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—Background

Broad PFM issues
Stagnant economy, Recurring budget deficits
Unsustainable RERBrawdowns Averaging $20m p.a.
Uncoordinated borrowing, Large Norconcessional debt

Poor SOE performance

Ineffective governance and accountability systems, No
systematic planning or business strategy

Ministerial directives without financial support -
dismissal of norcomplying boards

Some SOEs competing with Private busines®oor
profitability, Unpaid CSOs, Ad hoc subsidies

Unservicedbank overdraft/ loans z $20m bailouts, 4 yrs
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“Objectives
Phase I: 200% 2013 ADB TA No 716&KIR
OWAT T T I EA -AT ACAI AT O 0O
Phase IIl: 2014z 2017 ADB TANo 8478KIR
Owl EAT AET C %AT T 11 EA Al IlE

SOAOA | x| AA %l OAOPDOEOA 2?2

Main objective: mprove efficiency & effectiveness
of SOEg Governance, Accountability
. Cost effective services, Profitability, Tax, Dividends
. 2 OAAOA O] AOAlI B AUEEeGlor FE AL A D
Investment with Increased employment

. Reduced focus on SOEdMore focus on core sectors Law &
Order, Health, Education



“Phase | Activities

SOE Reform Steering Committee (SRSC) + seed fun
$0.5m7OAOEACAS OI #AAEIT AOh
Set up SOEMAU in MFEfongoing SOE oversight
SOEstocktake & Reform Plan

SOE Retain/Exit policy and Staff redundancy policy

Business Improvement Plan for 4 problem SOEs
Updating Financial statements and audits
Structural reform for 4 SOEg KSCL, BKL, OHL, BSL
2 closures due to Insolvency TKL, KHLP



“Phase |l Activities

SOE Act 2013 Legal framework for Governance and
Accountability reforms

- Statement of Intent (SOlY principal planning and
accountability document

. Half-Year and Annual Progress reports based on SOI
- Community Service Obligation (CSO) policy
SOE workshops for Directors/Senior Managers

Individual SOE reform transactions
. Sale of Telecoms and Captain Cook Hotel
- Merger of 2 Copra SOEs

- Institutional reforms: Shipping, PVU and PUB
(Electricity, Water, and Sanitation)
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“Observations and Lessons learnt

Reform success requires Commitment and Trust by all
stakeholdersz Donors, Cabinet, Officials, TA

SOE Reform Steering Committee (SRSC) chaired by

#EEAELE 3AAOAOAOU AAAAI A O
Initial funding approved of $0.5m supplemented by
Reform income
Consultative and consensus approach

Effective Framework and Structure to manage SOEs:

A SOE Act passed 2018Legal authority, processes

A SOE Monitoring & Advisory Unit within Ministry of
Finance responsible for SOE oversight
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Issues identified at outset evolve as work progresses
New aspects and dimensions added with new data

Donor flexibility needed for ToR, timing, funding, etc

Flexible and practical TA approach to issueg
requires competent personnel with bestpractice
experience

Social issues can delay or destabilize reform

Complicated land tenure needs early resolution

Redundancy creates hardship and Antieform
sentiments- toned down by changes to Redundancy

policy
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Aftermath to SOE reform needs cleaningp
Relates mostly to staff issues and creditor claings
highly susceptible to politicization
Should be standard part of reform program

Sale of shares is simplest and cleanest reform but
not always available or desirable e.g. Concessions

Try and resolve staff claims and Creditors as soon as
possible, retaining essential documentation

Retain Board (minimum members), OIC, Accountant
to handle claims
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“Challenges
Progressive Institutional reforms - No back -sliding
A Ax ' OAOI | AL OGO AxXAOAI !/

A High turnover of SOEMAU staff and Training needs

A CSO concept needs further work for increased
acceptance and implementation

A Further improve SOE profitability to pay dividends

Almprove Audit office capacity for timely audits
Complete Remaining SOE transactions

- PUB, Shipping, Copra merger, PVU
- New transaction (Captain Cook Hotel)
- Support of new Government is crucial
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SOE Retain/Exit Decision Tree
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Other

Does it

supply vital compelling

community reasons for
service state

obligations? ownership?

Is the
private sector
able to supply
these services?

No
Retain as SOE

state purchase

these services via
a CSO contract

with the private

Can these services
be provided on a

fully commercially
viable basis?

No

Yes Yes

It should not be
an SOE

Assess most Does it need

suitable way to to be an
exit state independent
ownership entity?

Yes

Contract with the
private sector via
a contestable
tender process

Reform as an
independent
state entity

——
Determine SOE Action SOE DeC|S|0n Tree
Is the Is the Is the primary R sannaana
primary role No i I No role No ;
) > primary role > e »1 the primary
commercial? regulatory? administrative? po

Absorb into a
ministry
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Workstream?2: SOEspecific transactions—

 Exits or Divestments

Kiribati Supply Co Ltdz insolvent hardware, shares
sold Apr 2011z redeveloped as shopping mall, rental
shops/offices, Hotel, restaurant, etc

Bobotin Kiribati Ltd 7 insolvent Food importer, Sale of
shares tender rejected Aug 2013 and BKL closed
down, Govt retained sites, other assets auctioned

Otintaal Hotel Ltd z PPP Concession awarded July
2013 to local businessman, Deferred Milestones

Telecom Services Kiribati Ltd; Sale of Business to
ATHKL May 2015

Betio Shipyard Ltdz Insolvent shipyard, PPP
Concession awarded June 2015, Foreign partner to
fulfil Insurance terms
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WorkstreamH Y 6/ 2V QRO —
Closed due to Insolvency:

Television Kiribati Ltd zOct 2012

Kiribati Handicrafts & Local Produce 2013
Work -In -Progress

Complete Merger for Kiribati Copra Coop Society and
Kiribati Copra Mill Ltd

Kiribati Shipping Services Ltdz Likely proposal for
Management contracting

Plant & Vehicle Unitz to be absorbed under MPWU
Capt Cook Hotel Kiritimati ) z Joint venture or sale
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Workstream1: Institutional reform—
- AEL O Al LBl IAIL OO jf#]I I OB6AC
SOE Act 201% Legal authority and framework for
reforms - governance & accountability systems

Statement of Intent (SOI} Introduced by SOE Act
as principal planning and accountability document

Cabinet approval for CSO policy + Business
Improvement Plans as condition for bailouts

Updating Financial statements and audits

SOE workshops held for Directors, CEOs, FMs,
HRMsz SOE Act requirements, Director
responsibilities, Planning and accountability using
SOl, Financiamodelling, HR issues, etc.
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SOEs (16 currently

operating)

No. of years in arrears

2009

|

2015

Kiribati
Kiribati
Kiribati
Kiribati
Kiribati
Kiribati
Kiribati
Kiribati

Air Kiribati Ltd

BP A (Broadcasting)

Capt Cook Hotel Ltd
CPPL (Seaweed etc)
Dev Bank of Kiribati

Copra Coop Soc
Copra Mill
Housing Corp
Insurance Corp
Oil Co. Ltd

Ports Authority
Shipping Services
Solar Energy Co

Plant and VVehicle Unit
Public Utilities Board
TACL (Aggregate Co)
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SOE profitability 2009 - 2014
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v mary of SOE Transactions

Kiribati Supplies Co Ltd Hardware import Sale of shares 2011
Bobotin Kiribati Ltd Food wholesale Sale of assets 2013
Otintaal Hotel Ltd Hotel (South Tarawa) PPP Concession 2013
Telecom Services Kiribati Ltd Telecoms Sale of business 2015
Betio Shipyard Ltd Slipway, Boat building PPP Concession 2015
SOEReform under WIP SOE main business Transaction Year
Kiribati Copra Cooperative Copra marketing Merge with Mill

Kiribati Shipping Services Ltd DOmestic Shipping Contracted CSO

Plant and Vehicle Unit Govt vehiclesadmin Absorbinto GoK
Captain Cook Hotel Ltd Hotel (Kiritimati ) Sale or PPP

SOE Insolvent & closed down SOE main business Transaction Year
Television Kiribati Ltd TV, Electronic retail Closed down 2012

Kiribati Handicraft Loc Produce Handicrafts, local produce Closed down 2013
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—_—Summary of SOE Transactions™

Initially 23 SOEs in 2009, 5 completed Exits + 2
Closures = 16 Current SOEs

WIP 4 Transactions, so 12 SOEs expected by end of
reform program

—

SOE Business Improvement Plans Completed for 5
SOEs (including PUB)

Summary Profile; 16 Current SOEs
Represent $176m assets(18% of Total stock)

Contributed around 12% to GDP in 2014

Achieved Average ROE and ROA of 3.8% & 2.9%
over 2010z 2014 period
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