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1 Introduction

This Statement of Corporate Objectives is submitted by the Board of Directors of the Solomon Islands
Water Authority in accordance with Section 13 of the State Owned Enterprises Act 2007 (“The SOE Act”).
It sets out the Board’s overall intentions and objectives for the Solomon Islands Water Authority (SIWA)
for the year commencing 1 January 2018 and the following two financial years.

Solomon Islands Water Authority is required by the State-Owned Enterprise Act (2007) to negotiate this
statement of Corporate Objectives with its owner, the Solomon Islands Government (SIG).

2 Who we are and what we do

Solomon Water is a water and sewerage business supplying potable water and collecting municipal
effluent in the urban centre of Honiara. It also provides potable water services to Auki, Noro and Tulagi.

Solomon Islands Water Authority is an enterprise wholly owned by the Solomon Islands Government
and uses the approved brand name Solomon Water for marketing and operational purposes.

Whilst Solomon Water has made significant gains in recent years, it is not financially sustainable and
relies heavily on support from donor agencies for capital works funding. Previously, 2 executive
managers (General Manager and Finance and Administration Manager) were funded by the Australian
Government through DFAT, however, as of October 2017, these 2 positions are now funded directly by
Solomon Water. Community Service Obligation grants from Government remain essential to enable
ongoing provision of non-profitable services in Auki, Noro and Tulagi, which are currently funded by
Honiara customers. Unfortunately in 2017 the Solomon Islands Government chose not to provide any
CsoO.

2.1 What we want to achieve

Our Vision is:

Safe water for a healthy nation

2.2 How we will get there

We aim to provide reliable and safe water supply and municipal effluent collection services, to be
profitable and sustainable, and to develop our business for the long-term benefit of Solomon
Islands. We will do this by:

e Working closely with customers and stakeholders

e Delivering our services at reasonable cost

Developing our people

Investing in the right resources to provide a better service
Educating and informing the public

Continually improving how we do things

e Being a good employer

2.3 Statutory Functions of Solomon Water

The statutory functions of Solomon Water are defined in Section 7 of the Solomon Islands Water
Authority Act, 1993 as follows:

a) to control, regulate, develop, manage, conserve and utilise urban water resources in the
best interests, of Solomon Islands;
b) to formulate national policies relating to the control and use of urban water resources;



c)

d)

e)

f)

to ensure that the water supplied for consumption meets the prescribed water quality
standards;

to provide, construct, operate, manage and maintain, buildings, works, systems and
services for impounding, conserving and supplying water for domestic, industrial,
commercial and other purposes;

to provide, construct, operate, manage and maintain buildings, works, systems and
services for the conveyance, treatment and disposal of sewage, disposal of trade
and industrial waste and other connected purposes; and

any other like function.

2.5 Operational structure of Solomon Water

Solomon Water is governed by a Board of Directors comprising seven members with an
interest in maintaining an equal gender balance. Solomon Water recently advertised 3 of the
vacant positions for the Board. All applications have been evaluated and a shortlist has been
forwarded to the 2 Accountable Ministers. The Board is expecting 3 new Directors to be recruited
by the end of this year. Replacements of the other 4 positions will take place in 2018.

Formal meetings of the Board of Directors are held on a regular basis — usually two monthly.

The General Manager of Solomon Water reports to the Board on all matters.

The General Manager leads a senior management team of four, each manager responsible for one
of the four key activities of the business namely;

o Operations and Technical

o  Finance and Administration

o Human Resources and Communications

o  Strategic Planning

Solomon Water currently employs about 135 personnel plus some casual staff as required.
Planned developments in Solomon Water will require increased staffing levels to ensure that the
organisation has the correct level of skills and capacity to manage the organisation which is
increasing both in the level of activity and the sophistication of the technologies that are being
introduced into its operations.

We continue to review certain non-core activities and consider alternative options such as
outsourcing if considered appropriate to provide better value for money and efficiency.

3 Strategic Issues

The key strategic issues and challenges for Solomon Water through 2018 and beyond are:

> Governance

Board member vacancies:

Recently Solomon Water advertised, evaluated and submitted a shortlist of candidates for the 3
vacant positions in the Board. Hopefully the 2 Accountable Ministers will make the appointments
before the end of this year. The other remaining 4 positions will be advertised and filled in 2018,
including that of the Chairman.

> External funding

Both DFAT and JICA funded donor programs ceased as of June 2017, however a further grant was
received from DFAT to take us through to June 2018.

Negotiations with various donor agencies namely ADB, World Bank, EU and Taiwan (associated
with Pacific Games infrastructure) have commenced but are yet to be finalised. It is not expected
that any of this funding will be available until mid 2019.

ADB has allocated up to USDS1m for 2018 to go towards the “Project Preparation Assistance
Consultancy” under the “SOL: Urban Water Supply and Sanitation Sector Project”. This work is



currently out on tender. The selected Consultant should be appointed as early as February 2018.
Besides this ADB is also looking at providing further US$15m grant and USD$15m concessional loan
funding for projects identified under the Strategic Plan.

At the same time the European Union is considering allocating €16m under the 11" EDF, RWASH
programme.

Negotiations with the World Bank for a possible concessional loan are at an early stage with an
amount yet to be determined.

Solomon Water is also working with the Ministry of Environment for possible Green Climate Fund
(GCF) assistance which will most probably will be available around 2020.

> Strategic

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.
Solomon Water has completed its 30-year Strategic Plan and Tariff review. Communication of the
final plan with key stakeholders has commenced with Government launch anticipated in February
2018.

A key component of the plan is the urgent need for a major new water source for Honiara to
accommodate the growing population, which has been identified as the Lungga River. Given the
need to acquire land for this project, Solomon Water has just recruited a Lands Officer who will
assist with investigating and securing land for the proposed project, besides other noted projects
in Noro and Auki. She will be working closely with the Ministry of Lands.

Western Province government has approached Solomon Water regarding possible support for
management of the water supply in Gizo. The Board have agreed in principle to taking over this
activity, subject to CSO from Government and donor assistance for major upgrading works. It is
anticipated that Solomon Water will take over operation of the Gizo water supply in 2019 assuming
these requirements are met.

> Operational and Technical

Connectivity and capacity of the water transmission system: Although the performance of the
network has 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 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. This particular construction work is
85% complete and now scheduled to complete by January 2018.

A new reservoir in East Kola, which will be connected to the new transmission main and service
areas in the east of Honiara such as Vura, Naha, Kombito and Ranadi is in the process of being
constructed. Progress is around 35% and scheduled to complete by January 2018.

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 its areas of operation.
However, a targeted program of mains replacement and improvement is progressing slowly and
will continue on a prioritised basis during 2018 and beyond as funding permits.



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 2018 and beyond.

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 will be carried out under the “SOL:
Urban Water Supply and Sanitation Sector Project, Project Preparation Assistance Consultancy”,
funded by ADB, currently out for tender. Actual work should commence around February 2018.
As funding targeting the other investment projects in the Strategic Plan becomes available, these
issues will be systematically addressed.

The urgency of this issue cannot be underestimated as it has serious implications for tourism,
community health, and hygiene, especially as uncontrolled informal settlements around Honiara
increase and frequently use the rivers and sea for washing, bathing and drinking.

>  Financial

Financial status — Solomon Water’s financial position continued to improve and stabilise in 2017,
but remains volatile and will require a few more years of sustained performance before it can be
relied upon to consider Solomon Water financially self-sufficient. SW now funds 2 key expatriate
executive roles and a Programme Manager previously funded by DFAT.

Water and Wastewater 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.
A new tariff model was prepared as part of the Strategic Plan and consultation with the SIG has
commenced. The Board anticipates that an increased tariff will be required to enable Solomon
Water to fund key staff and major capital works.

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. A “cash water” water
meter system is currently being trialled, and if successful is expected to extend to full
implementation, particularly amongst domestic customers.

Government debt — The level of debt owed by SIG for services provided to
government has deteriorated through 2017 and is at a critical stage, comprising more than 6% of
our total annual turnover in outstanding debt. There remains a recurrent challenge in persuading
government departments to pay their accounts on time. The Board'’s policy on disconnection for
unpaid accounts remains the only effective method of having long standing accounts cleared.

Tax exemption — Through 2017 Solomon Water has struggled to secure tax exemption for various
import that should rightly enjoy tax exemption status, with almost $1 m paid in tax that should
have been exempt. Solomon Water urges SIG to honour its undertakings regarding tax exemption.

Community Service Obligation - In 2017, Solomon Islands Government did not provide any
Community Service Obligation (CSO). The CSO funding is specific to supporting unsustainable
provincial operations of Noro, Tulagi and Auki. It should be noted that Solomon Water supplies



water to areas of Guadalcanal province surrounding Honiara as well as informal settlements within
Honiara for which CSO is not provided. Solomon Water remains vulnerable to financial issues and
requires ongoing CSO for the foreseeable future.

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.

> Land access

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, however the landowners concerned in that case remain defiant and have caused
considerable disruption to services and legal intervention. Government has paid some monies
despite the court ruling, but renegotiation of the lease, or preferably purchase of the land, remains
to be done. The Board has written to the Minister of Lands, Housing and Survey in September 2016
requesting urgent and permanent action to resolve the many landowners issues and awaits a
response.

» Organisational Effectiveness

Organisational capacity - Weaknesses in the capacity of the organisation to manage
efficiently and effectively have been reduced but some remain. The executive leadership of
Solomon water has stabilised and the current focus on rebuilding staff relationships, organisational
capacity and culture is well advanced. Ongoing difficulties in securing quality and skilled staff,
particularly in engineering, accounting and project management roles remains a concern but there
has been some progress made in the recruitment of some of these officers.

Accommodation and Operational depot Facilities — Not having a central office for all its business
and operational activities, SW continues to face issues posed by this separation. This is further
exacerbated by the fact that, it was forced to relinquish its storage facilities on Ministry of
Infrastructure land to make way for the new roundabout at Mataniko under the Kukum Highway
Project.

Not having the basic facilities required by modern water and wastewater operator means SW
continues to struggle in its business performance. The existing setup is impairing the ability of SW
to implement proposed performance improvements and deliver the expectations of our supporting
donors. Lease of alternative premises is also costly and results in inefficiencies. Solomon Water
has been working towards building a new office complex at its Matanikau Depot site and in October
2017 awarded a contract to an architectural firm to design the new Office Complex and Workshop
Facility. The full design and costing will be available in March 2018 and Government support for
loan financing will be essential.



4 Objectives, Proposed Actions and Performance Targets

The overarching objective for the next 3 years is for Solomon Water to “provide a quality service to
an increased share of the relevant population based on a sound financial position”.

In order to realise this objective, Solomon Water continues to implement the Solomon Water Development
Plan, 2013 — 2015 as illustrated in Figure 2 below and those activities carried forward into the future will
be incorporated into those mentioned in the Strategic Plan.

Given some of the issues the company has experienced over the past 3 years, it has been unable to
complete all the projects in the 3 Year Plan, however, projects which were not executed due to lack of
funds will now be reconsidered under the 5 Year Action Plan and implemented as soon as funds are made
available.
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Our strategy during the period of this Statement of Corporate Objectives will be to complete the key actions
that have been endorsed by the Board over the period 2014 to 2018. The actions are summarized in Table
1 - Summary of the Solomon Water Business Plan below. These activities will be reviewed once new
alternative donor funds are firmed up and secured under the Strategic Plan.



PROPOSED ACTIONS

PERFORMANCE TARGETS /

Improved
Level of
Services

1.

IMPROVING THE CAPACITY OF THE NETWORK

Improving the connectivity and reliability of water supply

= |nstallation of approximately 6km of 300/250mm transmission main
from Titinge through to East Kola’a

= East Kola Tank

Drilling of 2 boreholes at Panatina
Replacement of small diameter network — eliminate poor pipework,
upgrade pipeline capacity

REDUCING NON-REVENUE WATER LOSSES

Counterpart funding for the JICA Non-Revenue Water Reduction Technical
Cooperation Project — provision of pipes, fittings and materials & etc.
Creation of Demand Management Areas (DMA’s) through the installation
of pressure management equipment, flow meters, isolation valves and
data loggers/transmitters

Non-Revenue water reduction counter-measures performed in Leakage
Control Zones (LCZ’s)

IMPROVING OPERATIONAL AND TECHNICAL MANAGEMENT
Development of network hydraulic model

System monitoring management and control — pressures and flows,
reservoir levels, pump failures.

Installation of stand-by generators at key pumping stations

Security at operational sites

IMPROVING AND MAINTAINING WATER QUALITY

TARGET
COMPLETION
January 2018
2016

2015 and ongoing

Initial pilot project ended
October 2015

Ongoing program

Ongoing program

2014

2014

(Subject to counterpart
funding to JICA Grant Aid
being made available by SIG
early 2014)

PROGRESS TO DATE

Contract awarded to Reeves
International Pty Ltd. Construction 85%
complete.  Scheduled to complete
January 2018.

Has commenced.
complete January 2018.
Pending funding
Project commenced and progressing
3.5km replaced to date.

Scheduled to

Complete
48% completed, 19% ongoing, 33%
remaining.

30% achieved, maintenance and
monitoring ongoing.

Completed, calibration not vyet
complete.
Completed. Monitoring  ongoing.

Training yet to be carried out.

Completed

Majority fenced. Balance to complete
by 2019.



PROPOSED ACTIONS

TARGET

PERFORMANCE TARGETS /

Improved
customer care
and
communications

Strengthened
financial
management
and
administration

w

Enhancements to disinfection equipment — chlorine residual monitoring

Extended water quality monitoring — installation of sampling points
throughout the network

Enhanced storage facilities for sodium hypochlorite
Catchment area management
implementation of

Drinking Water Safety planning and

recommendations

plan

PROTECTING THE ENVIRONMENT
Refurbishment of sewage pumping stations at Point Cruz and King George
Vi

Extension and repair of sewer sea outfalls
Development of a high-level Sewerage Master Plan

Improving customer care

» Introduce an ICT-based Customer Relations Management system
»  Enhance the ease of water payments

Improving the image of Solomon Water

»  Communication campaign planning

»  Development of a website for Solomon Water

»  Customer attitude surveys

Improving Financial management

» Introduce a new customer billing system for improved billing efficiency
and accuracy and data availability to support technical and operational
activities.

» Strengthening of the Debt Collection activity

COMPLETION
Pilot trials in 2015

2014

2015
2015(Continuing)

2015 (Continuing)

2015

2016 Ongoing
2016 ongoing

2015
2015
Continuous activity

Continuous activity
2016

2015

Ongoing

PROGRESS TO DATE
SCADA installation complete, minor
finishing works required. Extra sites to
be commissioned December 2017.
Full system monitoring ongoing. Non-
stationary sites over 50 installed, 8
stationary sites yet to install.

Complete.

Ongoing issues pending SIG
intervention and support.
Ongoing improvements.
continuity in place.

Business

Point Cruz —complete

KGVI pump installed. Only building
refurbishment to complete.

Pending funding under Strategic Plan
Complete. ADB funding preparatory
Works to commence in Feb 2018.

Complete
Complete

Ongoing
Complete
Planned for 2018

Complete.
support.

Ongoing monitoring and

Continued management of
debtors through write off.

aged



TARGET PERFORMANCE TARGETS /

HECHSSE S COMPLETION PROGRESS TO DATE
> Introduction of cost and management accounting Ongoing Major new MIS system installed in 2017.
Improved financial and inventory
> Introduction of ICT-based Inventory Management and procurement 2016 management for 2018.
Improved 1. Strengthening of HR management
organisational » Development of a HR plan Ongoing activities HR Plan ongoing implementation.
capacity. > Strengthening the people Management group 2016 Implementation of Biometric
> HR systems and tools timekeeping complete.

People Management Systems (PMS)
implemented. Training done.

> Performance management Pay for performance personal appraisal
system implemented 2016.

> Learning and Development Trainings implemented & ongoing
» OHS & Welfare Full OH &S system implemented 2017.
2. Strengthening corporate management Continuous improvement
3. Improving organisational effectiveness through IT Continuous improvement
4. Assets and Facilities 2016
» Accommodation in Honiara, Noro and Tulagi Renovation of Offices all complete.
Storage Improvement- complete
Design of new Office & warehouse
facility now commenced, construction
to commence June 2018.
Improved » Development of a 5 year Water Supply Master Plan 2015/2016 2017 to 2047 — 30 Year Strategic plan
strategic » Development of a Master Plan for Wastewater Collection and now complete. Major public launch
planning. Treatment and options analysis February 2018.
» Water Sector Regulation and Tariff Reform Tariff review complete. SW commences
discussions with SIG.
» Private sector participation Complete.
» Funding Negotiations Expect some negotiations to finalise mid

2018



5 Ratio of Consolidated Shareholders Fund to Total Assets

The estimated capital structure forecast for the next three years are as follows:

Capital Structure & 2018 2019 2020
Investment Forecast Forecast Forecast

Debt (SM) 15 15 15
Equity (SM) 213 215 222
Capital investment (SM) - NIL
Internal
Capital Investment (SM) - 21 TBA TBA
External
Return on Assets 0.5% 0.5% 1%
Return on Equity 1% 1% 2%
Self-financing ratio 5% 5% 5%
(Capital expenditure)

5.1 Sources of Investment Funds

Investments will be sourced in the short-to medium-term through donor partner assistance
Solomon Water is benefitting from support from development partners as follows:

Australian Department of Foreign Affairs and Trade (DFAT) — Support for the Solomon Water
Development Plan, 2013 — 2015, now extended to the mid 2018 will amount to SBD64.7 million of
which SBD45.3 million is for infrastructure and organisational improvements and SBD19.4 million
supports management and technical assistance.

Scoping of a comprehensive Strategic plan, incorporating a 5-year plan is now complete. Major
public launch February 2018.

Asian Development Bank - Considering providing USD$15m grant, USD$15m concessional Loan
from period 2019 to 2023.

European Union - €16m grant assistance for urban infrastructure and WASH program from 2019
and 2023. The project is in the early stages of formulation between EU, SIG and Solomon Water.

World Bank - Concessional loan to be firmed up in 2018/19 still under negotiations.
Green Climate Fund (GCF) - USDS30m (possibly available after 2020) being discussed with the
Ministry of Environment.

Other funding being pursued includes possible funding from Taiwan for infrastructure upgrades
associated with water supply for the Pacific Games 2023 stadium.

Solomon Islands Government — CSO for unsustainable provincial operations critical for 2018

Key objectives of the above funding could include:

e Extend infrastructure investment to the provincial centres, especially Noro and Auki where it
is proposed that the water supply systems be improved to improve performance, water supply
availability and reduce NRW.

e Ongoing improvement of the water supply system in Honiara.

e Construction of a major new water supply for Honiara

e Infrastructure upgrades to facilitate Solomon Water takeover of Gizo water supply



e Improvement works to the existing sewerage network, including the renewal of municipal
effluent sea outfalls from Honiara.

The future needs of Solomon Water identified through the Strategic plan is very significant with
key focus on the growth needs of Honiara. This requires funding from more than one donor.
Solomon Water is already in the process of negotiating a mixture of grant and concessional loans
with the various funding agencies.

In the long term, it is Solomon Islands Water Authority’s intent that it should partially fund its
investments from its own cash flows supplemented by borrowings, and will contribute around
$10m p.a. as funds are available.

6 Summary of Forecast Financial Statements
The following statements and forecasts are provided:
Annex 1 — Forecasted Financial Statements 2018 - 2020

Statement of comprehensive Income
Statement of changes in equity
Statement of financial position
Statement of cash flow

YV VVYVYY

The assumptions made for the forecasted statements are the following:
2018
» CPlincrease 0%
» Sales increase 0%
» Debt Collection ratio 80%

2019

» Tariff increase 4%

» CPlincrease 2%

» Sales increase 3%

» Debt collection ratio 80%
2020

» Tariff increase 4%

» CPlincrease 2%

» Salesincrease 34%

» Debt collection ratio 80%

The financial forecast for the next 3 years highlights the ongoing challenge that Solomon Water
faces with the current level of the water tariff and revenue collection. Without the forecasted
increase in the tariff, Solomon Water will again be in a position where a profit realisation will be
challenging.

The estimated collection on accounts is conservative as operational cash flow remains very
sensitive to the rate of cash collection. We anticipate mitigating this through a gradual change to
“cash water” meter systems.



7 Commercial Value of Solomon Water
The principal physical assets of Solomon Islands Water Authority primarily include:

1. Honiara
e Kongali Pumping Station
e Tuvaruhu Borehole Field with 5 boreholes
e Kombito Borehole Field with 2 boreholes
e Panatina Borehole Fields with 3 boreholes
e White River Borehole Field with 4 boreholes (Currently not operational)
e Tasahe borefield with 4 boreholes, high-lift pumping station and treated water service
reservoir.
e Titinge borefield with 4 boreholes, high-lift pumping station and treated water service
reservoir.
e Skyline borefield with 4 boreholes, high-lift pumping station and treated water service
reservoir.
e Borderline borefield with 4 boreholes, high-lift pumping station and treated water service
reservoir.
e Panatina JICA treated water service reservoir.
West Kola treated water service reservoir.
9 High level water tanks
11 sewerage outfalls
Rove pumping station
e 2 sewerage pumping stations and 2 communal septic systems
e 3 office buildings

2. Noro
Ziata Pump Station and one High Level tank
1 office building

3. Tulagi
Pump station and high level tank
1 office building

4. Auki
3 boreholes.
2 Pump Stations and four High Level Tanks (only 3 in use)

5. General
e 50 freehold or crown leased properties
e 130 km of underground piping
e Financial, Admin, Customer, GIS computer systems
e 37 Cars, Trucks
e 4 Earthworking machines

In addition the company has intellectual capital in staff, company processes and procedures.

A full revaluation of assets has been carried out in late 2015, and the new valuation will be available
2020 end of year financial statements.



8 Accounting Policies

Solomon Islands Water Authority has adopted International Financial Reporting Standards as the
basis of its accounting policies in the measurement and reporting of profit, cash-flow, movements
in equity and financial position.

9 Dividend Policy

It is anticipated that any surplus of funds that might be available at the end of financial years in
the foreseeable future will be reinvested into the refurbishment, replacement or expansion of
Solomon Islands Water Authority’s assets. Consequently it is anticipated that there will no dividend
payment to shareholders in the forecast period.

Y 2017 2018 2019 2020
ear Forecast Budget Plan Plan
Esti — —
stimated amount to be distributed by dividend il Nil Nil Nil
to shareholders (SM)

In considering payment of dividends to shareholders, Solomon Islands Water Authority
Directors will follow the policies of similar public companies, and comply with Section 14 of
the SOE Act.

10 Information to be reported

Solomon Water will provide the required reporting in accordance with Sections 13, 14 and 15 of
the SOE Act for each financial year.

Solomon Islands Water Authority will, in addition, provide other information relating to the
affairs of the company as might be requested by the Shareholding Ministers pursuant to
section 19 of the SOE Act and in accordance with good disclosure practice.

11 Acquisitions

Solomon Islands Water Authority has no subsidiary companies at present, and there is no current
plan to create or to invest in any other companies.

12 Activities for which compensation is sought

Solomon Islands Water Authority will, in accordance with Section 8 of the SOE Act, seek
compensation sufficient to allow its position to be restored if the Government wishes Solomon
Islands Water Authority to undertake activities or assume obligations that, in Solomon Islands
Water Authority’s view will:

e Resultin a reduction of Solomon Islands Water Authority’s profit or net worth; or
e Modify or expand the water and/or sewerage networks in ways that might negatively affect

its on-going capacity, security and/or reliability.

Solomon Islands Water Authority has received Community Service Obligation (CSO) contributions
in the past, but the 2017 CSO has not been provided. The Board is still working to try and convince



the Minister that this CSO is vital, and will otherwise need to reconsider its ongoing commitment
to providing non-profitable services in Auki, Noro, Guadalcanal province and Tulagi.

It is predicted that water sales in Tulagi will always be too little to cover the operations and
administrative costs and any capital investment that is required.

Water supply improvements in Auki provided by the JICA Grant Aid project and Solomon water
funded pipe replacements in 2017 will improve water supply reliability and continuity in the
longer-term when non-revenue water has been reduced to acceptable levels. However, in the
short-term, operational costs will increase significantly with the operation of the new water
sources. It is envisaged that a CSO will be required for the foreseeable future. 6.8km of network
improvements currently in Auki should contribute towards reduction in NRW however the
reduction of non-revenue water will not be achieved in the short-term.

Apart from Noro, Tulagi and Auki, similar CSO arrangements would be considered if water is
supplied to areas such as: Gizo and Honiara informal settlements and Henderson/Lungga area
which falls under Guadalcanal Province Jurisdiction.

At present Solomon Water is providing some assistance to the Gizo water supply after being
asked by the Western Provincial Government. Possible taking over of Gizo Water Supply will most
likely occur in the near future once funding is available.

13 Such other matters agreed by the shareholding Ministries and the
Board

There are no other matters that have been agreed by the Shareholding Ministers and
Solomon lIslands Water Authority Board for inclusion in this statement pursuant to Section
13(2) (j) of the SOE Act.



ANNEXURE 1

SOLOMON ISLANDS WATER AUTHORITY
FORECASTED FINANCIAL STATEMENTS
FOR THE PERIOD 2016 - 2020
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SOLOMON ISLANDS WATER AUTHORITY

FORECASTED STATEMENT OF COMPREHENSIVE INCOME

FOR THE PERIOD 2016 - 2020

Continuing operations
Operating income
Other income
Revenue

Expenses

Corporate expenses
Depreciation

Salaries and employee benefits
Allowance for uncollectability
Repairs and maintenance
Tools and uniforms

Utilities

Water treatment

Other expenses

Finance (expense)/income

Net profit for the vear

Other comprehensive income
Revaluation increment

Total comprehensive income for the year

ACTUAL FORECAST FORECAST FORECAST FORECAST
2016 2017 2018 2019 2020
SBD SBD SBD SBD SBD
91,874,650 85,606,933 85,030,000 90,447,100 96,407,339
20,520,328 11,563,601 11,779,500 15,405,158 15,405,158
112,394,978 §97.170,534 96,809,500 105,852,258 111,812,497
(9,016,179)  (12,900,405)  (11,756,500) (12,133,950) (12,365,949)
(10,996,517)  (11,659,666)  (11,000,000) (13,461,853) (13,461,853)
(20,078,729)  (22,757,223)  (28,769,846) (29,632,942) (30,521,930)
(6,579,663) (3,132,746) (4,000,000) (4,014,150) (4,275,424)
(7,782,085)  (13,197,106)  (13,190,000) (18,253,800) (18,318,876)
(1,006,192) (830,056) (800,000) (800,002) (800,004)
(28,959,547)  (23,482,306)  (23,500,000) (23,970,000) (24,449,400)
(884,804) (933,350) (1,150,000) (1,173,000) (1,196,460)
1,613,546 748,486 - - -
(86,917,261)  (89,641,344)  (94,166,346) (103,439,697) (105,389,895)
206,202 215,699 215,637, 197,037 197,037,
25,271,515 7.313,491 2,427,517 2,215,524 6,225,564
25,271,515 7,313,491 2,427,517 2,215,524 6,225,564




SOLOMON ISLANDS WATER AUTHORITY
FORECASTED STATEMENT OF CHANGES IN EQUITY

FOR THE PERIOD 2016 - 2020

Contributed capital

Balance at the beginning of the year
Additional capital contribution
Balance at the end of the year

Reserves

Balance at the beginning of the year
Movement during the year

Balance at the end of the year

Accumulated profit

Balance at the beginning of the year
Net profit for the year

Balance at the end of the year

Total Equity

ACTUAL FORECAST FORECAST FORECAST FORECAST
2016 2017 2018 2019 2020
SBD SBD SBD SBD SBD
59,625,874 59,625,874 59,625,874 59,625,874 59,625,874
55,625,874 59,625,874 59,625,874 59,625,874 59,625,874
142,169,998 142,169,958 142,169,998 142,169,998 142,169,998
142,169,998 142,169,998 142,169,998 142,169,998 142,169,998
(23,102,964) 2,168,551 9,482,042 11,909,559 14,125,083
25,271,515 7,313,491 2,427,517 2,215,524 6,225,564
2,168,551 9,482,042 11,909,559 14,125,083 20,350,647
203,964,423 211,277,914 213,705,431 215,920,955 222,146,520




SOLOMON ISLANDS WATER AUTHORITY
FORECASTED STATEMENT OF FINANCIAL POSITION

FOR THE PERIOD 2016 - 2020

Assets

Current assets

Cash and cash equivalents
Trade and other receivables
Inventories

Prepayments and other assets
Total current assets

Non-current assets

Property, plant and equipment
Intangibles

Total non-current assets

Total assets

Liabilities

Current liabilities

Trade and other payables
Employee benefits
Deferred revenue
Payable to related party

Total current liabilities

Non current liabilities
Trade and other payables
Payable to related party
Deferred revenue

Total non current liabilities

Total liabilities

Total net assets

Equity

Contributed capital
Asset revaluation reserve
Accumulated profit

Total equity

ACTUAL FORECAST FORECAST FORECAST FORECAST
2016 2017 2018 2019 2020
SBD SBD SBD SBD SBD

47,845,117 50,408,110 24,039,256 16,199,128 11,438,278
17,004,450 17,998,816 30,904,819 44,580,094 59,186,138
10,533,597 6,000,000 6,000,000 6,000,000 6,000,000
3,088,001 3,036,064 3,036,064 3,036,064 3,036,064
78,471,205 77,442,991 63,980,140 69,815,287 79,660,481
271,744,704 287,962,857 294,261,004 281,159,151 268,057,298
19,208 2,719,208 2,359,208 1,999,208 1,639,208
271,763,912 290,682,065 296,620,212 283,158,359 263,696,506
350,235,117 368,125,056 360,600,351 352,973,645 343,356,987
12,268,193 12,273,578 12,273,579 12,273,572 12,273,572
2,299,081 1,940,000 2,040,000 2,040,000 2,040,000
8,940,510 8,940,510 8,540,510 8,940,510 8,940,510
2,831,147 1,437,500 1,437,500 1,437,500 1,437,500
26,338931 24,591,587 24,691,588 24,691,581 24,691,581
2,022,478 1,302,015 581,552 (138,911) (859,374)
117,909,287 130,953,539 121,831,779 112,710,020 103,588,260
119,931,765 132,255,554 122,413,331 112,571,109 102,728,886
146,270,695 156,847,141 147,104,920 137,262,690 127,420,467
203,964,421 211,277,915 213,495,433 215,710,955 221,936,519
59,625,874 59,625,874 59,625,874 59,625,874 59,625.874
142,169,958 142,163,398 142,169,998 142,165,398 142,169,398
2,168,551 9,482,042 11,909,559 14,125,083 20,350,647
203,964,423 211,277,914 213,705,431 215,920,955 222,146,520




SOLOMON ISLANDS WATER AUTHORITY
FORECASTED STATEMENT OF CASH FLOWS
FOR THE PERIOD 2016 - 2020

Operating activities
Net comprehensive income
Adijustment to reconcile profit to net cash flows

Depreciation of property, plant and equipment
Amortisation of deferred revenue

Gain on disposal of property, plant and equipment

Amortisation of discount on interest free loan
Interest income
Movements in employee benefit liabilities

Working capital adjustments:

(Increase) in trade receivables

(Increase) in other receivables

(Increase) in inventory

(Decrease) in deferred revenue

Increase in trade creditors and other creditors
Net cash flows from Operating Activities

Cash flows used in Investing
Activities
Investing activities

Proceeds from sale of plant and equipment
Acquisition of plant and equipment
Acqusitiion of Intangible

Interest received

Net cash flows (used in) Investing Activities

Financing activities

Repayment of related party borrowings
Additional capital received

Net cash flows (used in) Financing Activities

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

Cash at end of year

ACTUAL FORECAST FORECAST FORECAST FORECAST
2016 2017 2018 2019 2020
SBD SBD SBD SBD SBD
25,271,515 7,313,491 2,427,517 2,215,524 6,225,564
10,996,517 11,659,666 11,000,000 13,461,853 13,461,853
(8,940,510) 12,044,252 (9,121,760) (9,121,760) (9,121,760)
- (95,000) - - -
217,037 217,037 217,037 217,037 217,037
(10,835) (1,338) {1,400) (20,000) (20,000)
(683,035) (359,081) 100,000 - -
(612,560) (994,329)  (12,906,018) (13,674,083) (14,606,044)
(2,474,964) 51,936 - - -
(1,973,698) 4,533,597 - - -
2,108,341 5,385 499,995 339,998 (473,064)
23,897,808 34,375,617 (7,784,628) (6,581,431) (4,316,414)
- 95,000 - - -
(5,821,670)  (26,577,819) (16,938,147 - -
(3,000,000)

10,835 1,348 1,409 20,000 20,000
(5,810,835)  (29,481,471)  (16,936,738) 20,000 20,000
(1,009,870)  (2,331,147) (1,647,495 (1,278,692) (464,439)
(1,009,870)  (2,331,147) __ (1,647,495) (1,278,692) (464,439)
17,077,102 2,562,999  (26,368,861) (7,840,123) (4,760,853)
30,768,015 47,845,117 50,408,110 24,039,256 16,199,128
47,845,117 50,408,116 24,039,249 16,199,134 11,438,276




