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Directors' report (continued)

Unusual circumstances

The results of the Company’'s operations financial year have 1 the opinion of the
directors, been substantially affected by any itemn, transaction or event f a material and unusual nature
other than those disclosed in the finang eme

Events subsequent to balance date
During the vear, the company incorporated & fleet management strategy Oi using turoine engines only
which necessitated the disposal of Brittian Norman Islander aircraft and its reiated spare parts. Efforts

116 while the sale was concluded in March 2017

10 5¢ l the assetls commenceo on 3 | I.)L'\ CmoCr

Onher than the matter noted above, there has not arisen in the interval between the end ot the year and
the date of this report any item, transaction or cvent of a material and unusual nature Jikely. Ir the
opinion of the directors, to affect significantly the operations of the Company, the results of those
operations or the state of affairs of the Company in subsequent financial vears

Dated at this __.,[QZ’K_ lay of \72(/@__ 2017,

Director ’ Director
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Solomon Islands Office -
of the Auditor-General ‘

INDEPENDENT AUDITOR'S REPORT

To the members of Solomon Airlines Limited
Report on the Audit of the Financial Statements
Opinion

I have in joint consuitation with the Board of Solomon Airlines Limited (“the Company™) contracted KPMG
Fiji which is part of the KPMG International network to assist me to audit the accompanying financial
statement of Solomon Airlines Limited, which comprise the statement of financial position as at 31 December
2016, the statement of profit or loss and other comprehensive income. changes in equity and cash flows for
the year then ended, and notes, comprising significant accounting policies and other explanatory information
as set out in notes | 1o 32

In our opinion, the accompanying financial statements Zive atrue and fair view of the financial position of the
Company as at 31 December 2016, and of its financial performance and its cash flows for the vear then ended
in accordance with Intemational Financial Reporting Standards (IFRS)

Emphasts of Matter

Without modifying my opinion, | draw attention to Note 2 (¢) in the financial statements regarding the
existence of uncertaintics in relation to the Company s ability to continue as a going concern. The Company's
continuation as a going concern is dependent upon its ability to obtain appropriate external financing, the
support of the Solomon Islands Government and or to generate sufficient cash flows from operations in order v
to meet its obligations and to retumn to profitable operations. These conditions indicate the existence of a |
material uncertainty that may cast significant doubt zbout the Company s ability to continue as a £oing concemn
and, therefore. the Company may be unable to realize its assets and discharge its liabilities in the normal course
of business,

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the {uditors Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Company in accordance with the ethical
requirements that are relevant to our audit of the financial statements-and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion

Responsibilities of Management and Those ( harged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance

with [FRS, and for such internal control as management determines is necessan to enable the preparation of
financial statements that are free from material misstatement. whether due to fraud or error.

In preparing the financial statements, management Is responsible for assessing the Company ‘s ability to
continue as a going concern, disclosing. as applicable. matters related to going concemn and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease operations,
or has no realistic alternative but to do so

Those charged with governance are responsible for on erseeing the Company ‘s financial reporting process.

duditors ' Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a w hole are free
from material misstatement, whether due 10 fraud or error. and to 18sue an auditors’ report that inc!

ludes our

A A A A Al Al il Al 2 2 A A A A A A R R R R R R R R E R R F R REEEY )

opinion. Reasonable assurance is a high level of assurance. but is not a guarantee that an zudit conducted ir
accordance with International Srandard 2183 fwa 23l i
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Solomon Airlines Limited

Statement of profit or loss and other comprehensive income
For the year ended 31 December 2016

Note 2016 2018
S S ‘
|
I
Kevenue +4.302 684 SO 48 24 }!
Other income ) 5.372 8 7.564.530 I

Total operating revenue 259.675.484

267.043.673
\
il
Statf a reis ] St 208576 256 I
1
Operations 8 S0.981) 95,430.79 I]
. |
|
Selling and marketing ex 4.018378) {18.511) |
I
F f 717 S6.387 651 \I}“
I
i
b 10Ty expenses S 24.276.006 I
1
ther expense U6HiRSI3 80 73) f”
Total operating expenses 269.226.530) 291.979.22 \
Loss from operations 9.551.04¢6 (24,933 550
Finance income i) 25,7588 8, 77¢
Finance expenses v) 6.32721¢( (8.94] 259)
Operating loss before income tax 5852 4 (33,856,03:
neome lax (expense)  benefit 12 (a) (1,.391.941) 928.4
Loss after income tax (17.244 442 2.927398)
——— TN L
Other comprehensive income (loss) for the vear, net of tax
Revaluation of aircraft and land and butldings - of tax 62.680) 3.462.3
Total other comprehensive income (62.680 162 1%
l'otal comprehensive loss for the vear 7,307,122 (27.465 248
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Solomon Airlines Limited
Statement of changes in equity
For the year ended 31 December 2016

Note

Halance at | lanuary 2015
Franster of depreciation on revaluation increment of aircraft

Tatal comprehensive loxs for the year
Loss for the year
Other comprehensive income for the year

Total comprehensive income / (loss) for the year

Balance at 31 December 2015 26 (h)
Rablimee at | January 2016

Feanster of depreciation on revaluation increment of atrcrall

Lotal comprehensive loss Jor the year
b oss Tor the year
Other comprehensive loss for the year

Fotal comprehensive loss for the vear

Fransactions with owners of the Company
Issue of ordinary shares 26 (h)
Fotal transactions with ow ners of the Company

Baluance at 31 December 2016 26 (b)

Fhe notes on pages 11 to 38 are an integral part of these financial statements

Share Revaluation Accumulated
capital Reserve losses Fotal
S S S S
70,909 801 34,439.914 (68,304,091 17.045 644
(2,306.794) 2,306,794 .
- - (32,927 598) (32,927.598)
- 5.462.350 - 5,462,350
5,462 150 (32,927 598) (27.465,248)
70,900 801 17.595.490 (98,924 895) 9,580,396
70,909 80| 17,595,490 (V8,924 895) 9,580.396
- (1.504,960) 1,504,960
. - (17,244,442 (17,244 442)
:_U.?X__. . (62 6H80)
- _?.J.?x__. _._Iu“.—._,_u‘ __“.‘,.:_,,.._uu‘
7,900,000 . . 7.900.000
—_— UL
7.900.000) . 7.900.000
78.809 80| 16,027,850 (114,664,377) 173,274

k flysolomons
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’ Solomon Airlines Limited
’ Statement of financial position
b As at 31 December 2016
Note 2016 2015
’ s S
. Assets
. Current assets
Cash on hand and at bank 3 2.049.2062 8.606,936
. [erm deposits 14 647,963 688,000
) Deposits 3 2.184.777 1.683,734
. [rade receivables 6 5,230,433 5,615,995
Other receivables and prepayments 17 13,190,762 5,855,157
. Inventories |18 1.344.706 3.287.148
. Assets held for sale 19 943,952 -
. Total current assets 28,591,793 11,736,970
D Non-current assets
. Aircrafl, property, plant and equipment 20 125,969,911 126,920911
Investment property 2 8,169.000 8,169,000
Deposits 5,583,925 1,354,839
Total non-current assets 39,722,836 139,444,750
Total assets 68,314.63 71.181.720
Liabilities
Current liabilities
Bank overdraft 3,374,734
Borrowings 22 37,240,300 43,274,847
Revenue received in advance 33,116,99 30,963,129
Irade, other payables and accrued expenditure 23 43.282.590 48,178,815
Emplovee benefits 24 2.258.383 1,940,578
Statutory liabilities 25 8.010,108 5.760.512
Total current liabilities 127,283,112 30,117,881

Non-current liabilities
} 7.619,149 -

Borrowings 22
Deferred tax liability 2 (c) 9.955.00 8,589,921
Statutory liabilities. 25 23,284,09¢ 22,893,522
Total non-current liabilities 10.858.245 31.483.443
Total liabilities 68.141.357 61.601.324
Shareholders equity
Share capital 26 (h) 78.800 801 70.909 801
Revaluation reserve 26 (¢) 36.027.850 37.393.460)
Accumulated losses (114,664,377) (98.924.895)
Total shareholders equity 173.274 3.580.396
Total sharcholders equity and labilities 168,314,631 71,181,720
~Ngned Y "T\ L o 1
-
— M A
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Solomon Airlines Limited
Statement of cash flows
For the year ended 31 December 2016

Note

Cash flows from operating activities
Receipts from customers

Pavments to suppliers and employees
Cash generated from operations
Interest received

Interest paid

Statutory liabilities paid

Net cash (used in) / from operating activities

Cash flows from investing activities
Acquisition of property, plant and equipment 20

e T - Tele 1 TPy .y 1
Proceeds from withdrawal of term deposit 5

Investment in term deposit
Net cash used in investing activities

Cash flows from financing activities

Repavments of borrowings

Proceeds from issue of share capital 26 (b
Net cash used in financing activities

Net (decrease) / increase in cash and cash equivalent

Cash and cash equivalents at | January

Cash and cash equivalents at 31 December 3

Non cash investing activities 28

k flysalomans
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248.899.057 23055873
(242,327.971) (233.007.073
6.571.086 4 IJ."Xx )
25,755 18.776
2.954.686) {3.500.468)
S.760.511) (300.000)
2,118.356) 22,267,108
(2.816.939) (8.447.32%)
{) (137
- 371.409)
(2.776.902) (8.818.734)
(12,937.210) (7.278.528)
7.900.000
& riadie B - A"Q <H
S.037.210) (7.2 \.\-R,
9,932,468) 6.169 846

8.606.,936 2.437.090
(1,325.532) 8.606.936

1nancial statements
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Solomon Airlines Limited |
Notes to the financial statements ‘\
31 December 2016 |

1. Reporting entity “

Solomon Airlines Limited tradin

2. Basis of preparation ‘

(a) Statement of compliance ‘

(b) Basis of measurement

he financial statements have been preparcd usihg Wic storical cost pasis except Lor

(¢) Going concern basis of accounting

,,,,,,,

(d) Functional and presentation currency

[he financial statements are presented in Solomon Island dollars, which is the Company's tur

1
f":
o
=
]
1}
;
,
,
;
5
¥
/
=
)
3
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Solomon Airlines Limited

Solomon Airlines Limited
Notes to the financial statements
31 December 2016

2. Basis of preparation (continued)

(e) Use of estimates and judgments

nates and assumpt

3. Significant accounting policies

(3) }'ﬂ’(lﬁ!l currency transactons

b) Aircraft, property. plant and equipment
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Solomon Airlines Limited
Notes to the financial statements
31 December 2016

3. Significant accounting policies (continued)

(b) Aircraft, property, plant and equipment (continued)

1) dubseqt 518
Tt y § iy | -~ \ - b
¢ COS cplacing part ( < S C g ec ne
nt of the 1ter 1 1S pr tha ! C mic bene ( nin the pan \
Company and its cost Al < cdasu ] I * o-d cr 2 aircran, proper
- N ot o { - -
a | ~ pment are recos ed ¢ e
) Depreciation
Jepreciati charged 1o the profit 5 01 ! bas the use ¢ Of eac 138 OF asse
¢ depreciation rates used are as
3 .
d 1
\reratl
rcraft spares
Lige estac nment C -
A & com 2
Aircraft compone i 1S 1
viotor vehicle
» -
Plant and eqi I ent
0
(v KE i mn
A -
AITCra and | 1 and 4 rc v sed \ exie Iepende
luer. The fai ilues are recognise he 1 itement ( pany. Deprec the
S€ mn tt I Al jyat iX I
i el I ¢ I
'\ - _‘JY. i '»" I L . ‘1 L [ > r -~ = S . P

o the extent that rse re ) jecrease ne ¢ AsSsc V reCog
rotn 1SS, Ch case the increase ¢ sta e C hrehensive
the gecrease pre ch A decrease u I I ¢ revaluat
as an expense orofi ¢ i ¢
[ erve reiatir r \
Un the subseque | i { 1 revajued a I a I il g1
asset revajuation re transferred direc taine ) g '
(¢c) Aircraft/ engine overhaul
For owned aircraft. costs incurred in respect of heavy maintenance and overhaul of aircraft engines and
rirames are capitalise ej i er r ¢ next eduled mamntenance. Ot n-hea
tenar io harged 1o the profi $5 0 r as incurred
< . ¢ ag ¢ 1T

y | { \ Y
3
v
.
3
v
¢
-
‘
¢
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Solomon Airlines Limited
Notes to the financial statements
31 December 2016

Significant accounting policies (continued)

(d) Investment propert

TMent franert g

(e) Financial instruments

(1) Non-derivative financial assets

t |

h flysolomons Annual Report 2016
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3.

(e)

C

(8)

(h)

(i)

Solomon Airlines Limited
Notes to the financial statements
31 December 2016

Significant accounting policies (continued)
Financial instruments (continued)

(1i) Non-derivative financial liabilities
All financial liabilities are recognised initially on the trade date at which the company becomes a party to the
contractual provisions of the instrument.

The Company derecognises a financial liability when its contractual obligations are discharged or cancelled or
expire.

The Company classifies non-derivative financial liabilities into the other financial liabilities category. Such
financial liabilities are recognised initially at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition, these financial liabilities are measured at amortised cost using the effective
interest method

Other financial liabilities comprise borrowings, trade payables, other pavables. accrued expenditure and
statutory liabilities.

(iii) Ordinary shares
Ordinary shares are classified as equity. Incremental costs directly antributable to the issue of ordinary shares
are recognised as a deduction from equity. net of any tax effects.

Leases

Leases in terms of which the Company assumes substantial Iy all the risks and rewards of owne k‘w‘ are
classified as finance leases. Upon initial recognition the leased asset is measured at an amount equal to the
lower of its fair value and the present value of the minimum lease payments. Subsequent to initial recognition.
the asset is accounted for in accordance with the accounting policy applicable to that asset.

Other leases are operating leases and are not recognised in the Company’s statement of financial posit
Operating lease payments are recognised in profit or loss on a straight line basis over the term of the lease

Inventories
Inventories are measured at the lower of cost and net realisable value. The cost of inventory is based on the
weighted average cost principle

Receivables
Receivables are recognised and carried at original invoice amount less impairment losses

Impairment

(i) Non-derivative financial assets

A financial asset not carried at fair value through profit or loss is assessed at each reporti ng date to determine
whether there is objective evidence that it is impaired. A financial asset is impaired if objective evidence
indicates that a loss event has occurred after the initial recognition of the asset, and that the loss event had a
negative effect on the estimated future cash flows of that asset that can be estimated reliably,
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Solomon Airlines Limited

Notes to the financial statements
31 December 2016

Significant accounting policies

continued

Impairment (continued)

1)k mplovee benefits
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Solomon Airlines Limited
Notes to the financial statements

31 December 2016

5. Significant accounting policies (continued)

(k) Trade payables, other pavables and accrued expenditure

C \ T 1 CE i e
L . fi -~ <
e € i -
I n 1
() Revenue and other income
G5 -
) y -
- e Q
nees , .
ng a | o eng .
)
i
~ | S L
h ~ . C% >
N

(m) Deposits

(n) Income tax

(0) Assets held for sale
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; Solomon Airlines Limited
Notes to the financial statements

31 December 2016

i Significant accounting policies (continued)

n) Income tax (continued)

|
Finance income and expenses
(p) New standards and interpretations not vet adopted
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Solomon Airlines Limited
Notes to the financial statements
31 December 2016

3.

Significant accounting policies (continued)

(q) Comparative information

(i)

Changes in the classification of items presented in the statement of financial position

During the current year, the Company reclassified comparative amounts in '.'ne statement of financial position
to conform to current year presentation., which resulted in $1.214,993 being reclassified from Othe
receivables and prepavments (refer Note 17) to Deposits (refer Note 13)

Changes in the classification of items presented in the statement of profit or loss and other comprehensive
During the current vear, the Company reclassified comparative amounts in 'he statement of profit or loss and
other comprehensive to conform to current vear presentation, which resuited in the following .? anges
rental income of $1,476.000 being reclassified from other staff related costs (refer Note 7 Staff and
related costs) to premises expenses (Refer Note 10 Other expenses): and

i1. fuel surcharge of $11.453.569 being recorded as part of passenger revenue (refer Note §).
Financial risk management

Overview

The Company has exposure to the following risks ansing from financial instruments:
(1) Credit risk;

(ii) Liquidity risk: and

(i) Market risk.

['his note presents information about the Company s exposure to each of the above risks, and the Company s
objectives, policies and processes for measuring and managing risk.

Risk management framework

The Board of Directors have overall responsibility for the establishment and oversight of the Company's risk
management framework. The Company’s sk management policies are established to identify and analyse the
risks faced by the Company. to set appropriate risk limits and controls, and to monitor risks and adherence to
limits. Risk management policies and syvstems are reviewed regularly to reflect changes in market conditions
and the Company s activities

Credit risk
Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument
fails to meet its contractual obligations, and arises principally from the Company's receivables from

customers.

Trade and other receivables
The Company’'s exposure to credit risk is influenced mainly by the individual characteristics of each
customer. However, the Company has established a credit policy under which each new customer is analvsed

individually for creditworthiness before the Company ‘s standard payment and delivery terms and conditions

are offered

{
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