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Our Vision

Safe water for a healthy nation

Our Mission

“To provide reliable and safe water supply and sewerage systems within
our area of operations in Solomon Islands, while working in partnership
with the community to plan, deliver and operate infrastructure in a manner
that seeks to minimize the social and environmental impacts of our
activities.”

Our Values

Purposeful - Everything we do is aimed at delivering a betterservice.
Challenging - We strive for continuous improvements.
Customer Focused - We aim to excel the expectations of our customers.

One Team - We strive to work together as one team to achieve our
corporate objectives

Ethical - We are open and honest about performance and meet our
commitments in a reasonable manner.
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Chairman’s foreword

It is my pleasure to present the 2016 Annual Report for the Solomon Islands Water
Authority, trading as Solomon Water.

This report covers the 2016 Financial Year 1 January to 31 December. I[tidentifies
the vision and mission of the Authority and describes the governance structure
and outlines the challenges and achievements experience during the year.

SIWA is a State Owned Enterprise that provides essential infrastructure and plays
a central role in the delivery of urban water and wastewater services in Solomon
Islands. At present it provides water in Honiara and the provincial centres of Auki,
Noro and Tulagi, as well as limited wastewater services to parts of Honiara.

For the Board members, and myself it is gratifying to see the continuous progress
SIWA has made this year in service delivery and organisational management.

With SIWA having a General Manager, it means we can get on with our business
with little disruption as experienced in the two previous years. This year we have
posted an even stronger financial outturn, however, we are still reliant on the
ongoing support of the government through Community Service Obligation, as
well as donor aid to fund some of our investments, including the funding of 2
executives and 1 technical advisor. Consequently, we are not in a position to offer
a dividend to the Crown for 2016. Notwithstanding this, | am proud of the 2016
results and know that SIWA continues on the path to being strong and sustainable
SOE in Solomon Islands.

We continue to carry vacancies on the Board making quorum for meetings
challenging. Transparency in reporting and governance of the executive has
improved and we continue to nurture appropriate skills and gender balance
needed to ensure SIWA continues to benefit from good governance. We urge the
government to support us in appointing new Board members in accordance with
the SOE Act.

Government support is also urgently needed to assist in managing landowner
issues, not only at Kongulai in Honiara but at all our operational sites.

I wish to thank the government of Australia for their ongoing support in
providing water to the citizens of Solomon Islands.

I look forward to the future of SIWA and commend to you this report.

radford
Chairman
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General Manager’s Overview

2016 has brought many challenges to SIWA, and | am proud that we have been able to finish the
year in such a strong position and having achieved many milestones.

SIWA has again delivered a strong result and achieved an unqualified Audit for the fourth year in
a row, as well as above budget revenue and profit. This is testament to the ongoing strong
financial management and good control of expenditure. There has been re-organisation of the
staff structure to ensure SIWA delivers on its strategies.

We have made good progress on our 30 Year Strategic Plan (2017-2047), 5 Year Action Plan
(2017-2021) and Tariff Review. The Strategic Plan will be the overarching document guiding the
next 30 years with the 5 Year Action Plan providing detail on the short to medium term.

Key programmes such as non-revenue water, installation of pressure management and bulk
water meters funded by DFAT, and pipeline renewals have continued.

Installation of SCADA control and monitoring equipment is now complete, while the construction
of the new trunk main from Titinge through to East Kola is underway, and design of a new storage
tank for East Kola should be ready for tender in 2017. These are major investment projects

partially funded by DFAT.

We continue to have issues associated with land management and again request Government
support in securing permanent and unrestricted access to all our water supply infrastructure.

Willingness of customers to pay for their water remains a challenge, however, we are hoping that
the introduction of the pre-paid "Cash water” meters (currently being trialled) will encourage
people to pay and also manage their budgets better. It will potentially reduce conflict with
customers especially in relation to disconnections of water for unpaid debts, whilst effectively
reducing associated operational costs and improve cashflow.

Overall, 5SIWA has continued to show improvements in the quality of service we provide to our
customers, through continuity of supply and drinking water compliance, customer
responsiveness and overall professionalism, however, there remains more to do.

I would like to take this opportunity to thank the Chairman and the Board of Directors for their
guidance and support, my Executive, Senior Managers and staff for their teamwork, in what has
been a challenging yet successful year.

General Manager

SOLOMON ISLANDS WATER AUTHORITY ANNUAL REPORT 2016 3



Governance

The oversight of the Solomon Islands Water Authority is vested in the Board of Directors,
who were appointed under the SOE regulations 2010. The Board is responsible for
policy formulation, oversight of the operations and general administration of the affairs
of SIWA, and reports to the two Accountable Ministers responsible for SIWA - the
Minister of Finance and Treasury, and the Minister of Mines, Energy and Rural
Electrification.

The Board has a Chairman and 4 Directors who are shown below and two vacant

positions.
N !I > AL |

Phil Bradford David Laurie Carson Korowa  Trevor Palmer Ethel Tebengi
Chairman Frances

The vacancies are due to the resignation of Antoinette Wickham in mid-2014 and Janet
Marau in 2016. All remaining Directors have come to the end of their 3-year terms. They
remain on the Board until new appointments are made. The Board has advertised for,
vetted, shortlisted and submitted applicants for new members to the Accountable
Ministers in early 2016, but continue to await the appointments to be made.

An Audit sub-committee chaired by member Ethel Francis supports good governance
and reviews reports and audits carried out by our Internal Auditor. An external
appointee to this committee was made during the year.

Organisational Structure

SIWA has 125 staff in four groups operating under the direction of the General Manager
as shown in the diagram below.
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Report of the Operations of Solomon Islands Water Authority

This section discusses the achievement of SIWA against the objectives and work plan of
the “Statement of Corporate Objectives 2016 - 2018" (SCO), as submitted to the

Ministers in November 2015.

Strategic Issues

The SCO identified 14 strategic issues that presented specific challenges to SIWA over
the period 2016 to 2018, and comments on each are discussed in the table below:

Strategic Issue identified

Annual report comment

Strategic

Strategic Plan -The single most pressing matter facing
Solomon Water is the rapid and ongoing growth in Honiara,
The population is forecast to be over 190 000 people by 2030
and we need to understand and begin planning and funding for
this urgently. Integration with Honiara City Council and MID is
essential and Solomon Water is starting the process of
preparing a strategic plan to address this. The plan will be
funded by DFAT and should be complete by mid-2016.

30 Year Strategic Plan (2017-2047),
5 Year Action Plan (2017-2021) and
Tariff Review preparation
contracted out to HunterH20. Final
document is due for release in April
2017.

Operational and Technical

Connectivity and capacity of the water transmission
system: Although the performance of the network has been
greatly improved with the completion and hand-over of the JICA
Grant Aid project (Project for the Improvement of Water Supply
Systems for Honiara and Auki), there remain some significant
weaknesses in the system that prevent Solomon Water from
utilising its increased water resources in the most
advantageous manner. A further approximately 6.5 km of
250/300mm transmission mains are required to provide
flexibility in operation and facilitate the efficient transmission
of water to the eastern parts of Honiara from sources in the
west. It is expected that the additional pipelines will be
constructed during 2016.

4.6 km Trunk main Project-Contract
awarded to Reeves International.
Work commenced around
December 2016 and should
complete September 2017

Further transmission mains will be
considered for future years
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Condition and capacity of the small diameter distribution
network: It is estimated that 40 km of distribution pipes are in
urgent need of replacement due to their condition or limited
hydraulic capacity. A further 50km of the network may require
significant improvement. Until these problems are investigated
and solved, Solomon Water will not be able to guarantee 100%
water supply coverage in it areas of operation. However, a
targeted program of mains replacement and improvement has
been commenced and will continue on a prioritised basis during
2016 and beyond.

Project has started last quarter of
2016. 3 km was completed in

Honiara. In 2017 itis anticipated
12 km will be replaced. Ongoing.

In Auki, work has started focusing
on upgrading system components
and associated pipelines.

Increased budget has been
allocated for 2017.

Non-Revenue Water Losses - Non-revenue water is estimated
to represent about 60% of the volume of water produced. The
main losses are the result of physical leakage, direct unmetered
connections and illegal connections. A detailed strategy and
plan for NRW reduction has been formulated with assistance
from JICA and implemented and will continue during 2016 and
beyond. It is expected that the full program will take at least 5
years to complete.

Half of the required District
Metering Areas (DMA’s) have been
established, and the remainder will
occur in 2017, There are 27 DMAs
in total (Honiara}

NRW in Provinces yet to start.

Municipal waste collection and disposal - The standard and
extent of Solomon Water's municipal sewerage system is
limited and under-capacity. The environmental impact of the
discharge of raw effluent to the sea and rivers is serious.
Limited remedial work has commenced but more detailed
analysis of the issue is intended through the strategic plan
process.

Point Cruz pumps and new
generator installed, showing
significant reduction in overflows to
the foreshore.

King George pump and generator to
be installed in 2017,

Wastewater Strategic Plan is
incorporated in the 30 Year
Strategic Plan and 5 Year Action
Plan due for completion April 2017

Financial

Financial status - A reasonable and stable, but fragile, financial
condition has been achieved and this will be Ffurther
consolidated and improved to ensure the sustainability of the
organisation. 4 key roles are presently funded by Australian
Aid, without which the company would be making a substantial
loss.

Financial position further
consolidated with better than
budgeted revenue and profit.
SIWA still unable to fund its 2
expatriate executives and 1
technical advisor.

Water and Waste Tariff - Agreement on an economic tariff
level and structure that provides certainty in Solomon Water's
financial status is essential to the sustainability of a healthy
water supply operator able to meet the increasing demands of
the future. The additional costs incurred in operating the new
infrastructure provided by the JICA Grant Aid water supply
improvement project will require the tariff to be adjusted.

Full Tariff review is now in
progress as part of the Strategic
Plan, which should be completed
by April 2017,

Itis anticipated that an increase in
tariff will be required for future
years to fund the significant
upgrades required.
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Collection of Debt - The legal system in Solomon Islands to
support the collection of debt is weak and does not provide the
necessary level of support to assist Solomon Water in
improving its debt situation. Significant progress has been
made on the recovery of debt and policies have been put in
place to better manage this into the future,

Ongoing improvement in debt
collection and reduction in days
receivable.

SIWA is trailing cashwater, which
should address some of the issues
and improve revenue collection.

Government debt - The level of debt owed by 5IG for water
services provided to government organisations has improved
but there remains a recurrent challenge in persuading
organisations to pay their accounts on time.

Situation generally improving,
although a few ministries continue
to generate challenging debt.
Disconnection policy is applied to
all overdue accounts regardless of
account holder,

Water supply to disadvantaged communities - The
burgeoning increase in the population residing in informal
settlements and the continued and uncontrolled
development of these settlements imposes an increasing
burden on Solomon Water, often through water theft. We
foresee a demand for provision of water services to these
communities despite the fact that Solomon Water cannot legally
service properties that do not possess formal leases. The ability
of these communities to pay for water services is also doubtful.
A policy must be agreed with government on how the provision
of a basic, lifeline water supply can be provided with
government financial support through a new community
service obligation contract. We are currently investigating
“cashwater” meters along the same lines as the highly
successful cashpower electricity system.

Worsening issue. No progress
regarding agreement with
Government on lifeline water
supply. CS0 is targeted at
provincial operations only, but
significant problem in Honiara.
2016 CS0 received. SIG is now
requesting 2017 CSO to cover
investment projects. These were
supplied by SIWA and it includes
informal settlements. However,
CS0 is anticipated to be less than
2016.

Pre-paid “Cash Water” water meter
trial successful and Board to
consider full implementation in
early 2017.

Legal

Land disputes and resource utilisation on Customary Land
- The security of water resources and water supply continues
to be threatened on a regular basis by landowners (customary
or otherwise) claiming compensation for the abstraction of
water or access to water infrastructure, A landmark court case
in 2015 has clarified the issue and no compensation for flowing
water is payable.” There remain however significant landowner
issues despite this ruling.

Firm Government support is
urgently required.

Considerable difficulties
encountered at Kongulai in Honiara.
Issues have also occurred in the
provinces with supplies disrupted
through landowner actions.

Service Delivery and Communications

Image and reputation - The image and public reputation of
Solomon Water has greatly improved through our ability to
provide almost 100% coverage and 24 hour water supply. We
will continue to enhance our reputation through ongoing
development and improvement of improved customer care
strategies.

Ongoing improvements in this area.
Customer service improvement
training is ongoing, however more
work is required in future years.
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Organisational Effectiveness

Organisational capacity - Weaknesses in the capacity of the
organisation to manage efficiently and effectively have been
reduced but some remain. There has been significant change in
senior management in 2015 and Solomon Water is rebuilding
its staff relationships, organisational capacity and culture.

Operations division substantially
restructured to better position for
future needs.

Leadership training provided to all
managers and team leaders.

Accommodation and Operational depot Facilities - Solomon
Waters Mataniko depot accommodation is old and decaying and
the administration team moved to new temporary premises
during 2015 to alleviate overcrowding issues. Solomon Water
was also forced to relinquish its storage facilities on Ministry of
Infrastructure land to make way for the new roundabout
proposed at Mataniko. This has placed considerable
uncompensated financial burden on the company and makes
for operational inefficiencies.

We lack even the basic facilities (e.g. stores, workshops and staff
welfare facilities) required by a modern water and waste water
operator. The existing accommodation is now impairing the
ability of Solomon Water to implement proposed performance
improvements and deliver the expectations of our supporting
donors. In late 2014 an application to SIG for assistance from
the 2015 SIG development Budget was rejected.

Through the Strategic plan Solomon Water will address this
matter and further funding assistance will be required in order
to allow Solomon Water to continue to develop into a viable and
efficient company as required by the SOE Act

Renovation of existing buildings at
Matanikau completed which
includes establishment of a much
improved stores space.

Matanikau Office complex and
warehouse facility projectis a key
projectin 2016. A number of
related project activities already
underway. Actual bid for design
and build is anticipated to be let in
May 2017.

Government support required
through the Minister of Finance
granting permission for SIWA to
raise debt to fund depot project.

Objectives, Proposed Actions and Performance Targets

The table on the following pages outlines the objectives, proposed actions and
performance targets that SIWA established in November 2016.
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Office of the Auditor-General

Solomon Islands Office <§&g~ E‘:n?:;ﬂlﬂ
of the Auditor-General Solomon Islands

Telephone: +(677) 28695
Facsimile: + (677) 22006

Mr lan Gooden Your Ref.:

General Manager

Solomon Islands Water Authority Our Ref.: 2016-A-1160
HONIARA

SOLOMON ISLANDS Date: 31 March 2017

Dear General Manager,

Independent Auditor’s Report of the Solomon Islands Water Authority for the year ended
31 December 2016

I am pleased to advise you that | have today submitted to your Chairman copies of my Independent
Auditors Report on the financial statements of the Solomon Islands Water Authority for the years ended
31" December 2016.

I have also forwarded a copy to the Minister pursuant to section 47(3) of the Public Finance and Audit
Act [Cap. 120], for the purposes stipulated in subsection 4.

A management letter detailing the issues identified during the audit is also enclosed for your
information.

I would also like to congratulate the finance team on their efforts in ensuring that SIWA receives
an unqualified audit opinion.

Yours sincerely,

A

Peter Lokay
Auditor-General

cc: Finance and Administrations Manager SIWA,.
cc: Director, Economic Reform Unit MOFT

We provwste Public Sector Ammmhimﬂ
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SOLOMON ISLANDS WATER AUTHORITY

FINANCIAL STATEMENTS _
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Confents

Table OF COMIEIES. ... ooet it e ee et iae e cre e e cee s eemee e ane s 2as e raeann e e gee e s
DIFECHOTS FEPOM. . ..oveecvrcees e e et e ese st eassess et sesese eessesaseees sas s ee eea s sreeas s eeenes
Statement DY dirBOIOTS. .. ... oot cee et e ee e e e e e s eeres e e e e e aannnn e nne
Independent audit report... ... e
Statement of comprehensive INCOME...........ooiiiiiii i e s s e ssne o
Statement of Changes iN EQUITY...........coiiiiiiii s i e eer et sa ere s eer e e eeernn s e
Statement of financial position.............c.ooo
Statement of cash floW. ... s e

Notes to the fINanCial StalEIMENES. ... ..vee et iiies e cessessesseesrsaseansnassen sensmnmnssnsanssnnan

SOLOMON ISLANDS WATER AUTHORITY ANNUAL REPORT 2016

14

15-16

17

18-19

20

21

22

23

24 - 11




SOLOMON ISLANDS WATER AUTHORITY

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2016

DIRECTORS' REFORT

In accordance with a resolution of the Board of Directors, the directors herewith submit the Statement of Financial
Position of the Authority at 31 December 2018, the related Statement of Comprehensive Income, Statement of
Changes in Equity and the Statement of Cash Flows for the year then ended on that date and report as follows:

Directors

Directors at the date of this report are;
Phil Bradford Ethel Frances Carson Korowa
David Laurie Trevor Palmer

State of affairs

In complying with the Solomon Islands Water Authority Act and the State Owned Enterprises Act of 2007, the Direclors
hereby submit the financial statements of SIWA consisting of the statement of financial position as at 31 December
20186, staterment of comprehensive income, statement of changes in equity and slatement of cash flows of SIWA for
the year then ended.

Principal Activities
The principal activity of the Authority during the year was the treatment and distribution of water in the Solomen
Islands.

Results
The operating profit for the year was SBD 25,271,515 (2015: SBD 7,176,152).

Dividends
The Directors recommend that ne dividends be declared for the financial year (2016: nil).

Reserves
The Directors propose that no transfer be made to reserves.

Bad and Doubtful Debts
Prior to the completion of the Authority's financial statements, the Directors took reasonable steps to ascertain that
action had been taken in relation to writing off of bad debts and the provision for doubltful debts. In the opinion of the
Directors, adequate provision has been made for doubtful debts.

As at the date of this report, the Directors are not aware of any circumstances, which would render the amount written
off for bad debts, or the provision for doubtiul debts in the Authority, inadequate to any substantial extent.

MNon Current Assets

Prior to the completion of the financial statements of the Authorily, the Directors took reasonable steps to ascertain
whether any non current assets were unlikely to be realised in the ordinary course of business compared to their
values as shown in the accounling records of the Authority. Where necessary these assets have been written down or
adequate provision has been made to bring the values of such assets to an amount that they might be expected to
realise.

As at the date of this report, the Directors are not aware of any circumstances which would render the values attributed
to non current assets in the Authority's financial statements misleading.

Basis of Accounting

The Directors believe the basis of the preparation of the financial statements is appropriate and the Authority will be
able to continue in operation for at least twelve months from the date of this statement Accordingly, the Direciors
belisve the classification and camying amounts of assets and liabilities as stated in these financial statements to be

appropriate.
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SOLOMON ISLANDS WATER AUTHORITY
DIRECTORS' REPORT - continued
FOR THE YEAR ENDED 31 DECEMBER 2016

Unusual Transactions

Apart from these matters and other matters specifically referred to in the financial statements, in the opinion of the
Directors, the results of the operations of the Authority during the financial year were not substantially affected by any
item, transaction or event of a material and unusual nature likely, in the opinion of the Directors, to affect substantially
the results of the operations of the Authority in the current financial year, other than those reflected in the financial
statements.

Events Subsequent to Balance Date

Mo matters or circumstances have arisen since the end of the financial year which significantly affected or may
significantly affect the operations of the Authority, the results of those operations, or the state of affairs of the Authority
in future financial years.

Other Circumstances
As at the date of this report:

a) no charge on the assets of the Authority has been given since the end of the financial year to secure the liabilities
of any other person;

b} no contingent liabilities have arisen since the end of the financial year for which the Authority could become liable;
and

€) no contingent liabilities or other liabilities of the Authority have become or are likely to become enforceable within
the period of twelve months after the end of the financial year which, in the opinion of the Directors, will or may
substantially affect the ability of the Authority to mest its obligations as and when they fall due.

As at the date of this report, the Directors are not aware of any circumstances that have arisen, not otherwise dealt
with in this report or the Authority’s financial statements, which would make adherence to the existing method of
valuation of assets or liabilities of the Authorily misleading or inappropriate.

Directors’ Benefits

Since the beginning of this financial year, no Director has received or become enfitled to receive a benefit (other than
those included in the aggregate amount of emoluments received or due and receivable by Directors shown in the
financial statements or received as the fixed salary of a full-time employee of the Authority) by reason of a contract
made by the Authority with the Director or with a firm of which he is a member, or with a Authorily in which he has a
substantial financial interest. '

For and on behalf of the Board and in accordance with a resolution of the Directors.

=
Dated this_?zf day of Macl. 2017.

Director
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SOLOMON ISLANDS WATER AUTHORITY
STATEMENT BY DIRECTORS
FOR THE YEAR ENDED 31 DECEMEER 2016

In the opinion of the Directors:

(a) the accompanying income statement of the Authority is drawn up so as to give a true and fair view of the results of
the Authority for the year ended 31 December 2016;

(b) the accompanying statement of changes in equity is drawn up so as to give a true and fair view of the changes in
equity for the year ended 31 December 2016 ;

(c) the accompanying statement of financial position of the Authority is drawn up 50 as to give a true and fair view of
the state of affairs of the Autheority as at 31 December 2016;

{d) the accompanying statements of cash flows of the Authority is drawn up so to give a true and fair view of the cash
flows of the Authority for the year ended 31 December 2016;

(e) at the date of this slatement there are reasonable grounds to believe the Authority will be able to pay its debls as
and when they fall due; and

{f) all related party transactions have been adequately recorded in the books of the Authority.

For and on behalf of the Board of Directors by authority of a resolution of the Directors.

=4
Dated this 3| dayof  Marels 2017,

___________________________ oy

Director Director
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Solomon Islands Office ~%¢~»
of the Auditor-General

INDEPENDENT AUDITOR'S REPORT
To the Board of the Solomon Islands Water Authority trading as Solomon Water
Report on the Financial Statements

Opinien

We have audited the financial statements of Solomon Islands Water Authority (the Authority), which comprise
the statement of financial position as at 31 December 2016, and the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies and other explanatory notes,

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the
Authority as at 31 December 2016, and of its financial performance and its cash flows for the year then ended
in accordance with the International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standard on Auditing (ISA). Our responsibilities under
those standards are further described in the Auditor's responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Authority in accordance with the International Ethics Standards
Board for Accountant’s Code of Ethics for Professional Accountants (IESBA Code) together with the ethical
requirements that are relevant to our audit of the financial statements in the Solomon Islands and we have
fulfilled our other ethical responsibilities in accordance with these requirements and the IESBA Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Responsibilities of the Management and Directors for the Financial Statement

Management and the Directors are responsible for the preparation and fair presentation of the Financial
Statements in aceordance with International Financial Reporting Standards, and for such internal control as the
management determine is necessary to enable the preparation of the financial statements that are free from
material misstatement, whether due to fraud or error

In preparing the financial statements, the management and Directors are responsible for assessing the Authority’s
ability to continue as a going concern, disclosing, as applicable, marters related to going concern and using the
going concern basis of accounting unless management and Directors either intend to liquidate the Authority or
to cease operations, or have no realistic alternative but to do so.

The management and Directors are responsible for overseeing the Authority’s financial reporting process.

Aunditor's Responsibilities for the Audit of the Financial Statement

Our objectives are to obtain reasonable assurance about whether the about whether the Financial Statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not guarantee that an audit
conducted in accordance with 1SA will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or aggregate, they could reasonably be
expected to influence the economic decisions of users taken on basis of the financial statements.

As part of an audit in accordance with ISA, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also:

o Identify and access 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
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misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

¢  Obtain an understanding of internal control relevant to the audit in order to design audit procedure that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Authority’s internal control.

s Evaluate the appropriateness of accounting policy used and the reasonableness of accounting estimates
and related disclosures made by management.

s Conclude on the appropriateness of the management’s and Directors’ 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 Authority’s ability to continue as going
concern. If we conclude that material uncertainly exist as, 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. Our conclusions are based on the audit evidence obtained up to the
date of our auditor’s report. However, future events as or conditions may cause the Authority to cease
to continue as a going concern.

s FEvaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statement represent the underline transactions and events in a
manner that achieves fair presentation.

We communicate with the management and Directors 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 the management and Directors 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.

Report on Other Legal and Regulatory Reguirenients
In accordance with the requirements of the Solomon Islands State Owned Enterprises Act 2007, in our opinion:

a) proper books of account have been kept by the Authority, so far as it appears from our examination of those
books,

b) the accompanying financial statements:
i.  are in agreement with the books of the account; and
ii. to the best of our information and according to the explanations given to us, give the information
required by the Solomon Islands State Owned Enterprises Act 2007 in the manner so required. :

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

-

Peter Lokay Office of the Auditor-General
Auditor-General Honiara, Solomon Islands
31 March, 2017
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SOLOMON ISLANDS WATER AUTHORITY
STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2016

Continuing operations

Operating income
Other income

Revenue

Expenses

Corporate expenses
Depreciation and amortisation
Salaries and employee benefits
Impairment of financial assets
Repairs and maintenance
Tools and uniforms

Utilities

Water treatment

Other expenses

Finance expanse

Net profit for the year

Other comprehensive income
Other comprehensive oncome

Total comprehensive income for the year

Notes

21
2.2

2.3

2.4

2.5

26

2016 2015
SBD SBD
91,874,650 84,263,911
20,520,328 16,842,633

112,394,978 101,126,543
(9,016,179) (4,771,365)

(10,996,517) (11,223,438)

(20,078,728) (22,369,902)
(6,579,663) (6,625,858)
(7.782,085) (7.101,379)
(1,006,192) (668,850)

(28,959,547) (31,789,897)

(884,804) (592,501)
(1,613,546) (8,587,024)
(86,917,261) (93,750,225)
(206,202) (200,166)

25,271,515 7,176,152

25,271,615 7,176,152

The accompanying notes form an integral part of the Statement of Comprehensive Income.
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SOLOMON ISLANDS WATER AUTHORITY
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMEER 2016

Motes

Contributed capital

Balance at the beginning of the year

Additional capital contribution

Balance at the end of the year 12

Asset revaluation reserve
Balance at the beginning of the year
Movement during the year

Balance at the end of the year

Retained earnings/accumulated losses
Balance at the beginning of the year
Net comprehensive income for the year

Balance at the end of the year

Total Equity

2016 2015

SBD SBD
59,625,874 59,625,874
59,625,874 59,625,874
142,169,998 10,048,261
= 132,121,737
142,169,998 142,169,998
(23,102,964) {30,279,118)
25,271,515 7,176,152
2,168,551 (23,102,964)
203,964,423 178,692,908

The accompanying notes form an integral part of the Statement of Changes in Equity.
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SOLOMON ISLANDS WATER AUTHORITY
STATEMENT OF FINANCIAL POSITION
FOR THE YEAR ENDED 31 DECEMBER 2016

ASSETS

Current assets

Cash and cash equivalents
Trade and other receivables
Inventories

Prepayments and other assets

Non-current assets
Property, plant and equipment
Intangibles

TOTAL ASSETS

Liabilities

Current liabilities

Trade and other payables
Employee benefits liability
Deferred revenue
Payable to related party
Total current liabilities

Non current liabilities
Payable to related party
Deferred revenue

Total non current lability
Total liabilities

Total net assets

Equity
Capital contribution
Asset revaluation reserve

Retained eamingsfAccumulated losses

Total equity

TOTAL EQUITY AND LIABILITIES

The accompanying notes form an integral part of the Statement of Financial Position.

For and on behalf of the Board and in accordance with a resolution of the Directors.

2~

Director

Motes

0 & G

11
14 (g)

14 (e)
11

12

2016 2015
SBD SBD
47,845,117 30,768,015
17,004,490 16,391,930
10,533,597 8,559,899
3,088,001 613,037
78,471,205 56,332,881
271,744,704 273,864,608
19,208 57,621
271,763,912 273,922,229
350,235,117 330,255,110
12,268,193 10,159,852
2,299,081 2,982,116
8,940,509 10,280,194
2,831,147 2,981,642
26,338,929 26,403,804
2,022,478 2,664,816
117,909,287 122,493 582
119,931,765 125,158,398
148,270,694 151,562,202
203,964,423 178,692,908
59,625,874 59,625,874
142,169,998 142,169,998
2,168,551 (23,102,964)
203,964,423 _ 178,692,908
350,235,117 330,255,110
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SOLOMON ISLANDS WATER AUTHORITY
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2016

Operating activities

Met comprehensive income

Adjustment to reconcile profit to net cash flows
Depreciation and amortisation of assets
Amortisation of deferred revenue

Loss on dispasal of property, plant and equipment
Amortisation of discount on interest free loan

Interest income
Movements in employee benefit liabilities

Working capital adjustments:
(Increase)decrease in trade receivables
(Increase)/decrease in other receivables
(Increase) in inventory

(Decrease) in deferred revenue
Increase in trade and other creditors

Met cash flows from Operating Activities
Cash flows used in Investing Activities

Investing activities

Acquisition of plant and equipment
Interest received
Net cash flows (used in) Investing Activities

Financing activities

Repayment of related party borrowings
Net cash flows (used in) Financing Activities

Net increase in cash held
Cash at the beginning of the year

Cash at end of year

The accompanying notes form an infegral part of the Statement of Cash Flows.

MNote

2018 2015
SBD SBD

25,271,515 7,176,152
10,996,517 11,223,438
(8,940,510) (10,280,053)
. 5,605,709

217,037 217,037
(10,835) (16,871)
(683,035) 970,980
(612,560) 6,659,427
(2,474,964) 2,764,816
(1,973,698) (3,491,004)
. (1,447,589)

2,108,341 2,504,726
23,897,807 21,886,678
(5,821,670) (337,413)
10,835 16,871
(5.810,835) (320,542)
(1,009,870) (1,476,985
(1,009,870) (1,476,985)
17,077,102 20,089,151
30,768,015 10,678,864
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SOLOMON ISLANDS WATER AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2016

1.

Corporate Information
The financial statements of Solomon Islands Water Authority (‘the Authority’) for the year mw1 December
2016 were authorised for issue in accordance with a resolution of the Directors on the __ <" el Dea) 7

Solomon Islands Water Authority is a state owned enterprise established under the Solomon Islands Water
Authority Act 1993, The registered office and principal place is business is Mendana Avenue, Honiara, Solomon
Islands . The principal activities of the Authority are described in Mote 18. Information on other related party
relationships of the Authority is provided in Note 14.

Basis of preparation

The financial statements have been prepared on a historical cost basis, except for investment properties, land and
buildings classified as property, plant and equipment, contingent consideration and non-cash distribution liability
that have been measured at fair value. The financial statements are presented in Solomon Island Dollars and all
values are rounded to the nearest dollar,

The financial statements provide comparative information in respect of the previous period.

Statement of compliance
The financial statements of Solomon Islands Water Authority have been prepared in accordance with International
Financial Reporting Standards ("IFRS") as issued by the International Accounting Standards Board (IASB).

1.2 Summary of significant accounting policies

a) Revenue recognition
Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Authority and

the revenue can be reliably measured, regardless of when the payment is received. Revenue is measured at
the fair value of the consideration received or receivable, taking into account contractually defined terms of
payment and excluding taxes or duty, The Authority has concluded that it is the principal in all of its revenue
arrangements since it is the primary obligor in all the revenue arrangements, has pricing latitude, and is also
exposed to credit risks. The specific recognition criteria described below must also be met before revenue is
recognised.

Revenue earned from the provision of water services is measured at fair value of the consideration received
or receivable. Revenue s recognised when the service has been provided to the customer and consideration
is probable,

Interest income
For all financial instruments measured at amortised cost and interest-bearing financial assets classified as

available-for-sale, interest income is recorded using the effective interest rate (EIR). EIR is the rate that
exactly discounts the estimated fulure cash payments or receipts over the expected life of the financial
instrument or a shorter period, where appropriate, to the net camying amount of the financial asset or liability.
Interest income is included in finance income on the statement of profit or loss,

b) Government grants
Government grants are recognised where these is reasonable assurance that the grant will be received and all

attached conditions will be complied with. When the grant relates to an expense item, it is recognised as
income on a systematic basis over the periods that the related costs, for which it is intended to compensate,
are expensed. When the grant relates to an asset, it is recognised as income in equal amounts over the
expected useful life of the related asset,

When the Authority received grants of non-monetary assets, the asset and the grant are recorded as nominal
amounts and released to profit and loss over the expected useful life in a pattern of consumption of the benefit
of the underiying asset.

c) Taxes
The Authority is exempt from Income and Goods and Services Tax under the Sclomon Islands Water
Authority Act 1993
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2016

1.2 Summary of significant accounting policies (continued)

d)

&)

Property, plant and equipment

Construction in progress, plant and equipment are stated at cost, net of accumulated depreciation and
accumulated impairment losses, if any. Such cost includes the cost of replacing part of the plant and
equipment and borrowing costs for long-term construction projects if the recognition criteria are met. When
significant parts of plant and equipment are required to be replaced at intervals, the Authorily depreciates
them separately based on their specific useful lives. Likewise, when a major inspection is performed, its cost
is recognised in the carrying amount of the plant and equipment as a replacement if the recognition criteria are
satisfied, All other repair and maintenance costs are recognised in profit or loss as incurred. The present
value of the expected cost for the decommissioning of an asset after its use is included in the cost of the
respective asset if the recognition criteria for a provision are met.

The impairment accounting policy for goodwill and intangible assets with indefinite lives similarly applies to
other non-financial assets, including property, plant and equipment. Property, plant and equipment transferred
from customers are initially measured at fair value at the date on which control is obtained.

A revaluation surplus is recorded in OCl and credited to the asset revaluation surplus in equity. However, to
the extent that it reverses a revaluation deficit of the same asset previously recognised in profit or loss, the
increase is recognised in profit and loss. A revaluation deficit is recognised in the statement of profit or loss,
except to the extent that it offsets an existing surplus on the same asset recognised in the asset revaluation
surplus.

An annual transfer from the asset revaluation surplus to retained earnings is made for the difference between
depreciation based on the revalued carrying amount of the asset and depreciation based on the assst's
original cost. Additionally, accumulated depreciation as at the revaluation date is eliminated against the gross
carrying amount of the asset and the net amount is restated to the revalued amount of the asset. Upon
disposal, any revaluation surplus relating to the particular asset being sold is transferred to retained earnings.

Depreciation is calculated using the diminishing balance method using rates as follows:

Land and buildings 5%
Water systems 3% - 15%
Plant and equipment 3% - 15%
Furniture & fittings 25%
Motor vehicles 40%

An item of property, plant and eguipment and any significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss arising
on derecognition of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the statement of profit or loss when the asset is derecognised.

The residual values, useful lives and methods of depreciation of property, plant and equipment are reviewed
at each financial year end and adjusted prospectively, if appropriate.

Water systems and plant and equipment were revalued by Deloitte (Australia) during 2015. Due to the
specialised nalure of the assets, the depreciated replacement cost approach was used to assess the fair
value of the majority of the water infrastructure assets and the market approach was used to value a small
number of mobile plant assets.

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is their fair value at the date of acquisition. Following initial recognition,
intangible assets are carried at cost less any accumulated amortisation and accumulated impairment losses.
Internally generated intangibles, excluding capitalised development costs, are not capitalised and the related
expenditure is reflected in profit or loss in the peried in which the expenditure is incurred.
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2016

1.2 Summary of significant accounting policies (continued)
e) Intangible assets (continued)

The useful lives of intangible assets are assessed as either finite or indefinite. Intangible assets with finite lives
are amortised over the useful economic life and assessed for impairment whenever there is an indication that
the intangible asset may be impaired. The amortisation period and the amortisation method for an intangible
asset with a finite useful life are reviewed at least at the end of each reporting period. Changes In the
expected useful life or the expected pattern of consumption of future economic benefits embodied in the asset
are considered to modify the amortisation period or method, as appropriate, and are treated as changes in
accounting estimates. The amortisation expense on intangible assels with finite lives is recognised in the
statement of profit or loss in the expense category that is consistent with the function of the intangible assets.

Intangible assets with indefinite useful lives are not amortised, but are tested for impairment annually, either
individually or at the cash-generating unit level. The assessment of indefinite life is reviewed annually to
determine whether the indefinite life continues to be supportable. If not, the change in useful life from indefinite
to finite is made on a prospective basis.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the
net disposal proceeds and the carmrying amount of the asset and are recognised in the statement of profit or
loss when the asset is derecognised.

Leases

The determination of whether an arrangement is (or contains) a lease is based on the substance of the
arrangement at the inception of the lease. The arrangement is, or contains, a lease if fulfilment of the
arrangement is dependent on the use of a specific asset or assets and the arrangement conveys a right to
use the asset {or assels), even if that asset (or those assets) is not explicitly specified in an arrangement.

Authorily as & lesses

A lease is classified at the inception date as a finance lease or an operating lease. A lease that transfers
substantially all the risks and rewards incidental to ownership to the Authority is classified as a finance lease.
Finance leases are capitalised at the commencement of the lease at the inception date fair value of the leased
property or, if lower, at the present value of the minimum lease payments. Lease payments are apportioned
between finance charges and reduction of the lease liability so as to achieve a constant rate of interest on the
remaining balance of the liability. Finance charges are recognised in finance costs in the statement of profit or
loss.

A leased asset is depreciated over the useful life of the asset. However, if there is no reasonable certainty that
the Authority will obtain ownership by the end of the lease term, the asset is depreciated over the shorter of
the estimated useful life of the asset and the lease term.

An operating lease is a lease other than a finance lease. Operating lease payments are recognised as an
operating expense in the statement of profit or lass on a straight-line basis over the lease term.

Avthorily as a lessor

Leases in which the Authority does not transfer substantially all the risks and rewards of ownership of an asset
are classified as operaling leases. Initial direct costs incurred in negotiating and arranging an operating lease
are added to the carrying amount of the leased asset and recognised over the lease term on the same basis
as rental income. Contingent rents are recognised as revenue in the period in which they are eamed.
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMEER 2016

1.2 Summary of significant accounting policies (continued)

g)

h)
U}

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily
takes a substantial period of time to get ready for its intended use or sale are capitalised as part of the cost of
the assel. All other borrowing costs are expensed in the period in which they occur. Borrowing costs consist of
interest and other costs that an entity incurs in connection with the borrowing of funds.

Financial instruments - initial recognition and subsequent measurement

Financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial assets at fair value through profit or loss,
loans and receivables, held-to-maturity investments, AFS financial assets, or as derivalives designated as
hedging instruments in an effective hedge, as appropriate. All financial assets are recognised initially at fair
value plus, in the case of financial assets not recorded at fair value through profit or loss, transaction costs
that are attributable to the acquisition of the financial asset. Purchases or sales of financial assets that require
delivery of assels within a time frame established by regulation or convention in the market place (regular way
trades) are recognised on the trade date, i.e., the date that the Authority commits to purchase or sell the
asset.

The Authority’s financial assets include cash and trade and other receivables.

Subsequent measurement
For purposes of subsequent measurement, financial assets are classified in four categories:

+ Financial assets at fair value through profit or loss
+ Loans and receivables

+ Held-to-maturity investments

+ Available-for-sale (AFS) financial assets

Financial assets at fair value through profit or loss

Financial assels at fair value through profit or loss include financial assets held for trading and financial assets
designated upon initial recognition at fair value through profit or loss. Financial assets are classified as held for
trading if they are acquired for the purpose of selling or repurchasing in the near term. Derivatives, including
separated embedded derivatives, are also classified as held for trading unless they are designated as
effective hedging instruments as defined by IAS 39. The Authority has not designated any financial assets at
fair value through profit or loss. Financial assets at fair value through profit or loss are carried in the statement
of financial position at fair value with net changes in fair value presented as finance costs (negative net
changes in fair value) or finance income (positive net changes in fair value) in the statement of profit or loss.

Derivatives embedded in host contracts are accounted for as separate derivatives and recorded at fair value if
their economic characteristics and risks are not closely related to those of the host contracts and the host
contracts are not held for trading or designated at fair value though profit or loss. These embedded derivatives
are measured at fair value with changes in fair value recognised in profit or loss. Reassessment only occurs if
there is either a change in the terms of the contract that significantly modifies the cash flows that would
otherwise be required or a reclassification of a financial asset out of the fair value through profit or loss

category.
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2016

1.2 Summary of significant accounting policies (continued)

h) Financial instruments - initial recognition and subsequent measurement (continued)
{i} Financial assets (continued)

Loans and receivables

This category is the most relevant to the Authority. Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in an active market. After initial measurement, such
financial assets are subsequently measured at amortised cost using the EIR method, less impairment.
Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs
that are an integral part of the EIR. The EIR amortisation is included in finance income in the statement of
profit or loss. The losses arising from impairment are recognised in the stalement of profit or loss in finance
costs for loans and in cost of sales or other operating expenses for receivables. This category generally
applies to trade and other recelvables. For more information on recelvables, refer to Note 4.

Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturities are classified as held
to maturity when the Authority has the posilive intention and ability to hold them to maturity. After initial
measurement, held to maturity investments are measured at amortised cost using the EIR, less impairment.
Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs
that are an integral part of the EIR. The EIR amorlisation is included as finance income in the statement of
profit or loss. The losses arising from impairment are recognised in the statement of profit or loss as finance
costs. The Authority did not have any held-to-maturity investments during the years ended 31 December 2018
and 2015,

Available-for-sale financial assets

AFS financial assets include equity investments and debt securities. Equity investments classified as AFS are
those that are neither classified as held for trading nor designated at fair value through profit or loss. Debt
securities in this category are those that are intended to be held for an indefinite period of time and that may
be sold in response to needs for liquidity or in response to changes in market conditions.

After initial measurement, AFS financial assets are subsequently measured at fair value with unrealised gains
or losses recognised in OCI and crediled to the AFS reserve until the investment is derecognised, at which
time, the cumulative gain or loss is recognised in other operating income, or the investment is determined to
be impaired, when the cumulative loss is reclassified from the AFS reserve to the statement of profit or loss in
finance costs. Interest earned whilst holding AFS financial assets is reported as interest income using the EIR
method.

The Authority evaluates whether the ability and intention to sell its AFS financial assets in the near term is still
appropriate. When, in rare circumstances, the Authority is unable to frade these financial assets due to
inactive markets, the Authority may elect to reclassify these financial assets if management has the ability and
intention to hold the assets for the foreseeable future or until maturity.

For a financial asset reclassified from the AFS category, the fair value carrying amount at the date of
reclassification becomes its new amortised cost and any previous gain or loss on the asset that has been
recognised in equity is amortised to profit or loss over the remaining life of the investment using the EIR. Any
difference between the new amortised cost and the maturity amount is also amortised over the remaining life
of the asset using the EIR. If the asset is subsequently determined to be impaired, then the amount recorded
in equity is reclassified to the statement of profit or loss.
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2016

1.2 Summary of significant accounting policies (continued)

h) Financial instruments - initial recognition and subsequent measurement (continued)
(i} Financial assets (continued)

Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets)
is primarily derecognised (i.e., removed from the Autherity’s statement of financial position) when:

+ The rights to receive cash flows from the asset have expired: or

* The Authority has transferred its rights to receive cash flows from the asset or has assumed an obligation
to pay the received cash flows in full without material delay to a third party under a ‘pass-through'
arrangement; and either (a) the Authority has transferred substantially all the risks and rewards of the
asset, or (b) the Autherity has neither transferred nor retained substantially all the risks and rewards of the
asset, but has transferred confrol of the asset.

When the Authority has transferred its rights to receive cash flows from an asset or has entered into a
passthrough arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of
ownership. When it has neither transferred nor retained substantially all of the risks and rewards of the asset,
nor transferred control of the asset, the Autherity continues to recognise the transferred asset to the extent of
its continuing invelvement. In that case, the Authority also recognises an associated liability. The transferred
asset and the associated liability are measured on a basis that reflects the rights and cbligations that the
Authority has retained.

{ii) Impairment of financial assets

The Authority assesses, at each reporting date, whether there is objective evidence that a financial asset or a
group of financial assets is impaired. An impairment exists if one or more events that has occurred since the
initial recognition of the asset (an incurred 'loss event’), has an impact on the estimated future cash flows of
the financial asset or the group of financial assets that can be reliably estimated. Evidence of impairment may
include indications that the debtors or a group of debtors is experiencing significant financial difficulty, default
or delinquency in interest or principal payments, the probability that they will enter bankruptcy or other financial
reorganisation and observable data indicating that there is a measurable decrease in the estimated future
cash flows, such as changes in arrears or economic conditions that correlate with defaults.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower
of the original carrying amount of the asset and the maximum amount of consideration that the Authority could
be required to repay.

Financial assets carried at amortised cost

For financial assets caried at amortised cost, the Authority first assesses whether impairment exists
individually for financial assets that are individually significant, or collectively for financial assets that are not
individually significant. If the Authority determines that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively assesses them for impairment. Assets that are
individually assessed for impairment and for which an impairment loss is, or continues to be, recognised are
not included in a collective assessment of impairment.

The amount of any impairment loss identified is measured as the difference between the assel's carrying
amount and the present value of estimated future cash flows (excluding future expected credit losses that
have not yet been incured). The present value of the estimated future cash flows is discounted at the financial
asset's original EIR.

SOLOMON ISLANDS WATER AUTHORITY ANNUAL REPORT 2016




SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2016

1.2 Summary of significant accounting policies (continued)

h) Financial instruments - initial recognition and subsequent measurement (continued)
(il) Impairment of financial assets (continued)

The carrying amount of the asset is reduced through the use of an allowance account and the loss is
recognised in the statement of profit or loss. Interest income (recorded as finance income in the statement of
profit or loss) continues to be accrued on the reduced carrying amount using the rate of interest used to
discount the future cash flows for the purpose of measuring the impairment loss. Loans, together with the
associated allowance are written off when there is no realistic prospect of fulure recovery and all collateral has
been realised or has been transferred to the Group. If, in a subsequent year, the amount of the estimated
impairment loss increases or decreases because of an event occurring after the impairment was recognised,
the previously recognised impairment loss is increased or reduced by adjusting the allowance account. If a
write-off is later recovered, the recovery is credited to finance costs in the statement of profit or loss.

(iii) Financial liabilities

Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss,
loans and borrowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as
appropriate. All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings
and payables, net of directly attributable fransaction costs. The Authority's financial liabilities include trade and

other payables.

Subsequent measurement
The subsequent measurement of financial liabilities depends on their classification as follows:

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial

liabilities designated upon initial recognition as at fair value through profit or loss.

Financial liabilities are classified as held for trading if they are incurred for the purpose of repurchasing in the
near term. This category also includes derivative financial instruments entered into by the Authority that are
not designated as hedging instruments in hedge relationships as defined by IAS 39. Separated embedded
derivatives are also classified as held for trading unless they are designated as effective hedging instruments.
Gains or losses on liabilities held for trading are recognised in the statement of profit or loss.

Financial liabilities designated upon initial recognition at fair value through profit or loss are designated at the
initial date of recognition, and only if the criteria in IAS 39 are satisfied. The Authority has not designated any
financial liability as at fair value through profit or loss.

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost
using the EIR method. Gains and losses are recognised in profit or loss when the liabilities are derecognised
as well as through the EIR amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs
that are an integral part of the EIR. The EIR amortisation is included as finance costs in the statement of profit
or loss. This category generally applies to interest-bearing loans and borrowings.

Derecogniton

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
When an existing financial liability is replaced by another from the same lender on substantially different
terms, or the terms of an existing liability are substantially modified, such an exchange or modification is
treated as the derecognition of the original liability and the recognition of a new liability. The difference in the
respective carrying amounts is recognised in the statement of profit or loss.
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SOLOMON ISLANDS WATER AUTHORITY

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMEER 2016

1.2 Summary of significant accounting policies (continued)
{iv) Offsetting of financial instruments

v)

Financial assets and financial liabilities are offset and the net amount is reported in the statement of financial
position if there is a currently enforceable legal right to offset the recognised amounts and there is an intention
to seitle on a net basis, to realise the assets and settle the liabilities simultaneously,

Fair value of financial instruments
The fair value of financial instruments that are fraded in active markets at each reporting date is determined

by reference to quoted market prices or dealer price quotations (bid price for long positions and ask price for
short positions), without any deduction for Iransaction cosls.

For financial instruments not traded in an active market, the fair value is determined using appropriate
valuation technigques. Such technigues may include using recent arm’s length market transactions; reference
to the current fair value of another instrument that is substantially the same; discounted cash flow analysis or
other valuation models.

An analysis of fair values of financial instruments and further details as to how they are measured are
provided in Note 16,

Inventories
Inventories are valued at the lower of cost and net realisable value.

Cosls incurred in bringing each product to its present location and condition are accounted for, as follows:

» Raw materials: purchase cost on a first-inffirst-out basis;

= Finished goods and work in progress: cost of direct materials and labour and a proportion of manufacturing
overheads based on the normal operating capacity, but excluding borrowing costs.

Initial cost of inventories includes the transfer of gains and losses on qualifying cash flow hedges, recognised
in OCI, in respect of the purchases of raw materials.

Met realisable value is the estimated selling price in the ordinary course of business, less estimated costs of
completion and the estimated costs necessary to make the sale.

Impairment of non financial assets

Further disclosures relating to impairment of non-financial assets are also provided in the following notes:

+ Disclosures for significant assumptions Note 1.4

+ Property, plant and equiprment Mote 9

The Authority assesses, at each reporting date, whether there is an indication that an asset may be impaired.
If any indication exists, or when annual impairment testing for an asset is required, the Authority estimates the
asset's recoverable amount. An assel's recoverable amount is the higher of an asset's or CGU's fair value
less costs of disposal and its value in use. The recoverable amount is determined for an individual asset,
unless the asset does not generate cash inflows that are largely independent of those from other assels or
Authority's of assets. When the camying amount of an asset or CGU exceeds its recoverable amount, the
asset is considered impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-
tax discount rate that reflects current market assessments of the time value of money and the risks specific to
the asset. In determining fair value less costs of disposal, recent market transaclions are taken into account. If
no such transactions can be identified, an appropriate valuation model is used. These calculations are
corroborated by valuation multiples, quoted share prices for publicly traded companies or other available fair
value indicators.

The Authority bases its impairment calculation on detailed budgets and forecast calculations, which are
prepared separately for each of the Authority's CGUs lo which the individual assets are allocated. These
budgets and forecast calculations generally cover a period of five years. A long-term growth rate is calculated
and applied to project future cash flows after the fifth year.
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2016

1.2 Summary of significant accounting policies (continued)

i

k)

mj)

Impairment of non financial assets (continued)

Impairment losses of conlinuing operations are recognised in the statement of profit or loss in expense
categories consistent with the function of the impaired asset, except for properties previously revalued with the
revaluation taken to OCI. For such properties, the impairment is recognised in OCI up to the amount of any
previous revaluation.

For assets excluding goodwill, an assessment is made at each reporting date to determine whether there is an
indication that previously recognised impairment losses no longer exist or have decreased. If such indication
exists, the Authority estimates the asset's or CGU's recoverable amount. A previously recognised impairment
loss is reversed only if there has been a change in the assumptions used to determine the asset's recoverable
amount since the last impairment loss was recognised. The reversal is limited so that the carrying amount of
the asset does not exceed its recoverable amount, nor exceed the carrying amount that would have been
determined, net of depreciation, had no impairment loss been recognised for the asset in prior years. Such
reversal is recognised in the statement of profit or loss unless the asset is carried at a revalued amount, in
which case, the reversal is treated as a revaluation increase.

Cash and cash equivalents

Cash and short-term deposits in the statement of financial position comprise cash at banks and on hand and
short-term deposits with a maturity of three months or less, which are subject to an insignificant risk of
changes in value. For the purpose of the statement of cash flows, cash and cash equivalents consist of cash
and short-term deposits as defined above.

Provisions

Provisions are recognised when the Authority has a present obligation (legal or constructive} as a result of a
past event, it is probable that an outflow of resources embodying economic benefits will be required to settle
the obligation and a reliable estimate can be made of the amount of the obligation. When the Authority
expects some or all of a provision to be reimbursed, for example, under an insurance confract, the
reimbursement is recognised as a separate asset, but only when the reimbursement is virtually certain. The
expense relating to a provision is presented in the statement of profit or loss net of any reimbursement.

If the effect of the time value of money is material, provisions are discounted using a cumrent pre-tax rate that
reflects, when appropriate, the risks specific to the liability. When discounting is used, the increase in the

provision due to the passage of time is recognised as a finance cost.

Employee entitlements
Provisions are made for wages and salaries, incentive payments and annual leave estimated to be payable to
employees at balance date on the basis of statutory and contractual requirements.

i) Defined contribution plans

A defined contribution plan is a post-employment plan under which an entity pays fixed confributions into a
separate entity and will have no legal or constructive obligation to pay further amounts. The Authority deducts
and pays 5 per cent of the employees gross salaries and contributes 7.5 per cent of employees gross salaries
to the Solomon Islands Mational Provident Fund. Obligations for contributions are recognised as employee
benefit expense in profit or loss in the period during which services are rendered by employees.

ii) Short term benefits

Short-term employee benefit are measured on an undiscounted basis and are expensed in the profit or loss

as the related services is provided.
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2016

1.2 Summary of significant accounting policies (continued)

nj

o)

p)

q)

Trade and other payables

Liabilities for trade creditors and other amounts are carried at cost (inclusive of Consumption Tax where
applicable) which is the fair value of the consideration to be paid in the future for goods and services received
whether or not billed to the Authority. Amounts payable that have been denominated in foreign currencies
have been translated to local currency using the rates of exchange ruling at the end of the financial period.

Comparative figures
Comparative figures have been amended where necessary, for changes in presentation in the current period.

Segment information

A business segment is a group of assets and cperations engaged in providing products or services that are
subject to risks and returns that are different from those of other business segments. A geocgraphical segment
is engaged in providing products and services within a particular economic environment that are subject to
risks and retumns that are different from those of segments operaling in other economic environment.

(a) Industry segment
The Authority operates in the water services industry.

(b) Geographical segment
The Authority operates only in the Solomon Islands and is therefore one geographical area for reporting

purposes,
Foreign currencies
The Authority’s financial statements are presented in Solomon dollars, which is also the Authority's functional
currency. The Authority determines the functional currency and items included in the financial statements are
measured using that functional currency.

Transactions in foreign currencies are initially recorded by the Authority at their respeclive functional currency
spot rates at the date the transaction first qualifies for recognition. Monetary assets and liabilities denominated
in foreign currencies are translated at the functional currency spot rates of exchange at the reporting date,
Differences arising on seltlement or franslation of monetary items are recognised in profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using
the exchange rates at the dates of the initial transactions. Mon-monetary items measured at fair value in a
foreign currency are translated using the exchange rates at the date when the fair value is determined. The
gain or loss arising on translation of non-monetary items measured at fair value is treated in ling with the
recognition of the gain or loss on the change in fair value of the item (i.e., ranslation differences on items
whose fair value gain or loss is recognised in OCI or profit or loss are also recognised in OCI or profit or loss,

respectivaly).

Grants
An uncoenditional grant related o an asset is recognised in profit or loss as other income when the grant
becomes receivable.

Other grants are recognised initially as deferred income at fair value when there is reasonable assurance that
they will be received and SIWA will comply with the conditions associated with the grant and are then
recognised in profit or loss as other income on a systematic basis over the useful life of the asset. Grants that
compensate SIWA for expenses incurred are recognised in profit or loss as other income on a systematic
basis in the same periods in which the expenses are recognised.
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMEBER 2016

1.3 Changes in accounting policy and disclosures

New and amended standards and interpretations

The Authority applied for the first time certain standards and amendments, which are effective for annual pericd
beginning on or after 1 January 2016. The Authority has not early adopted any other standard, interpretation or
amendment that has been issued but is not yet effective.

The nature and the effect of these changes are disclosed below. Although these new standards and amendments
applied for the first time in 2016, they did not have a material impact on the annual financial statements of the
Authority. The nature and the impact of each new standard or amendment is described below:

« Amendments to IAS 16 and IAS 38: Clarification of Acceptable Methods of Depreclation and
Amortisation
The amendments clarify the principle in 1AS 16 Property, Plant and Equipment and IAS 38 Intangible Assets
that revenue reflects a pattern of economic benefits that are generated from operating a business (of which
the asset is a part) rather than the economic benefits that are consumed through use of the asset. As a result,
a revenue-based method cannot be used to depreciate property, plant and equipment and may only be used
in very limited circumstances to amertise intangible assets. The amendments are applied prospectively and do
not have any impact on the Authorily, given that it has not used a revenue-based method to depreciate its non-
current assets.

+ Amendments to IAS 1 Disclosure Initiative

The amendments to IAS 1 clarify, rather than significantly change, existing 1AS 1 reguirements. The

amendments clarify:

+ The materiality requirements in 1AS 1;

» That specific line items in the statement(s) of profit or loss and OCI and the statement of financial position
may be disaggregated;

= That entities have flexibility as to the order in which they present the notes to financial statements;

+ That the share of OCI of associates and joint ventures accounted for using the equity method must be
presented in aggregate as a single line item, and classified between those iterns that will or will not be
subsequently reclassified to profit or loss.

Furthermore, the amendments clarify the requirements that apply when additional sublotals are presented in

the statement of financial position and the statement(s) of profit or loss and OCI. These amendments do not

have any impact on the Authority.

1.4 Significant accounting judgments, estimates and assumptions

The preparation of the Authority's financial statements requires management to make judgements, estimates and
assumplions that affect the reported amounts of revenues, expenses, assets and liabilities, and the acAuthoritying
disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions and estimates could
result in outcomes that require a material adjustment to the carrying amount of assets or liabilities affected in

future periods.

In the process of applying the Authority’s accounting policies, management has made various judgements. Those
which management has assessed to have the most significant effect on the amounts recognised in the financial
statements have been discussed in the individual notes of the related financial statement line items.

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date,
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within
the next financial year, are also described in the individual notes of the related financial statement line items below.
The Authority based its assumptions and estimates on parameters available when the financial statements were
prepared. Existing circumstances and assumptions about future developments, however, may change due to
market changes or circumstances arising that are beyond the control of the Authority. Such changes are reflected
in the assumptions when they occur,
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2016

1.5 Standards issued but not yet effective

The standards and interpretations that are issued, but not yet effective, up to the date of issuance of the Authority’s
financial statements are disclosed below. The Authority intends to adopt these standards, if applicable, when they
become effective.

IFRS 9 Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments that replaces IAS 39 Financial
Instruments: Recognition and Measurement and all previous versions of IFRS 9. IFRS 9 brings together all three
aspecls of the accounting for the financial instruments project: classification and measurement;, impairment; and
hedge accounting. IFRS 9 is effective for annual periods beginning on or after 1 January 2018, with early
application permitted. Excepl for hedge accounting, retrospective application is required, but providing comparative
information is not compulsory. For hedge accounting, the requirements are generally applied prospectively, with
some limited exceptions.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 was issued in May 2014 and establishes a five-step model to account for revenue arising from contracts
with customers. Under IFRS 15, revenue is recognised at an amount that reflects the consideration to which an
entity expects to be entitled in exchange for transferring goods or services to a customer.

The new revenue standard will supersede all current revenue recognition requirements under IFRS. Either a full
retrospective application or a medified retrospective application is required for annual periods beginning on or after
1 January 2018. Early adoplion is permitted. The Authority plans to adopt the new standard on the required
effective date using the full retrospective method. During 2016, the Authority performed a preliminary assessment
of IFRS 15, which is subject to changes arising from a more detailed ongoing analysis. Furthermore, the Authority
is considering the clarifications issued by the IASB in April 2016 and will monitor any further developments.

IAS 7 Disclosure Initiative — Amendments fo IAS 7

The amendments to IAS 7 Statement of Cash Flows are part of the 1ASBE's Disclosure Iniliative and require an
entity to provide disclosures that enable users of financial statements to evaluate changes in liabilities arising from
financing activities, including both changes arising from cash flows and non-cash changes. On initial application of
the amendmenl, entifies are not required to provide comparative information for preceding periods. These
amendments are effective for annual periods beginning on or after 1 January 2017, with early application
permitted. Application of the amendments will result in additional disclosures provided by the Authority.

2016 2015
2. OPERATING REVENUE AND EXPENSES SBD SBD
Included in revenue are:
2.1 Operating income
Water fees and charges 89,782 177 78,311,245
Standing charges 544 B29 4,704,607
Disconnections/reconnection charges 1,547,644 1,268,059
91,874,650 84 283 911
2.2 Other income
Gain on sale of miscellaneous assets 25,705 395,300
Miscellaneous income 3,961,290 423,160
Bad Debts recovered 672,165 645,552
Solomon Islands Government - CSO grant 4,636,000 -
Amortisation of deferred revenuse 8,940,517 15,237,308
Grants received from Government of Australia 2,284 652 141,315
20,520,328 16,842 633
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2016

2. OPERATING REVENUE AND EXPENSES

Included in expenses are:
2.3 Corporate expenses

Advertising

Auditors' remuneration

Board allowances

Travel and transport

Printing, freight and stationery

Insurance

Lease rentals

Software training and computer consumables

Telephone
Other expenses

Total expenses

2.4 Salaries and employee benefits

Wages and salaries

Key management personnel
Superannuation

House rentals and allowances

2.5 Other expenses

Other expenses
Project expenses - Australian Aid

Loss on disposal of property, plant and equiprment

2.6 Finance (expense)fincome

Amortisation of discount - SIEA
Interest received

3. CASH AND CASH EQUIVALENTS

2018 2015
SBD SBD
252,113 348,230
247 075 214 600
41,160 53,476
415,142 321,201
1,173,517 1,180,582
420,024 459,769
1,149,337 1.231.873
1,274,439 367,443
917,742 857,672
3,116,630 (263,481)
9,016,179 4,771,385
SBD SBD
8,740,847 9,616,765
1,431,325 489,707
1,290,708 2,367,037
8,615,848 9,896,393
20,078,728 22 369,902
SBD SBD
321,189 2,840,000
1,292,357 141,315
- 5,605,709
16135 687,004
SBD SBD
{217,037) {217,037)
10,835 16,871
iEUﬁlﬂﬂQt (200,168)

Cash and cash equivalents consist of cash on hand, cash at bank and short term deposits. Cash and cash

equivalents included in the statements of cash flows comprise the following balance sheet amounts;

Cash at bank

Cash in hand

Term deposits

Cash at bank and on hand

4. TRADE AND OTHER RECEIVABLES

Trade receivables
Provision for impairment of receivables

SBD SBD
41,284,392 24,213,178
17,300 20,500
6,543,425 6,534,337
47 845,117 30,768,015
SBD SBD
38,795,886 42,195,513
(21,791,394) (25,803,583)
17,004,490 16,391,930

Trade and other receivables are non-interest bearing and are generally on a 30 - 90 day terms.
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2016

4.

6

7.

TRADE AND OTHER RECEIVABLES (continued) 2016 2015
At 31 December, the ageing analysis of irade receivables for the Authority is as follows:
Meither past _ Past due but not impaired
Total due nor 30 - 60 days 60 - 90 days >80 days
SBD SBD SBD SBD SBD
2016 17,004,490 6,568,805 4 558,625 2,601,268 3,275,792
2015 16,391,930 5,655,337 3,463,159 2,511,059 4,762,375
Movements in the provision for impairment of receivables were as follows:
SBD SBD
Opening balance (25,803,583) (31,111,667)
Charge for the year (6,579,663) {5,625,859)
Utilised 10,591,852 11,833,943
(21,701,304) (25,803,563
. INVENTORIES SBD SBD
Stores and consumables 9,228,303 8,550,890
Goods in transit 1,305,294 -
T 10,533,597 8,550,899
PREPAYMENTS AND OTHER ASSETS SBD SBD
Cther debtors 2,304,620 108,879
Prepayments 783,380 503,058
3,088,001 613,037
TRADE AND OTHER PAYABLES SBD SBD
Current
Trade payables 1,055,640 1,136,070
Other payables 2,737,904 2,544,918
Water deposits 8,474,649 6,478,864
12, 268,183 10,158,852

—_— e e

Trade payables are non interest bearing and are normally settied on 30 day terms.

EMPLOYEE BENEFIT LIABILITY SBD SBD

Empl

Balance at baginning of year 2,982,116 2,011,136

Met movement during the year (683,035) 870,980

Balance at year end 2,289,081 2,982 116

Represented by:

Annual leave 915,064 1,169,814

Long service benefit 1,197,715 1,696,022

Long service leave 186,302 117,280
2,299,081 2,982 116
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2016

2016 2015
10. INTANGIBLE ASSETS SED SBD
Software costs:
Opening balance 187,580 .
Reclassification from property, plant and equipment - 338,535
Disposal - {150,955)
Closing balance 187,580 187,580
Amortisation and impairment;
Opening balance 129,959 -
Reclassification from property, plant and equipment - 40,114
Disposal . - (25,396)
Amortisation for the period 38,413 115,241
Closing balance 168,372 128,858
Net book value: 19,208 57,621
11. DEFERRED REVENUE SEBD SBD
Australian Aid 12,267,544 12,200,172
Japan International Cooperation Agency 107,008,921 112,813,181
Solomon Islands Government 7,573,311 7,760,423
126,849 132!??3 776
The deferred income is shown on the statement of financial position as follows:-
Current 8,940,509 10,280,194
MNon-current 117,809,287 122 493 582
126,849,796 132,773,776
12, CONTRIBUTED CAPITAL SBD SBD
Contributed capital at the beginning of the year 59,625,874 59,625,874
Additional capital contribution during the year - -
Contributed capital at the end of the year 59,625,874 59,825,874

Capital represents Government's confribution on the establishment of Solomon Islands Water Authority.

13. COMMITMENTS AND CONTINGENT LIABILITIES SBD SBD

a) Contingent liabilities
{i} In March 2011, 14 former SIWA employees filed complaints before the Trade Disputes Panel (*Panel”). They

alleged they were unfairly dismissed from employment. The last hearing of this case was on 2nd September
2016, The matter was adjourned after a brief hearing to allow for final submission to be made.

(ily The Authority is a plaintiff in several litigations brought by credilors and employees. The Directors believe
these litigations will not have a material effect on the financial statements.
b) Capital commitments Nil il

—_———
c) Operating leases commitments contracted for building rentals
Future operating lease rentals not provided for in the financial statements and payable:

Mot later than one year 830,500 783,750
Later than one year but not later than five years 166,100 156,750

996,600 940,500
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2016

14. RELATED PARTY TRANSACTIONS 2016 2015
(a) Directors
The names of persons who were directors of Solomon Islands Water Authority at any time during the financial
year are as follows:

Phil Bradford Ethel Frances Carson Korowa
David Laurie Trevor Palmer

(b} Controlling Entities
The ultimate parent of the Authority is the Solomon Islands Government.

{c) Compensalion of key management personnel SBD SEBD
Short term employee benefits 1,431,325 489,707

(d) Transactions with related parties
Transactions with related parties during the year ended 31 December 2016 with approximate transaction

value are summarised as follows;

Diractors SBD SBD

Directors remuneration and expenses 41,160 63,180
(&) Amount owed to related parties SED SBD

Mon-current

Solomon Islands Electricity Authority 2,022 478 2,664,816

Current

Solomon Islands Electricity Authority 2,831,147 2,981,642

=t803626 _ _ G56846458
The Debt Agreement with Solomon Islands Electricity Authority is an interest free loan over 8 years, repayable
in equal monthly instalments which commenced 1st January 2013. If default of payment cccurs at any time a
default interest rate of interest, being the daily Business Index Rate published by the three main banks in
Honiara, will be applied to the period of default.

15 FINANCIAL RISK MANAGEMENT OBJECTIVES AND FOLICIES
The principal financial liabilities comprise interest bearing borrowings and trade payables. The main purpose of
these financial liabilities is to raise finance for the Authority’s operations. The Authority has various financial assets
such as frade receivables and cash, which arise directly from its operations.

The main rigk arising from the Authority's financial statements are liquidity and credit risk. The Board of Directors
reviews and agrees policies for managing each of these risks which are summarised below.

Liguidity risk

The Authority monitors its risk to a shortage of funds using a recurring liquidity planning tool. This tool considers
the maturity of both its financial investments and financial assets (e.g. accounts receivables, other financial assets)
and projected cash flows from operations.

The table below summarises the maturity profile of the Authority's financial liabilities at 31 December 2016 based
on confractual undiscounted payments.

Trade and Payable to related Total
party
31 December 2016 SBD SBD SBD
3 to 12 months 12,268,193 2022478 14,280,671
1-2years - 937,500 937,500
= 2 years 1,893,647 1,893,647

12,268,193 4 853625 17,121,817
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SOLOMON ISLANDS WATER AUTHORITY
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMEER 2018

15

16,

17.

18.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)
Liguidity risk {continued)

Tradeand  Payable to related Total

other payables party
31 December 2015 SBD SBD SBD
3 to 12 months 10,159,852 2,981,642 13,141,494
1-2 years - 837,500 937,500
> 2 years - 1,727,316 1,727,316
10,156,852 5 646,458 15,806,310

Credit risk

Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or customer
confract, leading to a financial loss. The Authorily is exposed to credit risk from its operating activities (primarily
trade receivables) and from financing activities, including deposits with banks and financial institutions, foreign
exchange transactions and other financial instruments.

Trade Receivables

Customer credit risk is managed subject to the Authority's established policy, procedures and control relating to
customner credit risk management. Outstanding customer receivables are regularly monitored and water services
disconnected where accounts are outstanding greater than 30 days.

An impairment analysis is performed at each reporting date collectively for all customer accounts. The calculation
is based on actual incurred historic data. The maximum exposure to credit risk at the reporting date is disclosed in
Mote 4. The Authorily holds cash collateral of SBD 8,483,703 against the collective accounts. The Authority
avaluates the concentration of risk with respect to trade receivables as high,

FINANCIAL INSTRUMENTS
Set out below is a comparison by category of carrying amounts and fair values of all of the Authority’s financial
instrument that are carried on the financial statements.

Carrying amount Fair Value
2016 2015 2016 2016
Financial assels SBD SBD SBD SBD
Cash 47,845,117 30,768,015 47,845,117 30,768,015
Trade and other receivables 17,004 490 16,391,930 17,004,490 16,381,930
64 849 608 47,159,945 64,849 608 47,159,945
Financial liabilities
Trade and other payables 12,268,193 10,158,852 12,268,193 10,159,852

The fair value of derivatives and borrowings has been calculated by discounting the expected future cash flows at
prevailing interest rates. The fair value of financial assets have been calculated using market interest rates.

SUBSEQUENT EVENTS _
No matters or circumstances have arisen since the end of the financial year which significantly affected or may

significantly affect the operations of the Authority, the results of those operations, or the state of affairs of the
Authority in fulure financial years.

PRINCIPAL BUSINESS ACTIVITY
The principal activity of the Autharity during the year was the treatment and distribution of water in the Solomon

Islands.

Principal place of business
The principal places of business are located at Mendana Ave, Honiara, Solomon Islands

Number of employees at the end of the period
Number of employees the authority employed at the reporting date was 135 (2015:143)
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