227 | External Travel $2,804,367.90 $3,661,608.28 $3,694,540.78 -$32,932.50 2.1%
230 | Cleaning $73,380.00 $50,324.20 $36,600.68 $13,723.52 0.0%
231 | Telecomms $1,759,909.60 $1,760,959.99 $1,730,465.42 $30,494.57 1.0%
232 | Electricity and gas $2,785,029.96 $2,965,050.96 $2,913,285.33 $51,765.63 1.7%
233 | Water $234,728.56 $267,073.95 $463,243.14 | -$196,169.19 0.3%
235 | Office Transport $188,800.00 $295,953.89 $184,785.82 | $111,168.07 0.1%
237 | Advertisements / Media $62,127.51 $34,640.41 $30,503.51 $4,136.90 0.0%
239 | Entertainment $457,227.90 $681,963.07 $653,471.07 $28,492.00 0.4%
240 | Printing $213,865.50 $192,899.37 $167,348.31 $25,551.06 0.1%
241 | Stationery and Supplies $1,213,552.62 $2,345,539.42 $2,366,818.11 -$21,278.69 1.4%
242 | Food and Ration $1,959,273.96 $2,019,701.87 $2,068,535.17 -$48,833.30 1.2%
243 | Office Equipment and Furnitures $1,136,767.00 $1,950,590.61 $1,816,792.82 $133,797.79 1.0%
244 | Repairs of equipment $284,642.40 $193,868.78 $168,770.25 $25,098.53 0.1%
245 | Uniforms $236,416.00 $141,400.00 $137,151.84 $4,248.16 0.1%
246 | Specialsed purchases $2,533,007.00 $3,072,846.37 $3,135,977.68 -$63,131.31 1.8%
248 | Compensation for cutting trees $14,150.00 $17,546.00 $15,448.63 $2,097.37 0.0%
249 | Agriculture supplies $70,000.00 $73,170.00 $73,166.84 $3.16 0.0%
250 | Local Services $2,010,165.42 $3,537,019.76 $3,466,034.95 $70,984.81 2.0%
251 | Overseas Services $877,432.00 $649,865.56 $497,552.51 $152,313.05 0.3%
263 | Secondary mission schools $2,577,738.00 $3,377,738.00 $3,045,225.10 $332,512.90 1.7%
264 | In-country tertiary support $522,336.00 $522,336.00 $493,871.10 $28,464.90 0.3%
270 | Search and rescue $262,000.00 $1,130,400.00 $872,499.59 $257,900.41 0.5%
278 | Sundry purchases $21,090.06 $23,310.00 $22,824.67 $485.33 0.0%
279 | Special expenditures $2,446,635.00 $1,913,026.70 $2,196,277.05 | -$283,250.35 1.3%
285 | Hire of plant and equipment $1,819,238.28 $2,110,671.32 $2,100,134.21 $10,537.11 1.2%




286 | Land rent $3,211,718.00 $4,238,115.00 $3,893,316.29 | $344,798.71 2.2%
287 | Fixed plant and equipment $337,670.00 $261,245.00 $203,471.21 $57,773.79 0.1%
288 | Motor vehicle fund $112,000.00 $229,624.40 $224,234.40 $5,390.00 0.1%
Maintenance of
289 | infrastructures/buildings $696,935.00 $570,498.88 $627,058.92 -$56,560.04 0.4%
291 | Maintenance of motor vehicles $129,125.00 $67,638.08 $59,852.07 $7,786.01 0.0%
297 | Internal contributions $1,540,000.00 $1,825,136.00 $1,603,638.73 $221,497.27 0.9%
300 | Pension and KPF $8,000.00 $8,000.00 $8,611.26 -$611.26 0.0%
302 | Senior citizen benefit $2,894,060.00 $3,044,060.00 $2,936,574.61 | $107,485.39 1.7%
306 | Election $224,225.00 $224,225.00 $280,009.20 -$55,784.20 0.2%
315 | Support grant $1,855,613.00 $1,855,613.00 $1,806,800.41 $48,812.59 1.0%
317 | Voluntary organisation grant $20,000.00 $20,000.00 $21,448.45 -$1,448.45 0.0%
318 | Local council grant $180,686.00 $180,686.00 $38,518.88 $142,167.12 0.0%
321 | CSO payments $100,137.85 | -$100,137.85 0.1%
326 | Housing maintenance Linnix $150,000.00 $150,000.00 $161,286.45 -$11,286.45 0.1%
328 | CSO payments $5,000,000.00 $3,700,000.00 $2,944,089.20 | $755,910.80 1.7%
329 | Copra price subsidy $17,200,000.00 | $22,760,000.00 | $22,793,760.00 -$33,760.00 | 13.1%
331 | Freight subsidy for local produce $1,000,000.00 $120,000.00 $10,421.45 $109,578.55 0.0%
332 | Ferry service to remote islands $22,757.00 $22,757.00 $28,486.00 -$5,729.00 0.0%
345 | Contribution to Development Fund $16,472,723.00 | $36,333,050.00 | $36,333,050.00 $0.00 | 20.8%
347 | Contribution to RERF $0.00 $0.00 0.0%
School stationeries for Primary and
350 | JSS $1,200,000.00 $1,200,000.00 $921,414.63 | $278,585.37 0.5%
351 | ADB loan $17,993.00 $17,993.00 $34,052.99 -$16,059.99 0.0%
352 | ADB loan $43,220.00 $43,220.00 $41,348.59 $1,871.41 0.0%
353 | ADB loan $2,636,183.00 $1,836,183.00 $1,475,419.77 $360,763.23 0.8%
354 | ADB loan $65,600.00 $65,600.00 $30,418.61 $35,181.39 0.0%
355 | ADB loan $58,240.00 $58,240.00 $33,826.30 $24,413.70 0.0%
356 | ADB loan $432,950.00 $432,950.00 $421,985.54 $10,964.46 0.2%
357 | 0/S $70,000.00 $70,000.00 $0.00 $70,000.00 0.0%
358 | Road rehabilitation loan $8,740.00 $8,740.00 $59,459.25 -$50,719.25 0.0%
370 | Bank charges $200,000.00 $200,000.00 $507,457.66 | -$307,457.66 0.3%
371 | Civil suites $0.00 $0.00 $151,674.68 | -$151,674.68 0.1%
372 | Loan agreement $200,000.00 $200,000.00 $246,878.81 -$46,878.81 0.1%
Total $150,890,243.67 | $177,072,588.00 | $174,370,598.36 | $2,701,989.64 | 100.0%
Notes

(1)The “Percentage” column refers to the percentage of the expenditure item value (ActualExp column) in relation to its TOTAL

(2) CSO is the community service obligation that SOEs can ask government to subsidize.

The highest expenditure item is “Salaries” with $36.7 million and if we add together all the “personal
emoluments” the total comes to $57 million, or 33% of the total government spending. In 2015 the percentage

is 41%.

Another big expenditure item is the contribution to development fund (LCDF)—of $36 million (2015: $23
million). This is meant for government capital expenditures or local projects that are not funded from

overseas.




The total subsidy budget figure in 2016 is $41 million (2015: $10.5 million) and copra subsidy accounts for
54 % of this. The actual payment for copra is almost $23 million and this increase over the 2015 payment is
due to the newly approved copra price of $2 a kilo, effective from May 2016.

The “senior citizen benefit” paid out in 2016 reached $2.9 million (2015: $2 million). The amount paid is below
the budgeted figure by $107,485.39.

The CSO payments (community service obligation) was initially budgeted for $5 million, during the year this
was reduced to $3.7 million and the actual expenditure was $2.9 million (2015: $2.4 million), therefore more
than $755,910.80 is never used up.

The budget amount needs to be carefully or correctly calculated and to ensure all budgeted activities are
carried out during the year.

2.3 Overspent ministries
This section is presented in compliance with s39 (1)(xvii) of the Public Finance (Control and Audit) Act 1998.

Although there are overspent ministries in 2016 (see Table 4 below), overall the government did not
overspend—in fact the government underspent by $2.8 million. Whilst the saving can be seen as good for
the government another interpretation is that some ministries have asked for “too much” while some
ministries have been given “too little”. This needs to be looked at in the next budget preparation. In 2015, the
government incurred an overall overspent of $3.1 million.

Table 4. Overspent ministries: 2016

Ministry Name Original Budget Revised Budget Actual Expenditure Overspent 2016 2015
Ministry of Health $21,166,728.57 $21,477,205.00 $22,047,213.91 $570,008.91 2.7% 14.6%
Police $7,736,541.91 $7,736,542.00 $7,890,271.15 $153,729.15 2.0% 0.9%
Judiciary $1,766,031.61 $1,766,033.00 $1,833,691.68 $67,658.68 3.8% 2.0%
Ministry of Finance $3,199,804.32 $3,199,805.00 $3,261,516.43 $61,711.43 1.9% 0.0%
Ministry of Foreign

Affairs $2,301,877.45 $2,301,878.00 $2,332,288.28 $30,410.28 1.3% 26.0%
Ministry of Environment $3,243,608.33 $3,243,609.00 $3,259,538.29 $15,929.29 0.5% 0.0%
Ministry of

Communication $3,149,292.51 $3,149,294.00 $3,154,452.31 $5,158.31 0.2% 0.0%
Ministry of Works $2,671,583.52 $2,776,563.00 $2,779,871.37 $3,308.37 0.1% 0.2%
Total $45,235,468.22 $45,650,929.00 $46,558,843.42 | $907,914.42 2.0% 8.4%

Notes:

(1) “Overspent” the difference between the Revised Budget and Actual Expenditure
(2) “Percentage” is the percentage of overspent amount against revised budget

The table showed that the Ministry of Health has the highest budget overspent of $570,008.91 (2015: $2.27
million) or 2.7% (2015:14.6%) of its approved revised budget. It is noted that the total overspending was
down by 71% when compared to last year’s total overspending and the number of ministries involved with
overspending was reduced from 12 ministries to eight in 2016.

The overspent of the Ministry of Health is to do with the large number of overseas medical referrals and the
high cost of pharmaceutical products in 2016. But given the importance of health (or life) one can excuse the
Ministry of Health for overspending however the other ministries overspending warrants further enquiry.



2.4 Government recurrent (Consolidated Fund) net balance

The government total recurrent revenue for 2016 is $209 million (including overseas budget support, and
fishing license) and the total expenditure comes to $174 million therefore the surplus is $35 million. The
opening cash balance for the year is $52 million therefore the closing recurrent cash balance is $87 million.
This will be the opening cash balance for the year 2017.

Government Recurrent (Consolidated Fund) Cash Flow for 2016

2016 2015
Opening Consolidated Fund balance 1st January $52 million $107 million
Plus total revenue $209 million | $253 million
Less total expenditure $174 million | $308 million
Equals Closing Consolidated Fund balance 31st Dec $87 million $52 million




2.5 Development Fund Revenue

The total development fund revenue in 2016 is $57.5 million (2015: $52.2 million). The major contributor is
the GOK (Kiribati government) with a share of 65%, followed by Taiwan (9.8%), and Australia (1.2%) as
reflected in table 5 below.

Table 5. Development Fund revenue by donor: 2016

Donor 2016 % 2015 %
GOK $37,087,737.75 65.6% $23,675,367.85 45.3%
Taiwan $5,633,710.07 9.8% $4,699,626.24 9.0%
UNICEF $612,020.76 1.1% $485,370.08 0.9%
Others $10,838,549.00 18.9% $19,779,958.16 37.9%
Pacific forum $0.00 0.0% $0.00 0.0%
Australia $717,258.23 1.2% $675,013.69 1.3%
WHO $310,967.25 0.6% $123,757.75 0.2%
Nz $631,614.00 0.8% $513,498.25 1.0%
EU $11,422.44 0.0% $0.00 0.0%
Greenpeace $6,015.07 0.0% $0.00 0.0%
RAMCAH-UNFPA $0.00 0.0% $0.00 0.0%
UNDP $161,897.74 0.3% $158,594.62 0.3%
UNESCAP $78,039.61 0.1% $0.00 0.0%
UNEP $153,600.66 0.3% $6,755.00 0.0%
Japan $100,000.00 0.2% $0.00 0.0%
Korea $69,279.47 0.4% $0.00 0.0%
UNFPA $135,035.00 0.2% $56,348.00 0.1%
SPREP $48,629.51 0.1% $98,520.91 0.2%
SPC $155,939.14 0.3% $138,879.82 0.3%
India $0.00 0.0% $923,296.00 1.8%
UN Women $82,561.11 0.1% $0.00 0.0%
Spain $21,141.25 0.0% $22,886.35 0.0%
Turkey $0.00 0.0% $3,960.00 0.0%
FAO $0.00 0.0% $20,575.26 0.0%
WMO $0.00 0.0% $0.00 0.0%
USGS $0.00 0.0% $3,345.00 0.0%
PJDP $0.00 0.0% $11,955.94 0.0%
Germany $0.00 0.0% $160,888.29 0.3%
PNA $0.00 0.0% $0.00 0.0%
UNESCO $0.00 0.0% $96,725.00 0.2%
UAE $0.00 0.0% $527,252.59 1.0%
Wilson Oil Company $0.00 0.0% $22,006.40 0.0%
ILO $0.00 0.0% $8,391.00 0.0%
Canada

GEF $639,089.80 1.1% $0.00 0.0%
Total $57,495,227.86 100.0% $52,212,972.20 100.0%

Notes:

(1)"%” is the proportion of each donor contribution against the total development fund
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Included in the table above is the amount of project fund received under “Others” of over $10 million. This
category refers to “unallocated” project funds, or monies that the Ministry of Finance has not managed to
identify the proper donor or project name. Ideally this should all be allocated to respective projects and the
Accounts Division has worked on this in the past few years and at this point time the balance has substantially
declined—compared to previous years. For instance, at the beginning of 2016 the balance was about $30
million but at the end of the year the balance has dropped to $10 million.

The bulk of GOK funded projects are not “strictly” development projects in the sense that they are recurrent
in nature and do not involve the acquisition of the nation’s stock of fixed asset. However, these include,
“‘overseas medical referrals”, “passport fees”, “scholarship and tertiary support”, “observers fund”, “loan
clearance”, etc. The decision to include these in the “development project” list was made in the late 2000s,
to avoid inflation of budget for each concerned ministry and so as of that date these transactions no longer
appear in the recurrent budget—instead they appear in the development fund budget as the government
contribution to the development fund. Excluding these transactions, the actual contribution of the government

to the development projects will be very small (probably just over $2 million).

As disclosed in the table above, Taiwan cash aid to Kiribati is $5.6 million (2015: $4.7 million) an increase of
10 % when compared to 2015. Australia also shows a decrease of 1.2 % still lower than 2015. New Zealand
aid slightly increased from over $500 thousand in 2015 to over $600 thousand in 2016. It is important to note
there that the actual value of assistance (both cash and in-kind) from these traditional donors are much
higher than listed here. As clearly indicated in my previous report, one reason is that some of the funds go
directly to bodies outside the Ministry of Finance and some are spent in overseas countries such as
scholarship and training fees paid directly to the colleges or universities abroad.

More development partners have set up their own offices in the country such as the World Bank, UNICEF,
SPC TB program, etc. and funds go directly to these bodies instead of going through the government No4
Account. This is one reason why the aid figures provided by the Ministry of Finance are often different to
the figures provided by the donor countries themselves.
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2.6 Development Fund Expenditure
The analysis of the Project Development Fund Expenditure is presented in table 6 below

Table 6. Development Fund expenditure by Donor: 2016

Donor 2016 % 2015 %

GOK $30,629,985.14 69.0% $28,786,015.00 60.7%
Taiwan $6,081,214.36 13.7% $9,165,385.00 19.3%
UNICEF $1,562,744.78 3.5% $754,781.00 1.6%
Others $1,208,069.03 2.7% $1,443,070.00 3.0%
Pacific forum $1,145,917.82 2.6% $2,053,479.00 4.3%
Australia $566,343.49 1.3% $1,438,184.00 3.0%
WHO $490,871.21 1.1% $173,415.00 0.4%
Nz $428,595.63 1.0% $706,444.00 1.5%
EU $343,596.53 0.8% $347,411.00 0.7%
PNG $339,171.70 0.8% $359,436.00 0.8%
RAMCAH-UNFPA $200,726.96 0.5% $0.00 0.0%
UNDP $196,383.16 0.4% $169,760.00 0.4%
Observer fund $180,264.97 0.4% $800,235.00 1.7%
UNEP $169,825.27 0.4% $148,350.00 0.3%
Japan $142,120.34 0.3% $136,859.00 0.3%
Korea $130,172.51 0.3% $50,761.00 0.1%
UNFPA $100,483.17 0.2% $77,475.00 0.2%
SPREP $99,706.56 0.2% $143,165.00 0.3%
SPC $85,921.22 0.2% $247,694.00 0.5%
India $79,895.26 0.2% $137,899.00 0.3%
UN Women $66,078.21 0.1% $13,752.00 0.0%
Spain $61,746.78 0.1% $34,746.00 0.1%
Turkey $30,243.64 0.1% $36,479.00 0.1%
FAO $25,684.80 0.1% $14,883.00 0.0%
WMO $5,302.33 0.0% $27,538.00 0.1%
USGS $2,420.58 0.0% $0.00 0.0%
PJDP $1,982.00 0.0% $438.00 0.0%
Germany $1,459.52 0.0% $6,320.00 0.0%
PNA $1,400.00 0.0% $0.00 0.0%
UNESCO $854.00 0.0% $96,324.00 0.2%
UAE $0.00 $16,196.00 0.0%
Wilson Oil Company $0.00 $14,758.00 0.0%
ILO $0.00 $8,629.00 0.0%
Canada $0.00 $12,311.00 0.0%
Total $44,379,180.97 100.0% $47,422,192.00 100.0%

Note: (1) “%” is the percentage of project donor expenditure item value against total project expenditures

As shown in the table above, the total development fund expenditure decreased to $44.4 million in 2016, a
decrease of $3 million when compared to the 2015 figure of $47.4 million. A high proportion of this total
comes from GOK funded projects—of 69%, and in last year GOK accounts for over 60%. Next is Taiwan
funded projects of 13.7 % (in 2015 was 19.3%). This is followed by the UNICEF (3.5 %), Pacific Forum (2.6
%) and Australia (1.3 %).
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2.7 Development Fund Net Balance

In 2016 the total development fund receipts was over $57.5 million (2015: $52.2 million) while the
expenditures totaled up to $44.4 million (2015: $47.4 ) giving a net balance of $13.4 million (2015: $4.8

million) as detailed in the table below.

Development Fund balance: 2016

Donor Warrant Payment Receipts Net Balance

GOK $30,327,421.53| $30,629,985.14| $37,087,737.75| $6,457,752.61
Taiwan $9,998,590.37| $6,081,214.36| $5,633,710.07|  -$447,504.29
UNICEF $1,656,814.96| $1,562,744.78 $612,020.76|  -$950,724.02
Others $2,232.00| $1,208,069.03| $10,838,549.00| $9,630,479.97
Pacific forum $0.00| $1,145,917.82 $0.00| -$1,145,917.82
Australia $1,532,264.95|  $566,343.49 $717,258.23 $150,914.74
WHO $499,346.67|  $490,871.21 $310,967.25| -$179,903.96
NZ $964,411.29|  $428,595.63 $631,614.00 $203,018.37
EU $1,690,169.41 $343,596.53 $11,422.44|  -$332,174.09
PNG $995,100.87|  $339,171.70 $0.00|  -$339,171.70
Greenpeace $6,015.05 $0.00 $6,015.07 $6,015.07
RAMCAH-UNFPA $0.00 $200,726.96 $0.00| -$200,726.96
UNDP $662,700.77|  $196,383.16 $161,897.74 -$34,485.42
Observer fund $180,264.97 $0.00 -$180,264.97
UNESCAP $40,130.00 $0.00 $78,039.61 $78,039.61
UNEP $349,201.86|  $169,825.27|  $153,600.66 -$16,224.61
Japan $289,103.75|  $142,120.34|  $100,000.00 -$42,120.34
Korea $351,446.82|  $130,172.51 $69,279.47 -$60,893.04
Kuwait $261,789.36 $0.00 $0.00
UNFPA $363,372.11 $100,483.17|  $135,035.00 $34,551.83
SPREP $157,632.09 $99,706.56 $48,629.51 -$51,077.05
SPC $260,356.63 $85,921.22 $155,939.14 $70,017.92
India $124,236.80 $79,895.26 $0.00 -$79,895.26
UN Women $105,443.15 $66,078.21 $82,561.11 $16,482.90
Spain $0.00 $61,746.78 $21,141.25 -$40,605.53
Turkey $34,628.36 $30,243.64 $0.00 -$30,243.64
FAO $40,808.25 $25,684.80 $0.00 -$25,684.80
WMO $5,302.33 $0.00 -$5,302.33
USGS $3,345.00 $2,420.58 $0.00 -$2,420.58
PJDP $12,630.10 $1,982.00 $0.00 -$1,982.00
Germany $1,015.00 $1,459.52 $0.00 -$1,459.52
PNA $3,153.91 $1,400.00 $0.00 -$1,400.00
UNESCO $5,041.90 $854.00 $0.00 -$854.00
UAE $0.00 $0.00 $0.00 $0.00
Wilson Oil Company $0.00 $0.00 $0.00 $0.00
Fred Hollows Foundd $47,552.25 $0.00
ILO $0.00 $0.00 $0.00 $0.00
GEFGOK $656,042.99 $639,809.80 $639,809.80
Canada $0.00 $0.00 $0.00 $0.00
Total $51,441,998.20| $44,379,180.97| $57,495,227.86| $13,116,046.89

Note: (1) “Net Balance” difference between Receipts and Payments

13



2.8 Advances

The Government provides advance account for the purpose of making advance payment on salaries, travel
imprests, payment of prepaid services such as internet connections and also in anticipation of loans. Bounced
cheques from both personal and private companies are also placed under this account. The account is
temporary, meaning that the account must be cleared after it has been used as intended or retired in the
case of imprests, or recovered in the case of bounced cheques, personal and salary advances being
deducted from employees.

Advance Balances from the Consolidated Fund: 2016

Advances Code 2016 2015 Variance

Imprest and Salary Advances | L100 $12,538,634.61 | $11,674,504.73 $864,129.88
Other Advances J044 $830,371.73 $830,371.73 $0.00
Sundry Advances K000 -$235,175.13 -$387,182.72 $152,007.59
Total $13,133,831.21  $12,117,693.74 | $1,016,137.47

Note: “Variance” difference between 2016 and 2016 advance account balance

The most common type of advance is the imprest and salary advance and in 2016 the balance reached $12.5
million, an increase of $864,129.88 (2015: $956,000).

In particular, the imprest advance is the highest and the most “problematic” advance, especially in its
collection or repayment and this is due mainly to a lack of common understanding on how imprest should be
retired. As a matter of fact there are procedures to follow for retiring or clearing an imprest but travelling staff
often lost their receipts and supporting documents and this is why their imprests are not cleared and ended
up in the carried forward balances. Some of the entries in the balances belong to staff who are no longer
working therefore these will be forever carried forward unless these can be written off. In fact an effort has
been made to write off these balances but the process is quite a lengthy process and has to go through
Parliament and this is why these balances have been carried over until now.

2.9 Suspense account

| have to reiterate that the Suspense Account? totaling $4.88 million was created in 2013 to temporary hold
transactions for which the Accounts Division is uncertain as to where they should be allocated. The balance,
as already explained in the 2013 annual account report, consists of un-reconciled balances, prior period
items, outstanding imprests, personal advances, and unallocated balances for the Government No1, No4
and No.6 bank accounts.

In 2016 the balance increased to $4,881,972.70 from $4,885,358, an increase of $3,358.
As | mentioned in my last report, this has been proposed to be written off last year but for some reasons it

was not submitted to Parliament and as a result it will stay in the government accounts until such time
Parliament has approved it.

2 Sue Rob, an Attache consultant from Australia, created the entry to balance out the “unbalanced” trial balance.
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2.10 Revenue Equalization Reserve Fund (RERF)

e According to the Investment Unit, National Planning Office, the total market value of the RERF as at
315t of December 2016 is $868 million (2015: $756 million), therefore an increase of $112 million is
being realized.

e There is no government drawdown from the RERF in 2016

e There is an internal transfer of fund the amount of $70 million and equally distributed to the two fund
managers Blackrock and Northerntrust.

e Part of the $80 million retained in the Cash Trust Fund managed by State Street was transferred
during the year to the RERF resulted in a decrease of over $57 million.

e The total fee incurred and paid to the Fund managers including tax and other services is over $293
thousand (2015: $1.58 million) this fee is paid directly out of the RERF to the fund manager, i.e. not
routed through the No1 Account.
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3. Annual Account Statements

Statement I: Government of Kiribati
Balance Sheet as at 315t December

GLcode Description Actual2016 Actual2015
Asset
| Telmos Paid $269,599,516.85 $241,680,207.83
J Other Advances $830,371.73 $830,371.73
K Sundry Advances -$235,175.13 -$387,182.72
L Imprest and Salary Advances $12,538,634.61 $11,667,416.59
M Bank Accounts & Cash $115,074,536.76 $67,953,632.56
\Y Investments $938,321,523.11 $849,465,605.29
Z Suspense Account $4,881,972.70 $4,885,358.56
Subtotal $1,341,011,380.63 $1,176,095,409.84
Liability
o Sundry Deposit -$10,075,040.55 -$5,116,969.56
P Telmos Received -$258,394,174.02 -$236,110,163.03
Q Salary Allotments -$21,617.35 -$21,517.35
Deceased Native Estate
(DNE) -$1,253,402.14 -$1,020,977.67
SAYE -$15,191.65 -$12,901.65
Other BS items $0.00 $0.00
Subtotal -$269,759,425.71 -$242,282,529.26
Net Asset $1,071,251,954.92 $933,812,880.58

Attributed to:

Consolidated

E

Recurrent Expenditure

$174,370,703.34

$308,322,502.95

Consolidated

$174,370,703.34

$308,322,502.95

C

Recurrent Revenue

-$209,258,754.56

-$253,315,009.40

-$209,258,754.56

-$253,315,009.40

Development Projects

Net Recurrent Revenue

-$34,888,051.22

$55,007,493.55

H

Expenditure

$44,379,180.97

$47,421,354.86

Development Projects

$44,379,180.97

$47,421,354.86

N

Revenue

-$57,495,227.86

-$52,212,972.20

Funds

Net Development Fund

-$13,116,046.89

-$4,791,617.34

Special Funds

-$1,023,247,856.81

-$984,028,756.81

Total Equity

-$1,071,251,954.92

-$933,812,880.60
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Statement V - Special Funds as at 31st December 2016

Special Fund Codes

Description

2016

2015

Brought Forward

FO070000053A

Retained Income B/F

(525,931,831.54)

(21,238,265.20)

Consolidated Fund

FOO80000001A Consolidated Fund (opening) ($52,529,141.10) (5107,445,128.42)
RERF
FO070000060A Revenue Equalization Reserve Fund ($925,965,507.78) (5837,109,589.96)
Land Equity
FO070000071A Land Equity (-$10,993,224.50) (510,993,224.00)
Stabex
FO070000064A Local Stabex Fund $1,495,755.44 $1,897,740.71
FO070000062A Stabex Special Fund -$59,351.55 -$59,351.55
FO070000063A No 6 Stabex Fund -$439,968.06 -$439,968.06
subtotal $996,435.83 $1,398,421.10
Other Funds
FO070000067A Dai Nippon Causeway Fund -$2,105,897.63 -$2,292,113.82
FO070000072A Highway Authority Fund -$3.349.00
FO070000010A Coinage security special fund $0.00 $0.00
FO070000068A Escrow Fund -$66,536.76 -$66,536.76
FO070000061A Import Levy Fund -$6,126,682.62 -$5,094,574.22
FOO70000069A Civil Aviation Special Fund -$902,541.01 -$350,689.89
FO070000070A Plant & Vehicle Unit (PVU) -$199,974.40 -$504,490.72
FO096003998A Recurrent Dev Clearing A/C $918,660.32 $0.00
FO070000030A Kaoki Mange Special Fund -$329,305.35 -$317,413.65
FO070000066A Leper Trust Board -$8,961.27 -$8,961.27

subtotal

(58,821,238.72)

(58,634,780.33)

Grand Total

(51,023,247,856.81

(984,022,566.81)
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Statement VI: Cash at Bank and On Hand (as of 315t December)

Allocation Description 2016 2015
1.Cash at bank and on hand
MO0030000001A No 1 Account $58,052,170.56 | $20,414,617.91
MO0030000002A No 1 Account Dr/Cr Clearing $0.00 $0.00
MO0030000003A MLPID Petty Cash $0.00 $0.00
MO0030000004A No 4 Account $42,926,574.85 | $25,232,901.30
MO0030000005A No 5 Account (Kiritimati) $2,026,801.63 | $2,460,425.73
MO0030000006A No 6 Account (Stabex Fund) $6,816.00 $127,918.26
MO0030000007A Petty Cash $0.00 $0.00
MO0030000008A IBDs with BOK Ltd $7,540,000.00 | $16,540,000.00
MO0O030000009A missing codes in 2013 $0.00 $0.00
MOO030000010A KPF Clearing Account -$332,030.35 -$336,724.74
MO0030000011A missing codes in 2013 $0.00 $0.00
MO0030000012A Telmo Clearing Account $0.00 $0.00
MO0030000013A Sundry Creditor Clearing Accnt -$8,424.75 -$8,424.75
Betio PO Reimbursement
MO0030000014A Clearing $0.00 $0.00
Bairiki PO Reimbursement
MO0030000015A Clear $0.00 $0.00
Bikenibeu PO Reimburse
MO0030000016A Clearing $0.00 $0.00
Kiribati High Com Bank
MO0030000017A Account $2,054,608.49 | $1,724,741.80
MO0030000018A Taipei Mission Bank Account $29,598.19 $16,996.39
New York Mission Bank
MO0030000019A Account -$48,710.97 -$87,074.73
MO0030000020A Taipei Mission Petty Cash $817.26 $817.26
MO0030000021A New York Petty Cash $0.00 $0.00
MO0030000022A Kiribati High Com Petty cash $11,204.87 $6,381.92
MO0030000023A EPOS - outer island $30,470.00 $30,000.00
subtotal $112,289,895.78 | $66,122,576.35
2.Cash with subaccountants
MO0031000019A Banaba $250.00 $250.00
MO0031000021A Fanning $0.00 $0.00
MO0031000022A Washington $0.00 $0.00
MO0031000024A Kanton $4,000.00 $4,000.00
subtotal $4,250.00 $4,250.00
3.0uter Island State Fund
cash
MO0032000000A Betio PO $1,464.36 -$3,734.74
MO0032000001A Bairiki PO $5,139.43 $4,688.31
MO0032000002A Bikenbeu PO $4,823.75 $4,105.80
MO0032000003A Abaiang (State fund) $38,403.33 $17,600.23
MO0032000004A Abemama (State fund) $28,505.07 $5,426.40
MO0032000005A Aranuka (State fund) $6,705.20 $5,755.57
M0032000006A Arorae (State fund) $23,890.01 $24,942 .41
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MO0032000007A
M0032000008A
MO0032000009A
MO0032000010A
MO0032000011A
MO0032000012A
MO0032000013A
MO0032000014A
MO0032000015A
MO0032000016A
MO0032000017A
MO0032000018A
MO0032000019A
MO0032000021A
M0032000022A
M0032000023A
MO0032000024A
M0032000026A
MO0032000027A
MO0032000028A
M0032000029A

Subtotal

4.Cash-In-Transit (RBC)

MO0033000003A
MO0033000004A
MO0033000005A
MO033000006A
MO0033000007A
MO0033000008A
MO033000009A
MO0033000010A
MO0033000011A
MO0033000012A
MO0033000013A
MO0033000014A
MO0033000015A
MO0033000016A
MO0033000017A
MO0033000018A
MO0033000019A
MO0033000020A
MO0033000021A
MO0033000022A
MO0033000023A
MO0033000024A
MO0033000026A

Beru (State fund)
Butaritari (State fund)
Kuria (State fund)
Maiana (State fund)
Makin (State fund)
Marakei (State fund)
Nikunau (State fund)
Nonouti (State fund)
Onotoa (State fund)
Tab Nth (State fund)
Tab Sth (State fund)
Tamana (State fund)
Banaba (State fund)
Fanning (State fund)
Wash/Teraina (State fund)
Abaokoro (State fund)
Orona

Orona (State Fund)
missing codes in 2013
Kiritimati

Kanton (State fund)

Abaiang
Abemama
Aranuka
Arorae
Beru
Butaritari
Kuria
Maiana
Makin
Marakei
Nikunau
Nonouti
Onotoa
Tab Nth
Tab Sth
Tamana
Banaba
Kiritimati
Fanning
Washington
Abaokoro
Kanton
Orona

-$1,029.56
$3,487.87
$1,247.81
$1,629.74
$8,105.46

$729.72
$697.12
$2,930.84
$6,647.79
$1,827.20
$57,563.68
$36,581.45
-$318,868.57
$231,248.93
$12,851.97
$11,030.65
$10,542.05
$0.00

$0.00

$0.00

-$5,712.72

$38,104.44
$44,264.13
$6,050.85
$8,788.24
$19,180.67
$9,898.73
$28,087.45
$18,732.16
$19,806.88
$569.13
$5,026.44
$12,982.31
-$329,651.45
$231,248.93
-$39,603.75
$16,391.68
$10,542.05
$0.00

$0.00

$0.00
-$5,712.72

$170,442.58

$153,490.15

$2,262.97
$78,524.55
$115,434.75
$1,568.00
$76,767.33
$29,026.92
$32,514.35
$53,716.55
$26,524.49
$58,515.73
$17,340.15
-$644.89
$2,967.13
$82,317.80
-$9,877.03
-$3,589.84
$3,795.00
-$17,070.52
$1,214,747.06
$279,750.93
$70,496.15
$37,619.91
$0.00

$1,847.97
$7,224.55
-$4,305.25
$1,373.00
$11,102.33
$6,291.92
$14,924.35
-$1,183.45
$944.49
-$1,609.27
-$2,104.85
-$4,289.89
$2,962.13
$2,387.80
-$9,402.03
$1,600.16
$3,495.00
-$17,070.52
$944,737.06
$245,910.93
$1,651.15
$37,619.91
$0.00
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MO0033000027A
MO0033000028A
MO0033000029A
MO0033000063A
MO0033000500A
MO0033000506A
MO0033000601A
MO0033000602A
MO0033000603A

subtotal

5.Cash with agents
MO0034000500A
MO0034000501A
MO0034000502A
MO0034000506A
MO0034000507A
Subtotal

Grand Total

Kiribati High Commission
Mission in Taipei

Mission in New York
missing codes in 2013
Crown Agents - General a/c
Morris Hedstrom
Postmaster Bairiki

Post Office -Bikenibeu
Postmaster Betio

Crown Agents - Main a/c
Crown Agents - EDF a/c
Crown Agents - US Dollar
Morris Hedstrom

NZ Medical Treatment Fund

$298,606.56
$83,234.39
$17,883.01
$0.00

$0.00

$0.00
$6,353.24
$12,583.54
$1,609.61

$298,606.56
$47,572.37
-$906.67
$0.00

$0.00

$0.00
$6,353.24
$12,583.54
$1,609.61

$2,572,977.84

$1,609,926.14

$12,125.98 $12,125.98
$242.11 $242.11
-$1.24 -$1.24
$5,631.71 $5,631.71
$18,972.00 $18,972.00
$36,970.56 $36,970.56

$115,074,536.76

$67,927,213.20
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Statement VII: Kiribati Government Advances from the Consolidated Fund as at 31st

December 2016

Description Division 2016 2015

1 Imprest and Salary Advances L4900 $18,816.36 $15,717.17
Imprest and Salary Advances  L200A $4,428,144.52  $3,925,024.90
Imprest and Salary Advances  L100A $8,091,237.37 $7,733,326.31
Imprest and Salary Advances L1002 $436.35 $436.35
Imprest and Salary Advances  LO0A2 $0.01 $0.00
Subtotal $12,538,634.61 $11,674,504.73

2 Other Advances J0046 $18,154.33 $18,154.33
Other Advances Joo44 $812,217.40 $812,217.40
Subtotal $830,371.73 $830,371.73

3 Sundry Advances K0480 $165.00 $165.00
Sundry Advances K0050 $58,148.03 $2,283.00
Sundry Advances K0049 $22,636.25 $22,801.67
Sundry Advances K0048 -$316,124.41 -$412,432.39
Subtotal -$235,175.13 -$387,182.72
Grand Total $13,133,831.21 $12,117,693.74

Note: The bulk of the advances come from the travelling imprests and the salary advances. The total value of advances given out
by the government in 2016 is almost a million dollars.

Statement VIII: Advance from Deposits: 2016

As in previous years, there is no advance from the government deposits was made in 2016. .
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Statement IX(a) : Deposits with the Government of Kiribati as at 31st December 2016

Division Description

2016

2015

1 DNE S0058 DNE -$1,253,402.14 -$1,020,977.67
subtotal -$1,253,402.14 -$1,020,977.67
2 Public TO059 SAYE -$15,191.65 -$12,901.65
officers
Q0057 Salary allotment -$21,617.35 -§21,517.35
subtotal -$36,809.00 -$34,419.00
3 Sundry 05000 Sundry deposit4 $27,695.20 $39,268.40
deposits
00057 Sundry deposit3 $0.00 $0.00
00050 Sundry deposit2 -$10,102,590.21 -$5,154,639.67
00000 Sundry depositl -$145.54 -$145.54
subtotal -$10,075,040.55 -$5,115,516.81
4 Telmos P0O053 Telmos received (PF27) -$118,342,458.62 | -$96,195,722.88
P0052 Old telmos received 2 (PF27) | -$18,026,805.72 -$17,925,600.72
P0O051 Old telmos received 1 (PF27) | -$122,024,909.68 | -
$121,988,839.43
10053 Telmos paid (PF25) $167,364,046.93 $144,240,516.77
10052 Old telmos paid 2 (PF25) $20,827,662.54 $16,042,483.68
10051 Old telmos paid 1 (PF25) $81,407,807.38 $81,407,807.38
subtotal $11,205,342.83 $5,580,644.80
Grand Total -$159,908.86 -$590,268.68
Notes:

(1) The details of “Sundry deposits” is provided below.
(2) The entries for the telmos are no longer valid except for the P0053 and 10053. But these are still on the GL but once the GL is
cleaned these will no longer appear (i.e. the P0051, P0052, 10051 and 10052).
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Statement IX (b): Sundry Deposits with the Government of Kiribati as at 31st December

2016
NAC Description OriginalBudge Revised Actual Exp Variance %
t Budget

201 KPF Contribution $3,256,300.59 | $3,263,964.5 | $2,973,156. | $290,808.3 | 1.70%
5 24 1

202 Salaries $42,217,128.1 | $36,797,973. | $36,667,584 | $130,389.1 | 21.00

6 29 .16 3 %

203 Housing Assistance $1,196,250.00 | $1,007,791.6 | $992,922.41 | $14,869.26 | 0.60%
7

204 Allowances $4,623,936.22 | $4,501,522.5 | $4,566,663. | ($65,141.0 | 2.60%
9 59 0)

205 Overtime $2,256,515.97 | $2,974,156.0 | $3,210,456. | ($236,300. | 1.80%
1 66 65)

206 Temporary Assistance $1,200,218.76 | $2,245,352.7 | $2,249,071. | ($3,718.74) | 1.30%
4 48

207 Wages $109,343.20 $113,083.00 | $103,725.77 | $9,357.23 0.10%

208 Leave grants $6,810,600.00 | $6,164,761.9 | $6,161,342. | $3,419.27 | 3.50%
5 68

215 Transport to work $2,109,643.50 | $2,475,830.7 | $2,455,190. | $20,640.02 | 1.40%
1 69

Statement X: Contingent Liabilities (as at 31st December)

2016 2015 2014

Letter of Credit Facility (Firetruck US$1.6 million) | $ 2,433,627 $ 902,720 $902,720

VISA Business Card Facility $280,000 $280,000 $280,000

Liabilities with IMF $6,891,191 $6,891,191 $6,891,191

(Promissory Notes 3,990,000 SDR)

Liabilities with World Bank (IBRD) $1,880,829 $1,880,829 $1,880,829

On Call 990,000 SDR

Liabilities with IDA $93,264 $93,264 $93,264

On Call 54,000 SDR

TOTAL $13,378,911 $10,048,004 $10,048,004

“A contingent liability is a potential obligation that may be incurred depending on the outcome of a future
event. A contingent liability is one where the outcome of an existing situation is uncertain, and this
uncertainty will be resolved by a future event’.

VISA Business Card Facility is an advance facility with the ANZ bank to support expenses of travelling
permanent secretaries and ministers. There is a “cap” or maximum amount of $5,000 for each except the
President who is given $50,000.

Air-Service Facility is to support future and “unknown” expenses incurred in order to maintain the Fiji Airways
service to Christmas island. Future Purchase of Firetruck and other capital acquisitions also included.
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Statement XI: Investments Balance as at 31st December 2016

Allocation Description 2016 2015
1. RERF
V0060000100A Investments with HSBC $18,478.29| $371,865,017.32

V0060000200A Northern Trust
V0060000203A State street
V0060000204A Black Rock

$428,744,109.50
$57,854,285.79
$439,348,634.20

$384,394,184.62
$80,850,388.02
$0.00

Subtotal

$925,965,507.78

$837,109,589.96

2. Land

V0060000201A Escrow land purchase - Fiji

$9,300,180.00

$9,300,180.00

3. PIPA

V0060000202A PIPA trust fund

$2,623,224.00

$2,623,224.00

4. Other Investments

V0060000104A Esrow Investment $66,536.76 $66,536.76
V0060000105A IMF No. 2 $292,186.50 $292,186.50
V0060000106A World Bank $18,336.12 $18,336.12
V0060000107A International Development $11,693.05 $11,693.05
V0060000108A IFC Subscription $11,308.50 $11,308.50
V0060000109A Rothschild & Sons Investme $0.00 $0.00
V0060000110A AUD a/c 55-1999. 5th Annit $23,819.40 $23,819.40
V0060000124A Aud A/c 56-0449. 10th Ann $8,731.00 $8,731.00
subtotal $432,611.33 $432,611.33
Total | $938,321,523.11| $849,465,605.29

Notes

(1) The change of Fund Managers to Black Rock and Northern Trust.
(2) The total RERF of $926 million (2015: $837 million) may be different to the Investment Unit National Economic Planning Office
(NEPO) since NEPO treats the $58 million invested in State Street as not part of the RERF.
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Statement XIII - Arrears of Revenue (as at 31 December): 2011—2016

Prior 2011 Balance Outstanding prior 2011 $20,207,270.56
2011 Kiribati National Audit Office $2,000.00
Ministry of Education $4,130.00
Ministry of Finance and Economic Planning $1,092,471.27
$1,098,601.27
2012 Ministry of Finance and Economic Planning $2,515,315.89
2013 Ministry of Education $71,647.00
Ministry of Environment $85,335.50
Ministry of Finance and Economic Planning $4,504,508.00
$4,661,490.50

2014
Judiciary $893.00
Ministry of Environment $674,072.70
Ministry of Education $54,435.00
Ministry of Lines and Phoenix Development $243,196.47
$972,597.17

2015
Rurubao $5,080.25
Teabike College $23,660.00
Melangi Tabai Secondary School $11,525.00
KGV/EBS $17,410.00
Kiribati National Audit Office $389,900.00
Police $5,245.10
Maneaba ni Maungatabu $1,068.75
$453,889.10

2016
Ministry of Communication $537,004.30
Kiribati Police Services $294.00
Ministry of Lines and Phoenix Development $123,588.92
Maneaba ni Maungatabu $15,366.76
$676,253.98

Note: (1) The recommendation by PAC to write off the 2011 and prior years’ balances still await decision and approval

by Parliament.
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Statement XVI: Government of Kiribati Suspense Account (as at December 2016)

Code | Description

2016

2015

YA Suspense Account

$4,881,972.70

$4,885,358.56

Note: The balance increased by $3.385.86 in 2016 due to the imbalance noted when Attache is run. When
this amount is transferred to the “Suspense Account” the trial balance is balanced. However staff will try to
find out the problem so that the trial balance is properly balanced. But the “unbalanced amount” for previous
years will remain until Parliament gives approval to write it off. (Refer to Annual Account 2013 for full details
of the account and PAC’s report for the 2009 Annual Account)

Statement XVII: Unauthorized Expenditures by Ministry: 2016

MinistryName OriginalBudget Revised Budget Actual Expture Variance 2016 2015
Ministry of Health $21,166,728.57 $21,477,205.00 $22,047,213.91 $570,008.91 2.7% 14.6%
Police $7,736,541.91 $7,736,542.00 $7,890,271.15 $153,729.15 2.0% 0.9%
Judiciary $1,766,031.61 $1,766,033.00 $1,833,691.68 $67,658.68 3.8% 2.0%
Ministry of Finance $3,199,804.32 $3,199,805.00 $3,261,516.43 $61,711.43 1.9% 0.0%
Ministry of

ForeignAffairs $2,301,877.45 $2,301,878.00 $2,332,288.28 $30,410.28 1.3% 26.0%
Ministry of Environment $3,243,608.33 $3,243,609.00 $3,259,538.29 $15,929.29 0.5% 0.0%
Ministry of

Communication $3,149,292.51 $3,149,294.00 $3,154,452.31 $5,158.31 0.2% 0.0%
Ministry of Works $2,671,583.52 $2,776,563.00 $2,779,871.37 $3,308.37 0.1% 0.2%
Total $45,235,468.22 $45,650,929.00 $46,558,843.42 $907,914.42 2.0% 8.4%

Note: A brief analysis on this is presented in Section 2.3.

Statement XVIII: Balances on Remittance Account: 2016

The statement for RBC is provided along with the cash account Statement VI above. The idea is to group cash

account together under one common code MO.
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Statement XIX: Revenue Equalization Reserve Fund as at 31 December 2016

TYPES OF INVESTMENT Q4G1 Q4G2 HSBC Account | Northern Trust | State street Blackrock Total
BY Equities Bonds V0060000100A | V0060000200A | V0060000203A | V0060000204A
FUND MANAGERS HSBC HSBC Q4G1+Q4G2 (1) Q4G3 (2) Q4G4 (3) -4 (1+2+3+4)
OPENING MARKET VALUE $370,336,355.90| $1,528,665.77| $371,865,021.67|$384,394,184.62| $80,850,392.89 $0.00| $837,109,599.18
CONTRIBUTIONS $0.00! $0.00 $0.00| $35,000,000.00| $45,000,000.00| $35,000,000.00($115,000,000.00
CASH TRANSFER IN $0.00 $0.00 $0.00| $1,568,590.20 $0.00 $6,156,053.46| $7,724,643.66
CASH TRANSFER OUT -$39,095.19|-$1,529,495.01| -$1,568,590.20 $0.00 $0.00 $0.00[ -$1,568,590.20
ASSET TRANSFER IN -$352,433,342.36 $0.00(-$352,433,342.36| $3,758,698.00 $0.00| $352,265,880.95| $3,591,236.59
ASSET TRANSFER OUT $0.00 $0.00 $0.00| -$3,758,698.00 $0.00 $0.00| -$3,758,698.00
LESS DRAWDOWNS -$5,994,395.12 $0.00| -$5,994,395.12 $0.00(-$70,000,000.00 $0.00| -$75,994,395.12
$11,869,523.23 -$829.24| $11,868,693.99|$420,962,774.82| $55,850,392.89| $393,421,934.41|$882,103,796.11
ADD: INCOME $0.00
Dividend Income $185,163.34 $259.64 $185,422.98 $0.00 $0.00| $50,410,792.54| $50,596,215.52
Interest Income $1,273.72 $944.93 $2,218.65| $15,478,823.31| $2,022,138.43 $0.00| $17,503,180.39
Other Income $523.54 $0.00 $523.54 $0.00 $0.00 -$4,350.54, -$3,827.00
Settlement Variance $37.08 -$0.50 $36.58 -$27.09 $0.00 $0.00| $9.49
Currency Gain/Loss Security
Settlement $20,918.72 $0.00 $20,918.72 $0.00 $0.00 $0.00 $20,918.72
Settlement $5,991.03 $0.00 $5,991.03 -$2,300.06 $0.00 $0.00 $3,690.97
Currency Gain/Loss on Dividend
received $9,704.39 $0.00 $9,704.39 $0.00 $0.00 $0.00 $9,704.39
Average Gain/Loss on currency
disposal $16,915.61 -$0.01 $16,915.60 -$2,498.11 $0.00 $0.00 $14,417.49
Average Currency Gain/Loss $17,285,534.95 $0.00| $17,285,534.95 $0.00 $0.00 $0.00| $17,285,534.95
Average Security Gain/Loss -$34,250,798.24 $0.00| -$34,250,798.24 -$8,869.76 $0.00 $0.00| -$34,259,668.00
Miscellaneous Income $0.00] $0.00 $0.00] $0.00] $0.00 $0.00] $0.00]
Total Income -$16,724,735.86 $1,204.06| -516,723,531.80| $15,465,128.29| $2,022,138.43| $50,406,442.00| $51,170,176.92
LESS: EXPENSES $0.00]
Dividend withholding tax expense -$3,606.52 $0.00 -$3,606.52 $0.00 $0.00 $0.00 -$3,606.52
Management fees $0.00 $0.00 $0.00 $0.00 $18,245.53 $53,205.14 $71,450.67
Custodian Fees $0.00! $0.00 $0.00! $221,827.79 $0.00 $0.00] $221,827.79
Other Fees $29.14 $0.00 $29.14 $949.09 $0.00 $0.00 $978.23
Total Expenses -$3,577.38 $0.00 -$3,577.38 $222,776.88 $18,245.53 $53,205.14 $290,650.17
Net Income -$16,721,158.48 $1,204.06| -$16,719,954.42| $15,242,351.41| $2,003,892.90| $50,353,236.86| $50,879,526.75
APP/DEP -$4,865,565.64 -50.06| -$4,865,565.70| $99,415,522.31 $0.00|-$155,978,904.20( -$61,428,947.59
ADD: CLOSING UNREALIZED $4,173.07 -$0.05 $4,173.02| $91,954,505.58 $0.00|-$160,405,441.27( -$68,446,762.67
Net Gain/Loss on Unrealized $4,869,738.71 $0.01 $4,869,738.72| -57,461,016.73 $0.00] -54,426,537.07] -$7,017,815.08
CLOSING MARKET VALUE $18,103.46 $374.83 $18,478.29|$428,744,109.50| $57,854,285.79| $439,348,634.20($925,965,507.78

Source: Based on Investment Unit, NEPO, documents.

Overall Fund Performance

Revenue Equalisation Reserve Fund (RERF)

Northern Trust

Kiribati's RERF overall balance was increased by $88 million (or 10 percent) at 31st December 2016. This
was resulted from the increase in the Northern Trust fund balance (previously Nikko the fund manager) by
$44million (12%) partially offset by the decrease in State street cash trust fund by $22m (28%).

Blackrock

As discussed in 2015 annual account; fund managers had changed. Therefore almost all of the HSBC
balance transferred to the new fund manager Blackrock. As at 31st December 2016 Blackrock balance was
$439 million and the remaining balance with HSBC was only $18 thousand. In January 2016 there was a
contribution to State Street cash trust of $45 million. Later in July 2016 there was internal cash transfer
amounted of $70million from State Street cash trust fund and equally distributed to Northern Trust and
Blackrock. There was a notable decrease of 82% in RERF total expenses (which include management fees,
custodian fees etc.) incurred this year as compared to 2015. That is, the total expenses were $290,650.17
and $1.58 million for 2016 and 2015, respectively. Overall the net income gained in 2016 was $50.8 million.

The NEPO'’s record for the RERF is different with what reported in this annual account since NEPO classified
State Street as not part of the RERF but reported it separately as an offshore cash trust account.
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